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INTRODUCTION 

N ADDITION to the general encyclopedias, many of the more important 

branches of knowledge have brought forth special encyclopedias of their own. 

There have appeared encyclopedias of law, medicine, engineering, economics, 

literature, accounting, business, and other subjects. In fact, many of these sub- 

jects can boast of several specialized encyclopedias. Because of the scope, com- 

plexity, and growing importance of banking and finance in the economic life of the 

nation, it would appear that an encyclopedia of banking and finance is altogether 

fitting. Accordingly, the publication of this volume marks the advent of the first 

encyclopedia of American banking and finance. 

In a country where there are over 30,000 banking institutions (of various types) ; 

the total value of securities reaching an aggregate of over one hundred billion 

dollars; millions of dollars of new securities being offered for sale to the public 

annually; practically every business having relations with a bank in one or more 

important respects; over 90 per cent. of the business transacted by means of credit 

paper; the check system in practically universal use; banking and currency regulated 

by law and regulatory bodies more strictly than in most other countries; and interest 

in wealth, money, credit, finance, foreign exchange and trusts, constantly growing; 

the need for an authoritative encyclopedia, covering the entire subject-matter of 

these related branches, should be too obvious to require further emphasis. Certainly, 

the banking and financial field is entitled to be dignified by placing an encyclopedia 

at its disposal quite as much as other professions where encyclopedias have already 

been provided. 

There may be some objection to the designation of this book as an encyclopedia. 

It is true that terms and expressions, as well as financial slang, have been selected 

without reference to their dignity. The sole test of admissibility has been whether 

the term finds a place in the actual vocabulary of bankers, investors, financiers and 

brokers. Some of these terms and expressions, having been borrowed from other 

fields, have an entirely distinct and separate connotation in the language of finance. 

Many definitions will necessarily appear to be distorted unless they are viewed in 

their specialized sense—that of finance. But wherever possible, it has been the aim 

to interpret the several applications of such terms, including the general, but always 

with particular weight given to the banking or financial approach. While in many 

cases definitions and explanations are brief, especially where spécial meanings are 

denoted, it will be found that on the whole, both as respects the number of terms 

included and the detail with which the subject-matter is treated, the work is truly 

of an encyclopedic character. This contention is reinforced by the fact that in the 

great majority of instances cross references to other terms are cited, and in the case 

of the more important subjects, bibliographies are appended. 

While this volume claims to be the first encyclopedia of American banking and 

finance, there is no intention on the part of the author or publishers to create the 

impression that this is the first work presenting definitions of terms belonging to 

this field. 

In 1919, a very excellent and complete “Dictionary of Banking” dealing ex- 

clusively with British practice was published in London with William Thompson as 

author. Owing to the many differences between American and British banking 

systems, laws, practice, and nomenclature, however, this book could perform but 

scant service in the United States. 
(v) 
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This encyclopedia of banking and finance has also had its American predecessors. 

In 1903, Mr. Howard Irving Smith published a ‘Financial Dictionary,” which has 

long since been out of print. This was followed in 1907 by Mr. Montgomery 

Rollin’s “Money and Investments,’ primarily intended as a handbook for investors. 

In 1911, there appeared “The Financial Encyclopedia,’ edited by Mr. C. A. Shea. 

This was a two volume work of somewhat greater pretentiousness, and contained 

definitions of many business terms. In 1923, the Thomas Y. Crowell Company 

brought out “Crowell’s Dictionary of Business and Finance,” which is chiefly a 

compendium of business terms. 

None of these volumes, although excellent as far it goes, covers the same field 

or was designed to meet the same purpose as this encyclopedia. The essential function 

of this volume is to serve the banking, financial, and allied vocations by explanations 

of somewhat greater length than has heretofore been attempted—of the subjects 

that are comprehended within the limits of this department of economic life. It 

lays no claim to being a business encyclopedia. 

In the sense that this book presents subjects with which practically every 

individual and business necessarily has an interest, its appeal as a reference work 

should be almost universal. Its most direct appeal, however, is to banks and trust 

companies (executives and employees), investment and stock exchange houses, 

insurance companies, financiers, brokers, investors, speculators, lawyers, and students 

of banking, finance, and markets. As an aid to university students specializing in 

courses in applied economics, this compilation should prove indispensable. 

In the preparation of this encyclopedia, which has covered a period of nearly 

three years, it has been the author’s aim to attain three ends, viz.: (1) comprehensive- 

ness, (2) accuracy, and (3) convenience. 

Comprehenswveness. This book contains some 3,050 terms. These have been 

gained from the author’s seven years’ experience in teaching classes in banking, 

finance, and economics; from first-hand acquaintance with the affairs of the “Street”; 

and from an extensive search of the bibliography of the field, including the banking 

and financial magazines, and the reports and publications of the various official or- 

ganizations concerned with the regulation of banking. As a result, this volume is 

more than a mere glossary or list of definitions. A full exposition of the most im- 

portant subjects is presented. There has also been included the text of the principal 

banking laws, and the forms and phraseology of the principal instruments of banking 

and finance. 

Accuracy. An honest attempt has ‘been made to achieve accuracy. Original 
sources have been employed wherever possible. The work of the author has been 

reviewed by six different experts in their own field. Great care has been taken to 
secure fine distinctions. In many instances, several meanings or applications of the 
same term have been stated. The manuscript has been read twice in galley-proof 
and twice in the page-proofs. 

Convenience. A tremendous mass of organized information pertaining to money, 
banking, credit, and finance has been brought within the covers of a single volume. 
Whatever other advantages this encyclopedia may pessess, it should prove a valuable 
time-saving device for locating desired information quickly. Being alphabetically 
arranged, it is an automatic index, and should be considered a labor-saving device in 
a ‘bank or investment house just as much as a telautograph, annunciator, or book- 
keeping machine. Cross references have been widely employed. Thus, the reader 
is given access to all aspects of a subject by bringing his attention to related subjects. 

Grateful acknowledgment is made of the co-operation received from the following 
persons who reviewed separate portions of the encyclopedia, and who made many 
valuable suggestions and criticisms: Eugene E. Agger, Ph. D., associate professor of 
economics, Columbia University, reviewed the terms pertaining to money, credit, and 
banking hisory and principles; L. H. Langston, M.S., author of “Practical Bank 
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Operation,” and President of the Benjamin Franklin Institute, reviewed the terms 

pertaining to practical banking and foreign exchange; Harold Dudley Greeley, LL. M., 

C.P.A., (N. Y.), practicing public accountant, member New York Bar, and lecturer 

at Columbia University, reviewed terms pertaining to accounting and auditing; Henry 

Hazlitt, formerly financial editor of the New York Evening Mail, reviewed terms 

pertaining to speculation, markets, and brokerage; J. E. Brady, LL. B., editor of The 

Business Law Journal, reviewed terms relating to trusts and bank law; and Richard 

Roelofs, Jr., of Hallgarten & Company, New York City, reviewed terms on in- 

vestments. 

The writer is also indebted to a number of publishing houses and other organiza- 

tions which have kindly granted permission to quote passages from the following 

authors and books. Further reference to these books and authors is made either in 

footnotes to the text or in connection with bibliographies at the conclusion of certain 

terms: 

D. APPLETON & COMPANY 

S. S. Pratr: The Work of Wall Street. 

J. G. Cannon: Clearing Houses. 

S. S. HueBner: The Stock Market. 

J. T. HotpswortH: Money and Banking. 

F. A. CLevELAND: Funds and Their Uses. 

H. R. Hatrretp: Modern Accounting. 

A. C. WHITAKER: Foreign Exchange. 

THE RONALD PRESS COMPANY 

W.H. LoucH: Business Finance. 

R. J. BENNETT: Corporation Accounting. 

L. H. Lancston: Practical Bank Operation. 

THE MacMILLAN COMPANY 

W. E. Lacerguist: Investment Analysts. 

R. T. Ery: Outlines of Economics. 

KIRKBRIDE, STERRETT & WILLIS: The Modern Trust Company. 

C. E. Puitires: Bank Credit. 

J. E. Boyvte: Speculation and the Chicago Board of Trade. 

HENRY HOLT AND COMPANY 

L. CHAMBERLAIN: Principles of Bond Investment. 

H. R. Seacer: Principles of Economics. 

GINN AND COMPANY 

J. F. Jounson: Money and Currency. 

H. Wuite: Money and Banking. 

HARPER BROTHERS 

C. A. Conant: The Principles of Money and Banking. 

DOUBLEDAY, PAGE & COMPANY 

S. P. GotpMan: Stock Exchange Law. 

UNIVERSITY OF CHICAGO PRESS 

H. G. Mouton: Financial Organization of Socicty. 
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UNIVERSITY OF TORONTO PRESS 

M. A. MAcKENZzIE: Interest and Bond Values. 

ALEXANDER HAMILTON INSTITUTE 

A. W. Atwoop: The Exchanges and Speculation. 

LaSALLE EXTENSION UNIVERSITY 

O. H. WotrFeE: Practical Banking. 

MOODY’S INVESTMENT SERVICE 

P. Cray: Sound Investing. 

THE WORLD ALMANAC 

Interest Tables. 

It is clearly recognized that a work of this compass may not be wholly free from 

error and that it is capable of improvement and elaboration. Suggestions for ad- 

ditional terms, and criticisms relating to included terms, or otherwise, will be welcomed. 

GLENN G. MUNN 
New York City, May 1, 1924. 
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Te ee “At 
ee Oe Class A Bonds and Stocks 
Aas lence orks Highest Class; best grade; 

gilt edged 
Meee cians Semi-annual payments of in- 

terest in April and February 
ANG na Le Means interest payable in 

August and February 15; 
likewise for other combina- 
Hous, ¢..g, A-.& 0, JS J, 

ELC: 

evens. « Same 
Cy BAe Semi-annual payments of in- 

terest in April and October 

MLO 2 x, crate Same 
J‘ (0h ae Assistant Cashier 

A et ee Account 
PS SIE Acceptance 

Accrd. Int.... Accrued Interest 
Coy et i. “Acknowledgment 

BOD estou sss Acceptance 
A/cs Pay.....Accounts Payable 
A/cs Rec..... Accounts Receivable 
Py kg ae ar ee After date 
AG toute Adjustment 
AQMSUi Sa 2 Administrator 

AG. ales vs Ad Valorem 

FN A ee Advise 

SU a ees. ce Agent 
PO Use hor ier sce Agency 
A. j.0.J.....Quarterly payments of inter- 

est or dividends in April, 
July, October and January 

1 Aad (Ree ee Austrian Kronen (crowns) 
A.N.F.M... Quarterly payments of inter- 

est or dividends in August, 
November, February and 
May 

1 Wa hy Re ee Authority to Purchase 
2 Tg © nee Assessment 

Asst. Cash... . Assistant Cashier 

BROS so Auditor 

PA Ae Ae Average 

it ee Balboa in Panama 
ey ee Bolivar in Venezuela 
ex ee Class B Bonds or Stocks 

Bal ee « Balance 
B. & L. Assn.. Building and Loan Association 
B/D. - 2a Bills Discounted 
B/E. . ees Bill of Exchange 

Bel. Fcs..<t5. Belgium Francs 

Banking 

Bill of Lading 
. Bill of Lading attached 
Bolivar in Venezuela 

Bills Payable 
Bills Receivable 

Doe Book Value 

- Cent in the United States a 

Canada 
Centavo or Centime 
Class C Bonds or Stocks 

Chartered Accountant 

Cables 
Cost, assurance and freight 

Peg eee Cancellation 

Cost and freight 
Cost and freight 
Cost and Insurance 
Capital 
Cash Book 
Cashier’s Check 
Certificate of Deposit 
Cash Discount 
Certification 
Clearing House 
Charges 
Cheque 
Cost, Insurance and freigh 

. Cost, Insurance, freight < 
charges 

Check 
Car Load Lots 
Cash Letter 
Collect (or cash) on Delive 

Col. or Coll... Collateral 

Collection or collections 
Collection Letter 
Common, or Commission 
Commercial Paper 
Commission 
Comptroller 
Consolidated 
Consolidated 
Consolidated 
Against 

Convertible 
Corporation 

Correspondent 
Certified Public Accountant 
Coupons 
Creditor, or Credit 
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‘Lite eee Capital Stock F.&F........Furniture and Fixtures 

Lyrae a. Cable Transfer BU A?S} ke8. Free alongside or Free along- 
oot: SN Certificates ° side ship 
Chiat ca tere ue 3 Certificates Fac. ae Francs 

Corts ese es With Fd. or Fdg.. . .Funding 
3A SEES Convertible Fid.......... Fiduciary 

6) Se Convertible Fin. Mks..... Finland Marks 
Goer it es fee Currency FLA Gener Holland Florin 
CHEK ste Czecho=Slovakia -kronen’ fL. 223). Ge. Florin 

(crowns) Pltcgees Flat 
ee F.M.A.N....Quarterly payments of inter- 

Die Ga Pence in the British Empire est or dividends in February, 

z a te eae wis ae in Serbia May, August and November 

Se eee ct & rector FE OUBY. ao abree on board 
De AR re Documents against acceptance Fol... Folio 
DO | Sates Semi-annual payments of in- FOR...... Free on Rails 

terest or dividends in De- Fore). news Forgery 

cember and June £0 a. pene Free of particular average 
Daan, vese aa Demand and Supply Fe. oie Franc 

Di Dies cient Days after date ERs Doe Federal Reserve Bank 
Di Dix. Rerkals Demand Draft Frotio eee Freight 
DEEDS. eae e's Debenture Pree hee Francs 

Demy... ss. Demand | PP GORe), wie Le Foreign Exchange 
Depa its. v.). Deposit 
Dives «sae Director eid ete Gold 

Disc.27.....-. Discount Gi D eee Good Delivery 
Digna. - sic Dividend, or Divisional Center ciae General 
i: Demand Loan Genta General 

Digwe .--«.:; Dollars Gen. Led... .. General Ledger 
Dia J.S.... Quarterly payments rot | inter) aiae ene Ganeral 

est or dividends in Decem- Govt... Government 
eer June and Sep- G.T.6.0..4.. Good till cancelled 
ember 

Dom. Ex..... Domestic Exchange ion Ae ferbe 

D/P.......-. Documents against payment H Krvsaae Hungarian kronen (crowns) 
Dr. jigs 6 Drachma in Greece H: Oo ees Head Office 
Dre. 3s Debtor or Debit 

D/S......... Days after sight I. Cares ih... Interstate Commerce Commis- 

‘es. Sg > yk : sion 
E. tis a ; : h aa: onan cos Indéetiew.. ... Identification 

YT NEG ea Enclosure a 0 ee sa 
POM aes os a Endorsement’ => =>. | 3.) 0) ) eee es 

End. Guar.... Endorsement guaranteed Trg gests 3 2. Individual Ledger 

Ex... , eae Out of—without ae Indemnity 
Foxe. . . Pees Exchange Ins.......... Insurance 
Esch. oe ae Tridteg.. sae. « Instant; of the present month 

Kec: ee Be ttor Taste; tee Installment 

Ex Di i fe ‘Ex dividend, 7. ¢., not includ- te: ee Interest 
iibidividend Ttivemee.: . as Invoice 

Exi. div. . Wc « Ex dividend, 7. ¢., not includ- Daan «a 1 owe you 
ing dividend ; 

er ee! Resamines JA... 4 Quarterly, payments of inter- 
Exp......... Export . est or dividends in January, 

Bet Real os ee Ex Rights April, July and October | 
ie tte Nena Hester Jeane... i Semi-annual payments of in- 

terest or dividends in June 
oo eae Florin and December 
ilps Semi-annual payments of in- J.andJ...... Semi-annual payments of in- 

terest or dividends in Febru- terest or dividends in Janu- 
ary and August ary and July 
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.....Quarterly payments of inter- 
est or dividends in July, Oc- 
tober, January and April 

. at, Be Junior 
jJ.S.D.M.... Quarterly payments of inter- 

est or dividends in June, 
September, December and 
March 

UG Stee se css Jugo-Slavia kronen (crowns) 

Pes Saas at va Krans in Persia 
ie ts ot Swedish Krone 
Barer. al ss Norway Krone 
erat ak vce Denmark Krone 
RS aed sive: 5% Kronen in Austria, Hungary, 

or kroner in Denmark, Nor- 

way and Sweden 
Beco tack, We uh oie Austrian Kronen 
eee ue ig te eed Austrian Kronen 

Faved cite ates Pound Sterling in the British 
Empire 

a Peet aarp Pound in Egypt 
A Lene Stile Pound in Turkey 
BEIGHEE Kc. a2 Pound in Peru 
yg 2 ile Pounds, shillings, pence 
La Aweieee bas Lira 
Tee Dinh gas Loans and discounts 
Bi Oten woes Letter of Credit 
De Liat aes Less than car load lots 
1 OO A Ae Land grant 
Leo hes Ledger 
LeU ee oe Rumanian Leu 
a ec ey hae ote Ledger Folio 
Litt ee a whe Italian Lira 
Di ine B hag et Liberty Loan Bonds. 
UE Ea koe Limited 

1 bre ASRS Mark 
Mit oer ans Thousand 
M. and N . Semi-annual payments of in- 

terest or dividends in May 
and November 

M.andS..... Semi-annual payments of in- 
terest or dividends in March 
and September 

M.A.N.F....Quarterly payments of inter- 
est or dividends in May, 
August, November and Feb- 
ruary 

Mat. yaa Maturity 
Miees sist Merchandise 
M.J.S.D.... Quarterly payments of inter- 

est or dividends in March, 
June, September and De- 
cember. 

Mk bes Marks 
Mi oan. Marks 
Mi OLecue A Money Order 
MLP .. dans Mail payment 
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Cy ee ee Mortgage 
ORO e254: Mortgage 
Mun......... Municipal 

N.and M.....Semi-annual payments of in- 
terest or dividends in No- 
vember and May 

DAG re National 

Neg. Ine... 2. Negotiable Instrument 
Nena ts No funds 
NiGy cae Not good 
INO os oe Number 

No ascvats. No account 
No Acct...... No account 

No Adv..... No advice 
Not. Pub . Notary Public 
NG sy hea No protest 
N.P.N.A....No protest Non-acceptance 
N.S. F ..-Not Sufficient Funds 

O.and A . Semi-annual payment of in- 
terest or dividends in Oc- 
tober and April 

OF Bs are Ordered Back 
OF Die 24ers Overdrawn or Overdraft 
0.J. A. J..... Quarterly payments of inter- 

est or dividends in October, 

January, April and July 
Oe ss ae Correct 
Optic sem Optional 
ORES els aes On Track 

Pour ates Spanish Peseta 
| Bs aera oh ect Peso 
lA ee Power of Attorney 
7 3.. G3 ee Puts and calls 
WS Beka t eee Profit and Loss 
RAGL. se Neon Payment 
PCat tein ae Per cent. 

Per Cap...... Per Capita 
Per Pro..... Per Procuration 
Pf. or pfd.... Preferred 
Pirates Piaster 
Pigs 0. <si aie Piaster 
Po Mss. Be Polish Marks 

Py Oriearaon Payable on receipt 
PoP canes Per Procuration 

Pray ete Preferred 
Pretest 4 Preferred 
Pree oce Premium 
Preach se President 
PIO ee Protest 
PURE a ar Pesetas in Spain 

Oe oe ak Quarterly 
9b atieanie SEG Quarter 

ja Rouble 
): ee Sa Rupee or rupees in India 
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RODE oes oc “Russian Rouble 
Raila ree Real Estate 
Ree 55.6 Rupee in India 
MOG, Soars Ones Receipt 

Re Dis... 24727 Re Discounts 
BGS cee) See Aas Refunding 
Oe bles cara Registered 
SOIT. neers Remittance 
ESS CAE nae a Reserve 
EGE Pontes ede hbas Refunding 
ROSS ssf Rouble 

ER A on eres Rupees 
WES oo us eistee neds Reis in Brazil or Portugal 

Rta 2 eee Rights 

San wet as. Dollar, peso, milreis (In ex- 

pressing sums in milreis the 

$ is used practically as a 

period, thus—100 milreis 
and 225 reis is written 
100$225 ) 

oe ETN CT Sucre 
Ree ve Shillings in the British Empire 
OS aan oe Semi-annual 
S.andM..... September and March 
STAD Pati fd ee Sight Draft 
wo Come, Safe Deposit Co. 
‘S.D.M.J.... Quarterly payments of inter- 

est or dividends in Septem- 
ber, December, March and 

June 

DOC. ee eee Security 
Dal ae ale Sinking Fund 
HIS ewes Shares 
OLS ts © tials Signature 
Sigs Mis.2.5.. . Signature Missing 
Sig. Unk..... Signature unknown 
Se Psitere or: < Stop payment 
Sb eae Steamship 
Sse ea ae Sterling 
oti ea ates Stock 
Substn....... Substitution 
milk. 2s. gene ee Surplus 
SH Wedh eee Sent wrong 
Swiss Fcs.....Swiss Francs 

db AD Jer hae Time Deposit 
LL S0 sphere sin ee Transfer 
Tillie... ae. Time Loan 
Pig. . 2 ae Taels in China 
iL/R;.... see Trust Receipt 
PTT. CO,25 soo Trust Company 
A Wie BES Bo Telegraphic Transfer 
dle PRs hee ae ae Taxes 

A a ead United Kingdom 

RVs Bocce. ee Vice-President 
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Wall Very beet When issued 
Wine see es Wire non-payment 

WaPiak. aes Wire payment 
W.P.or N. P..Wire payment or non-payment 

Wapea-. nee With particular average 

Rae «oes cree et No Protest 
». CS OF vents Ex Coupon 
a-Oo oe Ex-Dividend 
Rls; eee Ex-interest 
K-1ts eee Ex-rights . 

Above Par 
A price quoted above the face value of a 

security. (See Par.) 

Abrasion 
The loss of weight in coins occasioned 

by friction, 7. ¢., ordinary wear and tear 
of circulation, as distinguished from loss 
of weight due to mutilation, debasement, 
clipping or sweating. Abrasion is of no im- 
portance in the case of subsidiary silver 
and minor coins because they are purposely 
short in weight, 7. ¢., overvalued, and loss 
of weight does not affect their value. In 

the case of gold coins, however, there is 
a limit to the reduction from the prescribed 
mint weight, called tolerance, beyond which 
their money (legal tender) value is meas- 
ured by weight, and not by denomination 
or face value. (See Debasement, Light 
Coin, Light Gold, Multilated Currency, 
Sweating, Tolerance. ) 

Absolute Indorsement 

See Indorsement. 

Absolute Title 

Unqualified ownership of personal prop- 
erty or ownership of land in fee simple. | 
Such a title confers on the owner and his 
heirs, representatives and assigns absolute 
right to the property in perpetuity. (See 
Title.) 

Absorb 

When buying orders are in_ sufficient 
volume to counterbalance selling orders 
without a substantial change in prices, the 
stock or other market is said to absorb or 
assimilate offerings, e. g., “the market en- 
countered selling in the last hour but ab- 

sorbed all offerings without appreciable price 
changes.” 

Absorption Point 
The saturation point; the point at which a 

market refuses to accept greater offerings 
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(See Absorb, without price concessions. 
Digested Securities.) 

Abstraction of Bank Funds 

The revised statutes of the United States 
make the willful abstraction, embezzlement 
or misapplication of the funds of the Fed- 
eral Reserve banks or of member banks by 
its officers, directors or employees a mis- 
demeanor, punishable upon conviction by a 
fine of not to exceed $5,000, or imprisonment 
for five years, or both. The willful making 
of false entries or the unauthorized issue of 
circulating notes, certificates of deposit, 
drafts, bills of exchange, bonds or mort- 
gages is included under this title. (See 
Embezzlement. ) 

Abstract of Title 

A document usually prepared by an attor- 
ney or conveyancer to trace the history of 
the ownership of real property to establish 
the present title. The purchaser of, or 
lender on, real property usually has the right 
to require an abstract, tracing the title back 
to the earliest grant. The history of a title 
shows how it was originally acquired and 
all successive changes of ownership, as well 
as all outstanding mortgages, restrictions 
and incumbrances upon it, and trusts, if any, 
affecting it. The validity of an abstract of 
title may be guaranteed by a title insurance 
company which undertakes to indemnify the 
purchaser against any loss that may arise 
through defects in the title. (See Title 
Insurance, Title Insurance Company.) 

Acceptance 
This term has three meanings: 
(1) One of the essential conditions to a 

contract in order to be legally binding 
between the parties. Offer and acceptance 
to a contract are essential to its validity. 
(See Contract.) 

(2) As applied to a time draft or bill of 
exchange, acceptance means to honor it, 1. e., 
to signify intention to pay it at maturity by 
the drawee. It is the signification by the 
drawee of his assent to the order of the 
drawer. Acceptance consists of writing the 
word, “Accepted,” across the face of the in- 
strument, indicating the date, bank where 
payable, with the signature of the drawee 

thereunder. After acceptance, a draft or bill 
has the same status in law as a promissory 
note. The acceptor becomes the maker and 
the drawer becomes the indorser. (See 
Draft, Negotiable Instruments Law.) 

(3) Although, technically, acceptance 
consists of the act of accepting a time draft 
or bill of exchange by the drawee, the term 
is more commonly used to designate the ac- 
cepted bill itself. Acceptances are of two 
classes, trade and bankers. (See Bank 

Acceptance, Draft, Trade Acceptance.) 

Acceptance Corporation 
See Discount Corporation. 

Acceptance Credit 
One means of financing import and export 

(also domestic) transactions is by arranging 
an acceptance credit with a bank. Commer- 
cial banks, including foreign banking cor- 
porations organized under the various state 
laws and Edge Act, are authorized to engage 
in the acceptance business under the regula- 
tions of the Federal Reserve Board. 

In an acceptance credit a bank substitutes. 
its credit for that of its customer. Since a 
bank is better known than an individual, its. 
acceptances enjoy a readier market and 
lower discount rate than a trade acceptance.. 
It is the highest-grade commercial paper. 
The first step in arranging an acceptance: 

credit is to obtain a Letter of Credit from: 
the issuing bank. Acceptance credit is the 
sum which may be drawn under the let- 
ter of credit, and bills drawn under the letter 
of credit, when accepted by the bank, become 
acceptances. To illustrate the operation of 
an acceptance credit an example is given: 
Suppose concern “A” in New York sells 
merchandise to concern “B” in London. 
After the letter of credit has been granted, 

concern “A” will draw two drafts when the 
shipment to concern “B” is made. The first 
is upon concern “B”, say at 30 or 60 days’ 
sight, to which an ocean bill of lading and 

other usual shipping documents are attached. 
The second is drawn on and accepted by the 
bank from which the letter of credit was 
secured. Once accepted, the drawer may 
hold it until maturity, or if in need of cash 
may discount it at the accepting bank, or 
elsewhere. The first draft with documents 
attached, serving as the bank’s security, are 
forwarded to London, addressed to a corre- 
spondent or collecting bank for collection. 
Funds in New York dollars are remitted by 
draft upon maturity of the acceptance by the 
London correspondent which collects the 
proceeds. It will be seen that neither the 

bank nor the customer puts up any cash 
unless the customer wishes to have the ac- 
ceptance discounted. The bank usually 



6 ENCYCLOPEDIA OF BANKING AND FINANCE 

charges a commission for accepting bills 
from one-eighth per cent. to one-quarter per 
cent., depending upon the amount involved 
and upon the location of the drawee. 

In opening an acceptance credit with a 
bank, the customer must fill out the following 

forms—application for acceptance credit, 

indemnity against all losses which the bank 
may incur and preparation of shipping docu- 
ments in accordance with the letter of credit. 
(See Bank Acceptance, Letters of Credit, 
Limitations on Acceptance Credits. ) 

Acceptance for Honor 
A term to denote the acceptance of a 

draft or bill of exchange by another party 
when acceptance has been refused by the 
drawee, and protest for non-acceptance has 
been made. When the drawee refuses to ac- 
‘cept a bill, or to pay it when due, any party 
may accept or pay it in order to save the 
honor of the drawer, or of an indorser, by 
declaring before the notary public who pro- 
tested it, that he accepts (or pays) the bill 
for honor, and for whose honor. The notary 

should indicate for whose honor the instru- 
ment is accepted or paid. (See Negotiable 
Instruments Law, Art. 14-15.) 

Acceptance Houses 
See Discount Corporation. 

Acceptance Liability 

The total liability which a bank assumes 
in accepting bills drawn on it by its cus- 
tomers in the financing of export, import 
and domestic transactions. Although banks 
accept bills drawn by high-class and well- 
known risks, they are required to keep a 
record of the aggregate of the liability cre- 
ated by such acceptances in an account en- 
titled, “Liability on Account of Acceptances.” 
This account is offset by a corresponding - 

asset entitled, “Customers’ Liability on Ac- 
count of Acceptances.” If the customers fail 

to deposit funds to meet the drafts at matu- 
rity, the bank has recourse against them. 

(See Acceptance Credit, Acceptance Line, 
Letters of Credit.) 

Acceptance Liability Ledger 

A ledger in which full particulars of bills 
accepted for each customer are entered 
under an account bearing his name. The 

particulars are usually as follows: name and 
address of customer (drawer), line, date, 
Jetter of credit number, acceptance number, 

expiry date, amount of bill, total amount 
accepted or expired, and date of payment. 

Acceptance Line 
The maximum limit in dollars which a 

bank commits itself to accept for a single 
customer. This limit is usually fixed by the 
credit officers of the bank, acting upon rec- 
ommendation of the manager of the foreign 
department, in the case of acceptances aris- 
ing out of import and export transactions. 
The acceptance line cannot exceed the legal! 
limitation. (See Limitations on Acceptance 
Credits. ) 

Acceptance Maturity Tickler 
A record in which acceptances are jour- 

nalized according to maturity dates in order 
that the amount of daily maturities can be .« 

determined at a glance. A single page is 
usually devoted to the maturities for each 
date. (See Tickler.) 

Acceptance Register 
A journal in which full particulars of all 

bills accepted by the bank for its customers 
are chronologically recorded. These partic- 
ulars are usually as follows: date of ac- 
ceptance, bank’s acceptance number, name of 
officer sanctioning, signature of officer sign- 
ing, customer’s number of bill, date, tenor, 

maturity, drawee, payee, for account of, list 
of documents received, whether original or 

duplicates attached, number, and date of 

credit. 

Acceptor 
See Acceptance, Draft. 

Accommodation 

To be supplied with funds when applica- 
tion is made to a bank. “Brokers had little 
difficulty in finding accommodation for their 

needs.” 

Accommodation Indorsement 
See Accommodation Paper. 

Accommodation Indorser 

See Accommodation Paper. 

Accommodation Note 

See Accommodation Paper. 

Accommodation Paper 
A note or bill signed by a party as maker, 

indorser or acceptor “to accommodate” an- 
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other whose credit is not strong enough to 
enable him to borrow on his single name. 
The accommodation party receives no con- 
sideration, except in some cases a commis- 
sion for lending his credit. The position of 
the accommodation party is that of a surety 

or guarantor. Although he does not expect 

to be called upon to pay the note or bill at 
maturity and has no obligation to the person 
accommodated, he is liable to any other 
holder for value without notice and can be 
compelled to meet the instrument in full. If 
there are prior indorsers, however, he has 
recourse against them. 

Corporations, including banks, have no 
power to make or indorse accommodation 

paper, which is not regarded as commercial 

paper. 

Accommodation Party 
One who signs a note or bill as maker, 

drawer, acceptor or indorser, without re- 

ceiving value therefor, but fully liable, never- 
theless, for the purpose of lending his credit 
to another. (See Accommodation Paper.) 

Account 

A record of financial transactions usually 
involving debits or credits, or both; an ac- 

count with a bank or broker means funds 
deposited as a basis of financial transactions 
against which checks may be drawn or 
orders to buy or sell securities may be made. 

Account and Risk 

All transactions between broker and cus- 
tomer are at the risk of the customer, who 
is the principal. Statements confirming the 
execution of buying and selling orders issued 
by a broker are stamped, “For the account 
and risk of ,’ the customer. 

Accountant 

See Auditor, Certified Public Accountant. 

Account Day 
One of the settlement days on the London 

Stock Exchange where settlements are made 
twice a month. The settlement lasts three 
days, and the account day, also known as 

pay-day, is the third and last of the settle- 
ment, on which delivery and payment are 
made for the transactions of the preceding 

half month. (See Settlement Days.) 

Account Sales 
A statement submitted by a _ consignee, 

broker, or other commission merchant or 
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agent, showing the proceeds of the sale of 
goods or securities sold for the account of 

the owner. This statement shows full par- 
ticulars, viz., selling price, expenses in- 
curred, such as freight, warehousing, insur- 

ance, etc., commission, and finally the net 

proceeds due to the owner. 

Accounts Current 
Same as Statement of Account (q. v.). 

Accounts Payable 
Accounts due to creditors as shown by the 

books of a business, but not evidenced by 
notes, drafts or acceptances; aggregate sum 
due to trade creditors; a controlling account 

in the general ledger to indicate the total of 

balances due to creditors on open accounts, 
as shown by the subsidiary (Accounts Pay- 
able, Purchases or Creditors) ledgers. 

Accounts Receivable 

Accounts due from customers as shown 
by the books of a business, but not evidenced 
by notes, drafts or acceptances; aggregate 
sum due from trade debtors; a controlling 
account in the general ledger to indicate the 
total of balances due from customers on 
open accounts as shown by the subsidiary 
(Accounts Receivable, Sales or Customers) 

ledgers. 

Account Turnover 

In analyzing statements as a basis for 
measuring credit risks, it is important to as- 
certain how fast the accounts are being 
turned over, 7. e., whether the terms of credit 
of the concern are being fulfilled as shown 
by collections. The account turnover is also 
known among credit men as the Sales to 
Receivables ratio. It is determined by divid- 
ing the annual sales by the average amount 
of accounts receivable standing on the books 
at any given time. What the account turn- 
over should be depends upon the terms of 
credit offered by the concern under analysis. 
Where sales are fairly constant from month 
to month, and the terms of credit 30 days 
net, in an ideal case, the account turnover 

should be 12—1, meaning that the accounts 

should be turned over 12 times a year. Sales 
in any month should be paid in the next 
succeeding month, 7. ¢., the collections of 
any one month should equal the sales of the 
next preceding month. Consequently, the 
accounts receivable outstanding one month 
would be one-twelfth of the total sales for 
the year. If this ratio were twenty to one, 
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it would be evident that the terms of credit 
were being anticipated and advantage taken 
of discounts offered, arguing for a favorable 
condition. If collections lag behind sales, as 
shown by a ratio of nine to one, one or all 
of five conclusions might be drawn: 

(1) The credit department has over- 

extended credit and allowed customers to 

over-commit themselves. 
(2) A poorer class of customers, who 

have been unable to pay their bills promptly, 
has been accommodated. 

(3) The credit department has been lax 
in enforcing collections. 

(4) External conditions are becoming ab- 

normal—that money is tight and everybody 
is experiencing difficulty in paying promptly. 

(5) It may show a favorable condition, 
for example, that sales are expanding and 
collections have not yet caught up. (See 
Credit Barometrics, Statement Analysis.) 

Accrued Dividend 

Regular dividends assumed to be earned, 

but not yet declared or due or payable. A 
dividend on stock does not accrue like inter- 

est on bonds. Dividends are uncertain and 
do not become payable until and unless 

earned and declared, where interest is an 

obligation which must be met, whether cov- 
ered by earnings or not. While it may be 
illogical to assume dividends to accrue upon 
common stock, since the rate is contingent 

upon earnings, dividends upon preferred 
stock may more logically be assumed to 
accrue because they are more certain and 

the rate is fixed. 
On organized stock exchanges stocks are 

not sold with accrued dividends; instead, 
prices at which stocks are quoted and traded 
are inclusive of any dividend which may be 
or has been declared. Sales of stock “with 
accrued dividends” occur only in special cases 
by agreement, and then only where the stock 
is guaranteed, or in preferred issues where 
the dividend is known to be both certain and 
fixed. (See Dividend, Ex-dividend.) 

Accrued Interest 

Interest earned, but not yet due and pay- 

able. In the United States, unless otherwise 

specified, bonds are quoted and traded at a 
price exclusive of accrued interest. The 

purchase price is for the principal alone and, 
in addition, the buyer must pay interest at 

the coupon rate on the face value of the 
bond from the last coupon date until the 

date of delivery. If specified, bonds may be 
sold “flat,” meaning that the quoted or agreed 

price includes any interest which may have 
accrued since the last coupon date. In Eng- 
land, trading “flat” is the regular method. 

(See Flat.) 

Accrued Interest Payable 
An account in the general ledger of a bank 

representing the interest owing to depositors 
upon their balances. It may also include 

interest on advances from a Federal Reserve 
bank. The amount of this item may be as- 
certained daily or monthly and is determined 
approximately by multiplying the aggregate 
of interest-bearing balances by the average 
rate. 

Accrued Interest Receivable 
An account in the general ledger of a bank 

representing interest accrued upon loans and 

investments, but not yet collectible. It may 
be accrued upon the daily or monthly basis 
and determined, approximately, by multiply- 
ing the aggregate of loans and investments 

by the average rate. 

Accumulate 

See Accumulation. 

Accumulation 
The quiet purchase of securities in a dull 

market by private investors, speculators or 
financial interests when prices have declined 
to a point below the value represented by 
underlying assets, potential earning power 
and current interest or dividends. Such 
buying is undertaken not for the purpose of 
supporting the market but for profit in the 

belief that the business outlook warrants 
higher prices. Accumulation usually implies 
the purchase of securities by powerful and 
well-informed interests or by _ speculative 
pools prior to or during a Campaign (q.v.). 

With reference to the speculative cycle, 
the period of accumulation begins at the 
conclusion of a bear market, when average 
prices are at a low level, and lasts until 
prices have risen high enough to induce dis- 
tribution. (See Banking Support, Specula- 
tive Cycle.) © 

Accumulative 

Same as Cumulative. (See Cumulative 
Dividends, Preferred Stock.) 

Accumulative Dividends 

Same as Cumulative Dividends. (See 
Cumulative Dividends, Preferred Stock.) 
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Acid Test 
An expression used among bank credit 

men in statement analysis work to indicate 
the ratio of cash and trade receivables to 
current liabilities. If this ratio is two for 
one, or better, an extremely favorable posi- 

tion is disclosed. 

Acknowledgment 
A declaration, admission or certificate 

taken before a notary or other attesting of- 
ficer, stating that the maker of an instru- 
ment or document has appeared before him 
and subscribed it as a voluntary act without 
duress. 

Acquittance 
A written document which releases a per- 

son from paying a debt or performing a 
contractual or other obligation. 

Action 

The French term for share of stock. 

Active Account 

Bank—An account in which deposits and 
withdrawals are frequently made. The ex- 
pense of handling an account varies directly 
with its activity, because of the cost of sta- 
tionery, clerical aid and the use of the 
bank’s space and equipment. An active ac- 
count should maintain larger daily balances 
than an inactive one. (See Analysis Depart- 
ment, Bank Cost-Accounting. ) 
Broker—An account showing frequent 

purchases and sales. Such an account usu- 

ally is given preferential treatment in the 

matter of interest-carrying charges. 

Active Assets, 

Assets which are continuously employed in 
the business; productive assets; the opposite 
of dead assets. (See Assets.) 

Active Capital 
Capital continuously employed in_ profit- 

making pursuits. (See Capital.) 

Active Market 

One in which the volume of sales is large 
and there is a rush of orders to be executed. 
On the New York Stock Exchange, when 
1,000,000 shares a day are sold, the market 
is regarded as active; with from 1,500,000 
to 2,000,000 shares per day, very active; 
with less than 500,000, inactive. In January, 
1922, the largest full day’s trading in stocks 
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was 1,139,175 shares, and the smallest full 
day’s trading, 405,015 shares. For the same 
month, the largest day’s trading in bonds 
was $28,990,850, par value, and the smallest 
day’s trading was $13,605,200. The greatest 
volume of sales yet recorded on the New 
York Stock Exchange occurred on May 9, 
1901, and was 3,336,695 shares. (See New 
York Stock Exchange.) 

Active Securities 

Securities in which daily sales occur and 
for which daily quotations are available. 
Such securities are said to enjoy a “good 
market,” and consequently possess high mar- 
ketability and hypothecary (loan) value. 

Act of Bankruptcy 
See Bankruptcy. 

Actual Reserve Position 
See Clearing House Statement. 

Actuary 
An insurance expert in mathematics and 

statistics. He computes risks based upon 
mortality tables and the laws of probabilities 
and averages, determines annuity rates, pre- 
miums upon policies, reserves against death 

claims, dividends upon participating policies, 
and other statistical data necessary to deter- 
mine cash or loan values, amounts of ex- 

tended and paid-up insurance, etc. (See 
Insurance. ) 

Adjustable Currency 
Another term for Elastic Currency (q.v.)- 

Adjusted Reserve 
See Naked Reserve. 

Adjustment Bonds 
Bonds usually growing out of reorganiza- 

tions in which an attempt has been made to 
scale down the funded debt and to reduce 
fixed charges. Most adjustment bonds are 
in reality mortgage income bonds (although 
sometimes unsecured), upon which interest 
is payable only if earned. Failure to pay 
interest upon such bonds does not constitute 
cause for foreclosure. Interest upon these 
bonds is a claim upon earnings only after 
payment of interest on all prior obligations. 
Thus, they are a claim on earnings prior to 
stock issues only. Sometimes adjustment 
bonds arise out of an adjustment of several 
existing issues into one class to provide for 
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a uniform rate, but usually adjustment bonds 
are merely another name for income bonds. 

Adjustment Mortgage 
See Adjustment Bonds. 

Adjustment Mortgage Bonds 
See Adjustment Bonds. 

Adjustments 
The correction of errors in statements of 

account submitted by banks to their cus- 
tomers due to misposting, omission of de- 
posit, unauthorized payment of check, failure 
to credit interest, overcharge for commis- 
sion, etc. Adjustments are made by the 
bookkeeping or auditing department. (See 

Auditing Department. ) 

Administration, Letters of 
See Letters of Administration. 

Administrator 

A person appointed by the probate (or 
surrogate) court, or by the registrar of 

wills, to settle the estate of an intestate de- 

cedent (one who has died without leaving a 

will). His authority to act consists of Let- 
ters of Administration, granted by the court. 
He qualifies by giving bond, and follows 

much the same procedure as an executor. He 

collects the assets, advertises for claims and 
pays them off, and distributes the personal 

property among the rightful heirs in accord- 
ance with the inheritance laws of the state. 

Administrators are of the following 

classes: (1) general administrator, appointed 

to act where there is no will; (2) adminis- 

trator cum testamento annexo (with the will 
annexed), who acts when a decedent leaves 
a will without naming an executor, or when 

the executor has died, has become incapac- 
itated, or refuses to act; (3) administrator 
de bonis non, who acts when the first. ad- 

ministrator has died or has been discharged 

before the estate has been fully adminis- 
tered; (4) administrator pendente lite, who 
is appointed to take charge of an estate 

pending the outcome of litigation over a 

contested will; (5) administrator durante 
minoritate, who is appointed to act during 
the minority of an executor; (6) adminis- 
trator ad litem, who acts wherever the de- 
ceased has been or his estate is, a party toa 
suit, but only for the purpose of such action. 
(See Executor, Letters of Administration.) 

Administratrix 

The feminine form of Admuntstrator 

(q. v.). 

Ad Valorem 

Latin for according to value. This term 
is used in connection with the tariff on 
imports. There are two principles of levy- 
ing customs duties; based on number or by 
weight, or declared value. The first is 

called a specific duty; the second, an ad 

valorem. 

Advance 

This term has three meanings : 

(1) In general, the same significance as 
the word loan. 

(2) A deposit paid on account, or before 
a contract is completed, or legally due. 

(3) An expression to indicate a rise in 

prices. 

Advice 

A form letter sent by a bank to a customer 
or bank in acknowledgment of the receipt or 

credit of money, checks, drafts, securities or 

other documents, or that it has executed the 

instructions of its customer, such as to make 

a telegraphic transfer, a payment of money, 
purchase of securities or to issue a letter of 

credit. On the other hand, a bank receives 

advices from correspondent banks, etc. 
These are known as incoming or returning 

advices. 

Advice Book 

A book or file in which duplicate outgoing 
and incoming advices are kept. 

Advice Department 
The department of a bank which handles 

advices, receipts or acknowledgments of de- 
posits, securities, etc., received from cus- 
tomers, and which receives and checks in- 
coming and return advices. (See Advice.) 

Advise Fate Item 

. See Wire Fate Item. 

Affidavit 

Latin for “has pledged his faith.” A writ- 
ten statement subscribed and sworn to before 
a notary public, commissioner, consul or 

other officer empowered to administer oaths. 
The affidavit must contain the afhant’s 
(deponent’s) name and address and signa- 
ture of the attesting officer. 
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Affiliation 
A concern whose management is closely 

connected with that of another. An affilia- 
tion may be secured with another company 
by a partial or controlling stock interest or 
by means of an interlocking directorate. An 
affiliated company is closely allied to a sub- 
sidiary company, except that in the latter 
control is more complete. (See Subsidiary 
Company.) 

After Date 

An expression used in notes, drafts and 
bills of exchange. “Ninety days after date 
pay to the order of ———————_,”’ the date 
referred to being the date the instrument is 
drawn. 

After Sight 
After acceptance, c. g., a draft payable 30 

days after sight is payable 30 days after 
presentation and acceptance. This term 
should not be confused with At Sight. 

Agent 
A person who represents or acts for an- 

other called the principal. It is a legal rela- 
tionship which permits the agent to transact 
business for the principal with third parties. 
Agents are of three kinds: special, which 
have authority to do specific acts; general, 
which have general authority with stipulated 
limitations; and universal, which have un- 

limited authority. The relationship between 
principal and agent is well defined by law 
and should be thoroughly understood by 
those who enter into it. The chief point 
which an agent must bear in mind is that 
while acting for his principal he must sign 
himself as agent so as to avoid personal 
liability. (See Foreign Agencies.) 

Agent de Change 
The title given 

Paris, 
Europe. 

to a member of the 
and other bourses, of continental 

Agio 
The premium which the metallic or other 

currency of a country may command over 
legal tender paper money which is its face 
equivalent. This term is restricted in its use 
to continental Europe. 

Agricultural Credit 
Credit extended to farmers for the pur- 

pose of facilitating farm operations, 7. ¢., 
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planting and harvesting of crops; purchase 
of implements and tools; breeding, raising, 
fattening or marketing of live stock and 
dairying, as differentiated from credit ex- 
tended to purchase farm land. The latter is 
called farm mortgage credit. (See Agricul- 
tural Credit, Agricultural Paper, Farm 
Credits Act, Farm Mortgage Company, 
Farm Mortgages, Federal Farm Loan Sys- 
tem.) 

Agricultural Credit Act of 1923 
See Farm Credits Act. 

Agricultural Credit Corporations 
See Farm Credits Act. 

Agricultural Loans 
See Agricultural Credit, Agricultural 

Paper, Amortization Loans, Farm Credits 
Act, Federal Farm Loan System. 

Agricultural Paper 
Notes and acceptances arising out of agri- 

cultural transactions as distinguished from 
purely commercial or industrial transactions. 
If otherwise eligible, agricultural paper 
having a maturity of six months is eligible 
for rediscount. 

As defined by the Federal Reserve Board 
(Regulation A, a vi, Series of 1920) six 
months’ agricultural paper is “a note, draft, 
bill of exchange or trade acceptance drawn 
or issued for agricultural purposes, or based 
on live stock; that is, a note, draft, bill of 
exchange or trade acceptance the proceeds 

of which have been used, or are to be used, 
for agricultural purposes, including the 
breeding, raising, fattening or marketing of 
live stock, and which has a maturity -at the 
time of discount of not more than six 
months, exclusive of days of grace.” (See 
Cattle Loans.) 

Aldrich-Vreeland Act 

See National Monetary Commission. . 

Alfonso 

See Foreign Moneys—Spain. 

Allonge 
A slip of paper attached to a bill of ex- 

change to provide for additional indorse- 

ments because the original bill does not 

afford sufficient space. 
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Allotment 

The share or portion of an issue of securi- 
ties granted or assigned by an investment 
house or syndicate to the subscriber. In an 

underwriting syndicate the allotment would 
be made to syndicate members (participants). 
An allotment may be less than the amount 
subscribed, since offerings of securities are 

made “subject to allotment.” 

Allotment Notice 

A letter issued to a subscriber or appli- 
cant for bonds or stocks, announcing the 
quantity allotted or assigned to him, the sum 
payable and when, or if payable in install- 

ments, the several payment dates. 

Allottee 

A person, investment house or syndicate 

member to which securities are allotted in 

response to a subscription therefor. 

Alloy 
A base metal mixed with gold or silver 

to impart greater durability to coins made 
therefrom, because pure gold and _ silver 
are too soft for currency purposes. The 

gold and silver coins of the United States 

are 9/10 fine, «. e., they contain nine parts 
pure metal and one part alloy. The alloy 
used in gold and silver coins consists of 
copper alone. Five cent pieces are 75 per 
cent. copper and 25 per cent. nickel. One 
cent pieces are 95 per cent. copper, 4 per 
cent. tin and 1 per cent. zinc. 

English gold coins are 11/12 fine and 
because purer, are subject to greater abra- 
sion than those of the United States. (See 
Abrasion, Coinage.) 

Alteration 

Any material change involving an erasure 

and re-writing, whether in a check, or other 
negotiable instrument, or bookkeeping entry. 
An alteration may consist of a change in 
amount, date, time and place of payment, 

medium or currency, or in the name of the 
payee or maker. 

Any material alteration in a check must 

be initialed or signed by the drawer. Due to 
the greater ease of forging initials, it is rec- 
ommended that alterations be confirmed by 

full signatures. In order to save future con- 

troversy, it is still better to draw a fresh 

instrument than to issue one showing evi- 

dences of carelessness or inaccuracy. 

The fraudulent alteration of checks, par- 

ticularly raising the amount, is’a source of 

great annoyance and loss. Numerous frauds: 
have been perpetrated upon banks in this 
way, and a bank is responsible to its cus- 
tomers for paying an altered check. Just as. 
a bank is presumed to know the signatures 
of its customers, so it is required to use due 

diligence in protecting them against losses 
through the fraudulent alteration of the 
amount. Paying tellers and check desk 
clerks should, therefore, scrutinize checks. 

for possible alterations before they are paid 
or charged to the drawer’s account. 

Various means have been invented to pre- 
vent fraudulent alteration of checks. These 
are discussed under Check Protecting De- 
vices (q.Vv.). 

Where alterations become necessary in the 
books of account in a bank, they should be 
made neatly by ruling through the wrong 
entry and writing the correct one above or 
below it. In this way the evidence is not 
destroyed and the books are left in a neater 
condition than if figures are written over, 

erased, scratched out or inked over. (See 
Forgery, Forged Instruments, Negotiable 

Instruments Law, Art. 9, § 205, 206.) 

Alternate Deposits 
Deposits made in the names of two per- 

sons connected by the word “or,” e. g., John 
or Mary Doe. Joint deposits are similar ex- 
cept that the names of the two persons are 
connected by the word “and,” e. g., John and 
Mary Doe. 

Either alternate or joint deposits may be 
interpreted as establishing (1) a merger of 
accounts of husband and wife, (2) a gift, 
(3) a trust, or (4) a joint tenancy. In the 
case of death of one of the parties, the whole 
belongs to the survivor. 

The purpose of these deposits is to secure 
convenience in the withdrawal of funds, or 
to make the balance an effective gift to the 
survivor immediately after death, thus. 
avoiding administratorship. 

Alternative Fiscal Agent 
See Fiscal Agent. 

Alternative Payee 
When a check or bill is payable to either 

of two persons, each is an alternative payee.. 

Amalgamation 
See Merger, Consolidation of Banks. 

American Acceptance Council 
An organization located in New York 

City, formerly known as the Americam 
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Trade-Acceptance Council, the purpose of 
which is to carry on an educational cam- 
paign among producers, manufacturers, job- 

bers, and retail merchants, on the use and 
advantages of trade and bank acceptances. 
It is also designed to further the develop- 
ment of an open market for this class of 
paper, and to aid in the standardization of 
forms and rules in connection with the issue 
of letters of credit, and documents arising 
thereunder as a result of domestic and inter- 
national trade. 

American Bankers Association 

The most important association of banks 
and bankers in the United States, founded 
at its first convention, July 20-22, 1875, at 
Saratoga Springs, N. Y. It is a voluntary 
association, the purpose of which is stated in 
the Declaration of its Constitution as fol- 

lows: 

“To promote the general welfare and use- 
fulness of banks and financial institutions 

and to secure uniformity of government; to 
obtain practical benefits to be derived from 

personal acquaintance and from the discus- 
sion of subjects of importance to the banking 
and commercial interests of the country, and 
especially in order to obtain the proper con- 

sideration of questions regarding the com- 
mercial and financial usages, customs and 
laws that affect the banking interests of the 
entire country, and for protection against 
crime.” 

All bank organizations are eligible for 
membership upon payment of the annual 
dues, based upon capital and surplus. The 
supreme authority of the association is 
vested in the general convention which as- 
sembles once a year, individual delegates 

representing the bank members. The ad- 
ministration of affairs between conventions 
is vested in the officers and the executive 
council, both of which are subject to the 

control of the general convention. 

The association is divided into four divi- 
sions based on different business classes of 
membership, three miscellaneous sections and 

two departments. The divisions are: trust 
company, savings bank, national bank and 
state bank. The sections are: the Clearing 
House, American Institute of Banking (q. v.) 
and State Secretaries. The departments 
are: legal and protective. Each division 
and the American Institute of Banking has 

its own officers, committees and set of by- 

laws. The by-laws relate primarily to the 
administration of the central body and the 
work of the permanent council committees, 

which are as follows: Finance, Federal Leg- 
islation, State Legislation, Protective, State 

Taxation, Insurance and Membership. 
The official publication of the association, 

issued monthly, is styled The Journal of the 
American Bankers Association. The address 
of the official headquarters of this associa- 
tion is 110 East Forty-second street, New 
York City. 

American Institute of Banking 
An organization founded in 1900 as a 

section of the American Bankers Association 
(q.v.). It was originally known as The 
American Institute of Bank Clerks. Its 
object is the education of bankers in bank- 
ing and the establishment and maintenance 
of a recognized standard of education by 
means of official examinations and issuance 

of graduation certificates. The work of the 
institute spreads over the entire United 
States through the organization of chapters 
in the larger cities. Where city chapters* 
are not practicable, state chapters are organ- 
ized for pursuing courses of study, either 
in classes or by correspondence. For re- 
moter places, courses of study are pursued 

by correspondence. Conventions of the in- 
stitution are held annually. Headquarters 

*The location of the chapters on the date of 
this publication was as_ follows: Akron, O75 
Albany, IN) ¥.3-) Ashville, IN. Cos “Atlanta, | Gav; 
Baltimore, Md.; Bartlesville, Okla.; Beloit, Wis.; 
Birmingham, Ala.; Boston, Mass.; Bridgeport, 
Conn.; Buffalo, N. Y.; Cedar Rapids, Ia.; Charles- 
LON, ee Oe, Chattanooga Lenn. Gnicago, Lil. 
Cincinnati, O.; Cleveland, O.; Columbia, S. C.; 
Columbus, O.; Dallas, Tex.; Danville, Va.; Day- 
ton, O.; Denver, Colo.; Des Moines, Ia.; Detroit, 
Mich.; Duluth, Minn.; Eau Claire, Wis.; Bound 
BLOOK Ne lose tie a base Ee litteeeich: = Fresno, 
Calif.; Gary, Ind.; Great Falls, Mont.; Harrisburg, 
Pa.; Hartford, Conn.; Helena, Ark.; Huntington, 
W. Va.; Indianapolis, Ind.; Ithaca, N. Y.; Jack- 
sonville, Fla.; Janesville, Wis.; Joplin, Mo.; 
Kansas City, Mo.; Knoxville, Tenn.; Lancaster, 
Pa.; Lawrence, Mass.; Little Rock, Ark.: Los 
Angeles, Calif.; Louisville, Ky.; Lynchburg, Va.; 
Macon, Ga.; Memphis, Tenn.; Milwaukee, Wis.; 
Minneapolis, Minn.; Nashville, Tenn.; Newark, O.; 
New Bedford, Mass.; New Britain, Conn.; New 
Haven, Conn.; New Orleans, La.; New York, 
N. ¥.: Norfolk, Va.; Omaha, Neb.; Passaic, N. J.; 
Philadelphia, Pa.; Phoenix, Ariz.; Pittsburgh, Pa.; 
Portland, Ore.; Providence, R. I.; Racine, Wis.; 
Redlands, Calif.; Richmond, Va.; Rochester, N. Y.; 
Sacramento, Calif.; St. Louis, Mo.; St. Paul, 
Minn.; Salt Lake City, Utah; San Antonio, Tex.; 
San Diego, Calif.; San Francisco, Calif.; Santa 
Barbara, Calif.; Scranton, Pa.; Seattle, Wash.; 
Sioux City, Ia.; Spokane, Wash.; Stamford, Conn.; 
Stockton, Calif.; Syracuse, N. Y.; Tacoma, Wash.; 
Toledo, O.;. Tucson, Ariz.; Tulsa, Okla.: Utica, 
N. Y.; Washington, D. C.; Waterloo, Ia.; Water- 
town, N. Y.; Wheeling, W. Va.; Winona, Minn.; 
York, Pa.; Newark, N. J.; Fox River Valley Chap- 
ter, Appleton, Wis.; Michigan State Chapter, De- 
troit, Mich.; Illinois State Chapter, Atkinson, IIL; 
Minnesota State Chapter, Winona, Minn.; Okla- 
homa State Chapter, Oklahoma City, Okla.; Texas 
State Chapter, Austin, Tex.; Wisconsin State Chap- 
ter, Wausau, Wis. 
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are located at 110 East Forty-second street, 
New York City. The organ of the Ameri- 
can Institute of Banking is styled Bulletin of 
the American Institute of Banking, and is 
published quarterly. 

American Parity 
A foreign exchange term to indicate the 

equivalent in United States money of the 
foreign price of a security traded in mter- 

nationally. 

Amortisement 
Same as Amortization (q. v.). 

Consequently, a part of the cash interest paid 
periodically on the bond should not be re- 
garded as income, but as an amount to be 
applied to the reduction of the principal of 
the investment. This is accomplished by a 
charge at each bond interest date to the cash 
interest account and a corresponding credit 
to the bond or premium on bonds account. 

To show briefly the mathematical history 
of a bond bought at a premium and carried 
on an investment basis, suppose a 6 per cent. 
four-year semi-annual bond, issued March 
1, 1915, was bought to yield 4% per cent. 
The following table shows what portion of 
the cash interest is to be regarded as net 

In Reduction of 
Cash Net Principal of the 

Interest Income Investment, or Book 
Date 6% 414% Amortization Value Par 

LOTS Mardi. ee ee i ees eee (cost ) 1,054.40 1,000.00 

HCD bse Li. cecpuneseduetectecuentense 30.00 23.70 6.30 L048: 10) he ee 

1916 ar ae ett 30.00 23.60 6.40 LOG SO. eae eee 
SHED te) Li waeetcoteepiescskeeete 30.00 23.40 6.60 1,035:10 ae aie 

1917: Beata l ure nccrooth een tee 30.00 23.30 6.70 1,028:40 tts Wage eae ee 
SIGUE Sh Pipsccacepoarrenenteomeees 30.00 23.10 6.90 1,021:50) Sie ae eee 

1918 tMart saith 30.00 23.00 7.00 10145041 ee 

SUED E16) racesteceee cevepeeseenscee 30.00 22.80 7.20 1,007,304) ie eee 

1919 pMaris love eeten earner 30.00 22.70 7.30 4,000.00, 7c) aM eee 

240.00 185.60 54.40 

MATHEMATICS OF AMORTIZATION 

Amortization income or yield and how much in reduction 

This term has two meanings: 

(1) Literally, “killing off,’ or wiping 
out, a term usually applied to the payment of 

long-term debt on the installment or sinking- 

fund plan; the gradual reduction of a debt 

by equal periodic payments sufficient to pay 
current interest and to extinguish the prin- 
cipal at maturity; the reduction of a debt by 
the application of annual or semi-annual par- 
tial payments to the discharge of the princi- 
pal. This method of debt reduction usually 
applies to long-term debts, especially farm 
mortgage loans of the Federal land banks 
and joint-stock land banks (a method bor- 

rowed from European farm mortgage 
finance), and corporation bonds of the sink- 
ing-fund type. (See Amortization Loans.) 

(2) The process of reducing or writing 
off a bond bought at a premium in order to 
bring its investment or basis value into coin- 
cidence with par value on the maturity date. 
The premium paid for a bond at the time of 
purchase represents a part of the investment 
which will not be returned at maturity. 

of the principal of the investment. Refer- 
ence to the bond table shows that such a 
bond would cost $1,054.40. 

The yield is determined by multiplying the 
book value, which in the first instance is the 
purchase price, by the pre-determined yield 
or basis rate, 4% per cent. The net income 
for September 1, 1915, is determined by mul- 
tiplying $1,054.40 by 4% per cent. This is 
$23.70. The difference between $23.70 
(yield) and $30.00 (cash interest) is $6.30, 
which is the first amortization installment to 
be applied in the reduction of the principal 
of the investment. The new book value, or 
investment value for September Ist, is the 
difference between $1,054.40 and $6.30, or 
$1,048.10. Since the investment value is 
constantly being reduced, the net income for’ 
each subsequent interest period declines. It 
will be seen that the total of the amortization 
is equal to the premium and that provision 
has been made to completely extinguish it. 

The entry in the books for the first in- 

terest period should be as follows: 
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BRIE AMEE iatethices tosshiniseaventanereiriosteros : $30.00 

11 yes aOR an La D and ciel $30.00 

RR MRTITOTESE (LANCOME 5.aiceiscsodeeiscasessiens $23.70 
IE ee ec dlcar ssp thdenss cxdeimententtes tions 6.30 

SOMMER EW Oe ea taicee fe ion vencacenaten (nossvectacets $30.00 

Bonds bought at a discount are treated 
exactly the same way, except that the prin- 

forty years. Payments are made annually 
or semi-annually so as to liquidate the entire 
indebtedness in the period of the loan. To 

illustrate the mathematics of an amortiza- 

tion loan, the following table is given. The 
loan is for $1,000 at 6 per cent. interest, 

repayable in five years by means of semi- 
annual installments of $117.24, which includes 
interest and part of the principal: 

To Apply to Increase 
Cash Net Principal of the 

Interest Income Investment, or Book 
Date 44% % Accumulati6n Value Par 

CLO AE flay Ba ad cog ACER Rr (cost) 945.60 1,000.00 
nt NR Nes CIRCE 15.00 21.30 6.30 951.90 AST 149. 

TURAL REER LD (ots ig asetedvvse¢usoesa T5007" 21.40 6.40 OFS NMD isl. kal isivoslediie 
a Eid Be EO oh ES Sila 15.00 21.60 6.60 OUND dM Tile Ab dctesasco 

Ath 8 ERY lair ie tae i ee eon 15.00 21.70 6.70 Spake ith: ORS ae meme peas 
PROTO rtd i cat Nas tik eceaten taints 15.00 21.90 6.90 OTR ae en) Pe aii: 

Sb Ee 0 oe I 15.00 22.00 7.00 Oa Meer LV, 0352 
SPELT OAM eRe RRR Sa a 15.00 22.20 7.20 DO 7. TURM ds oe. eesie's detec 

pS TET Ag ae pet cay eet ES 15.00 22.30 7.30 TULL UN rir) tay st 2 an 

120.00 174.40 54.40 

MATHEMATICS OF ACCUMULATION 

cipal of the investment is constantly being ,, : Applied Princi- 
added to instead of being reduced. The ee fetta pe Interest Dinelbal SP 
amount added to the investment at each in- Tite $117.24 $30.00 $87.24 $912.76 
terest period is called accumulation. The ee aoe 117.24 27.38 89.86 822.90 
above table is given to illustrate the mathe- SI Aan 117.24 24.69 92.55 730.35 

matical history of a 3 per cent. four-year = 4.0... 117.240" 21.91 95.33 635.02 
semi-annual bond issued March 1, 1915, and 5... 117.24 19.05 98.19 536.83 
purchased to yield 4% per cent. at the price 6... 117.247 9°16.10-. (01;14 (435.69 
of $945.60: See 117.24 13.07 04D 7ee i daiso2 

hee ore 117.24 9.95 107.29. 224.23 
Amortization Loans odo 117.24 6.73 INNA BE es BIR Bri 

eX term which applies to long-term loans, 10 evecssoces 117.13 O41 11372 woeeeeee 

especially farm mortgage loans, as allowed $1,172.29 $172.29 $1,000.00 ies 

under the Federal Farm Loan Act, in which 

the principal is extinguished or amortized 

during the period for which the loan is 
made. Amortization loans are the only kind 

permitted under the Federal Farm Loan Act. 

Before the enactment of this law, it was 

customary for farmers to borrow on farm 

mortgages as security, giving notes of from 

three to five years’ maturity, subject to re- 

newal. Each renewal necessitated the pay- 

ment of commissions and agents’ fees, and 

when made in times of financial stringency, 

farmers sometimes lost their farms because 

they could not get their loans renewed. 
Under the Federal Farm Loan Act, farm- 

ers may take out loans for as short a period 
as five years and for as long a period as 

“The Federal Farm Loan Board has en- 
couraged the Federal land Banks in establish- 
ing a standard 33-year loan. It has done 
this because this sort of loan is one which 
simplifies the bookkeeping, makes the mat- 
ter of payments and amortization plain to 
everybody, and gives every borrower the 
chance to turn himself so far as time is con- 
cerned. It spreads the privilege of payment 
over a generation in time, and meets every 
want of almost every borrower. Two amor- 
tization tables have been prepared on this 
basis of 33 years, covering both semi-annual 
and annual payments.’* These are exhib- 
ited below. 

* Federal Farm Loan Bureau, Circular No. 7, 
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LABLEY Applied Princi- 

(A loan of $100 at 6 per cent. interest re- oe a ay Tatereee rineipal Sai 

. payable in 33 years by means of semi- 54 0. 3.50 1.10 2.40 34.40 
annual instalments of $3.50, which includes 55.0, 3.50 1.03 2.47 31.93 
interest and part of principal.) Sha pa neeke 3.50 96 2.54 29.39 

Applied» Princi- "357 sh 3.50 88 262° 82677 
Nor! Ney Gudntetest. cciucivale ead eee 3.50 80 270 24.07 
1 hee al $3.50 $3.00 50.50 $9950 9 o0seeuaees 3.50 ‘2 2.78 21.29 
ZEN ee 3.50 2.98 52 08.98 ar OO Me eee 3.50 64 2.86 18.43 

[pe eee 3.50 2.97 53 O8 45 2 4hlce eas 3.50 55 2.95 15.48 
an val 3.50 2.95 55 07.00. G2. ee oe 3.50 47 3.03 12.45 
ie. wie 3.50 2.94 56 07.34.00 O35 ee 3.50 Ys 3.13 9.32 

Binet 3.50 2.92 58 06.76 2) 04.2 eee 3.50 28 S22, 6.10 

ye eee 3.50 2.90 '60)| 06.16 Oona 3.50 18 3.32 2.78 
gee 3.50 2.89 ‘615 95:55 amOGaee auaeee 2.87 09 2750) eee 
aaa eek Soe 3.50 2.87 63 94.92 — 
(eee aces 3.50 2.85 1655.0 0427 $230.37 $130.37 $100.00 ........ 
1H eee a athe? 3.50 2.83 67. 93.60 
Pr ies 350 281 69 92.91 TABLE2 — 
13a ene Basie ares 71 92,29 (A loan of $100 at 6 per cent. interest repay- 
14. ioe 3 50mm T7 73 91.47 able in 33 years by means of annual in- 
15, leas: 3 5QMeme 7a 76 90.71 ~~ Stalments of $7, which includes interest 
16 ee 350) = 272 78 39.93 and part of the principal.) ae 
17 250 ate270 80" 80.13 “py ae eee ee 
15.5 eee 3.50 2.67 83 88.30 No. ment Interest principal unpaid 
19: geen 3.50 2.65 Bo) R745 ie Lee $7.00 $6.00 $1.00 $99.00 
2). ace 3.50 2.62 98) 86.572 eee es 7.00 5.94 1.06 97.94 
7A Le oubete 3.50 2.60 90 85.67 Sites Case 7.00 5.88 12 96.82 
DI sons Ae 3.50 2.57 93 84.74 ALTO ees 7.00 5.81 1.19 95.63 
oar ee 3.50 2.54 06 | 2379 eee 7.00 5.74 1.26 94.37 
7) dtc 3.50 2.51 90% -82:70), “hanes 7.00 5.66 1.34 93.03 
7 eh 3.50 2.48 1.02. (81:77 7 7.00 5.58 142 91.61 
Die 3.50 2.45 105 ~ 80:72.05, See 7.00 5.50 1.50 90.11 
TT es 3.50 2.42 1.08 -. 70.64" 59 eeeees 7.00 5.41 1.59 88.52 
ai 3.50 2.39 1.11... -78:53) oO eee 7.00 5.31 1.69 86.83 
7 Pete 3.50 2.36 114° 77.30; ot een 7.00 5.21 1.79 85.04 
Beret. at 1 Si60 OY. 148 | 76212 7.00 5.10 1.90 83.14 
Wietoiee 3°50 2.29 f21 | 75.00; cee 7.00 4.99 2. Olin maeeiela 
a rae 13 Sf) 2.25 125° “73.75 lee 7.00 4.87 213 79.00 
aah Ac Ai 3.50 2.21 1,20*. 72:45) oe 7.00 4.74 2.26 76.74 
a Tn eee 3.50 217 1:33.07) “71413 io ee 7.00 4.60 2.40 74.34 
a5) eal 3.50 B13 1:37") 69°76) al Zee 7.00 4.46 2.54 71.80 
B67 Dee 3.50 2.09 141°" +6835) eee 7.00 4.31 2.69 69.11 
a7). | Nae 3.50 2.05 145°. ” 66, 00a ae 7.00 4.15 285 66.26 
3G): palais 3.50 2.01 149° 65 Ate 7.00 3.97 3.03 63.23 
B01) ae 3.50 1.96 1.54’ "63 S7ne eeee 7.00 3.79 3.21 60.02 
AG sid wees 3.50 1.92 1.58 16220 seo, 7.00 3.60 3.40 56.62 
Ay) See 3.50 1.87 1.63. - 60.664 nos eee 7.00 3.40 3.60 53.02 
42 a 3.50 1.82 1.68’ “58.09 seroqeueeen es 7.00 3.18 3.82 49.20 
AS.) ee 5) Ia 1.73° 57. 25eneoseeeee a 7.00 2.95 4.05 45.15 
44. en 3.50 1.72 1:78. 55 47a 7.00 271 4.29 40.86 
45, 2 ae 3.50 1.66 1:84 ., 53.63:aeo see 7.00 2.45 455 36.31 
Ab cite 3.50 1.61 189-517 en 7.00 2.18 482 31.49 
RD. LB 3.50 1.55 1,95. 40,70 eo 7.00 1.89 5.11 26.38 
do.) wane 3.50 1.49 2.01 > A778 ese 7.00 1.58 5.42 20.96 
40. cos ee 3.50 1.43 2.07 | 4AS7 ee er 7.00 1.26 5.74 i522 
Bere: ere 3.50 1.37 2:13. 4a Scone ee 7.00 91 6.09 9.13 
Sit. eee 3.50 Vat 219. “AiO meses 9.68 55 013.) eens 
VAN fees 3.50 1.24 226 “ae 30i2 eee —— 
ses Bde a ia 3.50 1.17 2100 36.80 $2308. 133.08: 100.00 Sees 
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The borrower of any sum of money may 
find what his semi-annual payments would 
be under this table by multiplying the pay- 
ments in the table by the number of thou- 

sands of dollars which he has borrowed or 
expects to borrow, e. g., a loan of $3,000 

would call for a payment of about $351.72 

every six months. 

Amortized Loans 
Same as Amortization Loans (q. v.). 

Analysis Department 
The department of a bank or investment 

or brokerage house engaged in preparing 
operating statistics. The work of the de- 
partment consists largely in determining the 
revenue derived from and costs of carrying 
given accounts with a view of determining 

the net profit or loss over a period of time. 
The analysis of a bank account consists in 

determining the average, maximum and min- 

imum balance carried and available for 
lending or investing, number of checks 
written, average amount of checks in tran- 

sit and direct and indirect charges there- 
against, and approximate profit or loss re- 
sulting from carrying the account. (See 
Bank Cost-Accounting. ) 

Analysis of Accounts 
See Analysis Department, Bank Cost-Ac- 

counting. 

Analysis of Securities 
See Bond, Industrial Bonds, Industrial 

Stocks, Investment, Foreign Government 
Bonds, Municipal Bonds, Public Utility 

Bonds, Railroad Bonds, State Bonds, United 
States Bonds. 

And Interest 
A term used in bond quotations and sales 

to denote that accrued interest is to be added 
to the price, 7. e., the price quoted is exclu- 

sive of interest. (See Accrued Interest.) 

Anna 

See Foreign Moneys—India. 

Annual Return 

See Return. 

Annual Yield 

See Yield. 

Annuity 
Periodic fixed money payments, usually 

annually, semi-annually or quarterly, at the 

beginning or close of the period, received 
from an insurance company in consideration 
of a gross sum or as a gift from a donor. 

When the payment is continued for a cer- 
tain period, e. g., 25 years, it is called a 
certain annuity; when continued for an un- 

certain period, a contingent annuity; when 
continued during a person’s lifetime, a life 
annuity ; when continued perpetually, a per- 
petual annuity; when it does not take effect 

until after a certain time or event, a deferred 
annuity; when it ceases at a certain time 
or event, a terminable annuity. 

Annuities are purchasable from insurance 
companies and may be paid for in one lump 
payment or in instalments. They furnish an 
excellent means of purchasing an income for 
a definite period or for life. 

The tables below show (1) cost of a life 
annuity of $100 at ages from 3 to 85 for 
either sex, and (2) the annual annuity pur- 
chasable for $1,000 at ages from 3 to 85 for 
either sex. This table is used by the New 
York Life, Equitable Life and Mutual Ben- 
efit Life Insurance Companies, and is based 
upon interest compounded at 3% per cent. 

Antecedents 

A term used among credit men in making 
a credit investigation. The business history 

of the subject of inquiry is regarded as im- 
portant in order to show the concern’s rate 

of progress or retrogression, and it is par- 

ticularly desirable to know the history of 
the concern’s personnel and their record for 
responsible management. The credit investi- 
gator should determine whether the business 

has been under the control of the present 
managers for a long or short period and 

whether it has frequently “changed hands.” 
In case the present personnel is new, it is 
desirable to ascertain what their previous 
or antecedent business connections were and 
with what success their operations were 
attended. 

Antedate 

A check or other instrument is antedated 
when given a date prior to the current date; 
thus, if today is September 1, 1923, July 1, 

1921, antedates today. 

Anthracite Roads 

The railroad companies, a large part of 
the tonnage of which consists in carrying 

hard coal, such as the Delaware, Lacka- 

wanna & Western; Lehigh Valley; Central 

of New Jersey; Philadelphia & Reading; 
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LIFE ANNUITY RATES—Males. 
NON-PARTICIPATING. 

PRICE OF #100 ANNUITY. ANNUITY PURCBASED 22 BY $1,000, s> 
=f As 

f= 00 {850 Semi.| @2 Annual | 2°! lousrtny| £2 
<A aeouaity caeenty: Ganrtone: Paym ‘t. rote mayer <3 

3 |$2,629.50 |S2,656.50 |$2,670.00 | | $38.03 |$18.82/$ 9.36] 3 
4} 2,617.80 | 2,644.80] 2,658.30 || 38.20] 18.90} 9.740} 4 
5 ] 2,604.50] 2,631.50} 2,645,00 |} 38.39] 19.00} 9.45] 5 
6 | 2,589.40 | 2,616.40] 2,629.90 || 38.61] 19.11} 9.50] 6 
7 | 2,573.00} 2,600.00] 2,613.50 || 38.86] 19.28) 9.56.) 7 
8 | 2,554.80] 2,581.80} 2,595.30 || 39.14] 19.36] 9.63] 8 
9 | 2,535.10} 2,562.10 | 2,575.60 || 39.44] 19.51} 9.70) 9 

10 | 2,515.10 | 2,542.10} 2,555.60 || 39.75 | 19.66} 9.78] 10 

11 | 2,500.40] 2,527.40] 2.540:90 |] 39.99] 19.78] 9.83] 11 
‘J2 | 2,485.20} 2,512.20] 2,525.70 || 40.23} 19.90] 9.89] 12 
13 | 2,469.50 | 2,496.50] 2,510.00 |} 40.49} 20.02} 9.96); 13 
14 | 2,453.50} 2,480.50] 2,494.00 || 40.75} 20.15 | 10.02) 14 
15 | 2,436.60} 2,463.60} 2,477.10 || 41.04 | 20.29] 10.09] 15 
16 | 2,419.40] 2,446.40) 2,459.90 || 41.83} 20.43] 10.16) 16 
17 | 2,401.20 | 2,428.20} 2,441.70 |} 41.64} 20.59} 10.23) 17 
18 | 2,382.80} 2,409.80] 2,423.80|| 41.96} 20.74] 10.31] 18 
19 | 2,364.20} 2,391.20} 2,404.70 || 42.29} 20.911 10.39] 19 
20 | 2,345.40 |. 2,372.40 | 2,385.90 }} 42.63 | 21.07 | 10.47 | 20 

21 | 2,326.20] 2,353.20} 2,366.70}| 42.98] 21.24] 10.56] 21 
22 | 2306.60 | 2,333.60] 2,347.10 .85 | 21.42] 10.65 | 22 
23 | 2,286.40} 2,318.40] 2,326.90 || 48.73] 21.61| 10.74} 23 
24 | 2,265.80} 2,292.80] 2,306.30 || 44.13] 21.80] 10.83} 24 
25 | 2,244.40] 2,271.40} 2,284.90]! 44.55] 22.01] 10.94) 25 
26 | 2,222.50} 2,249.50] 2,263.00 || 44.99 | 22.22] 11.04] 26 
27 | 2,200.00} 2,227.00} 2,240.50 |} 45.45] 22.45} 11.15} 27 
28 | 2,176.90} 2,208.90] 2,217.40 || 45.93] 22.68} 11.27| 28 
29 | 2,153.30 | 2,180.30} 2,193.80 }| 46.44 | 22.93] 11.39] 29 
30 } 2,129.00] 2,166.00} 2,169.50 ]| 46.97 | 23.19 | 11.52] 30 

81 | 2,304.00} 2,181.00} 2,144.50 || 47.52} 23.46] 11.65] 31 
32 | 2,078.60} 2,105.50} 2,119.00 || 48.11] 23.74] 11.79] 32 
33 | 2,052.40} 2,079.40 | 2,092.90 || 48.72] 24.04] 11.94} 33 
34 | 2,026.70} 2,052.70 | 2,066.20 || 49.36] 24.385] 12.09) 34 
35 | 1,998.30} 2,025.30] 2,088.80|| 50.04} 24.68) 12.26} 35 
36 } 1,970.50} 1,997.50] 2,011.00 ]| 50.74] 25.03) 12.43] 36 
37 | 1,942.00] 1,969.00] 1,982.50 || 51.49} 25.389] 12.61] 37 
33 | 1,912.70} 1,939.70 | 1,953.20 |) 52.28} 25.77 | 12.79 | 38 
39 | 1,883.00 | 1,910.00 | 1,923.50 |} 538.10] 26.17] 12.99) 39 
40 | 1,852.70 | 1,879.70] 1,893.20 || 58.97] 26.59] 13.20} 40 

41 | 1,821.80} 1,848.80 | 1,862.80 |} 54:89] 27.04] 13.42] 41 
42 | 1,790.40} 1,817.40 | 1,830.90 || 55.85) 27.51 | 13.65) 42 
43 | 1,758.40] 1,785.40 | 1,798.90 || 56.86} 28.00] 13.89| 48 

BANKING AND FINANCE 

LIFE ANNUITY RATES—Males. 

NON-PARTICIPATING. 

Aa Prick oF $100 ANNUITY. anrTT bi.6e8e 3 
e5 “3 £3 3 
&E 0 Semi- 25 Annual | 5° lonartny| &E 
<A Prihechl eaaany: Quarterty. Paym’t. Fey Pome, <A 

44 |$1,725.90 |$1,752.90 |$1,766.40 || $57.94 |$28.52 1$14.15 | 44 
45 | 1,692.80] 1,719.80] 1,783.30] 59.07 | 29.07] 14.42} 45 
46 | 1,659.40}. 1,686.40} 1,699.90 |] 60.26 | 29.64] 14.70] 46 
47 | 1,625.40} 1,652.40} 1,665.90 |] 61.52{| 30.25] 15.00 |} -47 
48 | 1,591.00} 1,618.00}. 1,631.50 |} 62.85} 30.90] 15.32) 48 
49 | 1,556.20] 1,588.20] 1,596.70 |] 64.25-] 31.58] 15.65] 49 
50 | 1,521.60] 1,548.60} 1,562.10 || 65:72] 82.28] 16.00 | 50 

51 | 1,486.50} 1,518.50] 1,527.00|| 67.27] 33.03} 16.87 | 51 
52 | 1,451.20] 1,478.20} 1,491.70 || 68.90] 33.82) 16:75 | 52 
53 | 1,415.00 1,442.00] 1,455.50]| 70.67] 34.67] 17.17] 53 
64 | 1,878.70] 1,405.70] 1,419.20]) 72.53) 35.56] 17.61] 54 
55 | 1,342.00} 1,369.00} 1,882.50 || 74.51) 86.52] 18.08 | 55 
56 | 1,305.80] 1,832.30} 1,345.80 || 76.61] 37.52) 18.57] 56 
57 | 1,268.50} 1,295.50! 1,309.00 |} 78.83} 88.59} 19.09 | 57 
58 | 1,231.60] 1,258.50] 1,272.00|| 81.20] 39.72] 19.65] 58 
59 | 1,194.60 | 1,221.60} 1,235,10}| 83.71} 40.92] 20.24] 59 
60 | 1,157.70} 1,184.70] 1,198.20|| 86.37] 42.20} 20.86 | 60 

61 | 1,120.80} 1,147.80} 1,161.30 |} 89.22] 48.56) 21.52] 61 
62 | 1,084.10.) 1,111.10} 1,124.60|] 92.24] 45.00] 22.23] 62 
63 | 1,047.60] 1,074.60] 1,088.10}| 95.45] 46.52] 22.97 | 63 
64 | 1,011.80} 1,038.30} 1,051.80]| 98.88] 48.15] 23:76) 64 
65 975.20 | 1,002.20} 1,015.70 || 102.54 | 49.89) 24.61 | 65 
66 939.60 966.60 980.10-]} 106,42} 51.72} 25.60) 66 
67 904.20 931.20 944.70 |} 110.59| 53.69} 26.46 | 67 
68 869.30 896.30 909.80 |} 115. 55.78 | 27.47 | 68 
69 835.00 862.00 875.50 || 119.76 | 58.00} 28.55} 69 
70 801.10} 828.10 841.60 || 124.82 | 60.37} 29.70 | 70 

7 767.80} 794.80}  808.30|| 180.24] 62.90) 30.92) 71 
12 736.20 763.20 776.70 || 185.83 | 635.51] 82.18 | 72 
73 706.20 733.20 746.70 }| 141. 68.19} 33.48 a 
74 678.00 705.00 718.50 || 147.49] 70.92) 34.79 | 7 
7 651.60 678.60 692.10 || 153. 73.68 | 86.12 | 75 
76 626.90} 653.90}  667.40|| 159.51) 76.46) 37.45| 76 
17 604.10 631.10 644.60 || 165.53 | 79.22] 38.78 | 77 
78 583.10 610.10 623.60 || 171.49] 81.95} 40.08 | 78 
79 564.00 591.00 604.50 || 177. 84.60} 41.85] 79 
80 546.80} 578.80} 587.30]| 182.88} 87.13] 42.56 | 80 

81 531.50 558.50] 572.00 |) 188.14] 89.52] 48.70} 81 
82 518.10 545.10 558.60 || 193.01 | 91.72] 44.75] 82 
83 506.60 533.60 547.10 || 197.39 | 93.70] 45.69 | 83 
84 497.10 524.10 537.60 || 201.16 | 95.40} 46.50} 84 
85 489.50 516.50 530.00 |) 204. 96.80} 47.161 85 

Annuity TABLES—MALeEs (SEE ANNUITY) 

Delaware & Hudson; Erie; New York, On- 
tario & Western, and Lehigh & New Eng- 
land. 

Anticipated Acceptance 
A bank or other acceptance which is paid 

before it becomes due. (See Acceptance.) 

Anti-Trust Act 
A term which refers to the Sherman Anti- 

Trust Act of 1890, or to the Clayton Act of 
1914. (See Clayton Act.) 

Appliances 
See Bank Appliances. 

Application 
A general term to denote an offer to buy 

something or to enter into some kind of 

contract. For instance, applications are 

made for an allotment of bonds or stocks 
offered for sale by signing a subscription 
list or blank. Applications are also made 

for money orders, letters of credit, cable 
transfers, bank accounts, loans, participa- 

tions in loans, etc. It should be understood 
that an application is merely an offer, and 
not an acceptance of an offer. Prior to 

acceptance, it does not, therefore, bind 
either party. 

Appraisal 
The act of placing a value upon property, 

either real or personal. Appraisals are made 
for various purposes, e. g., taxation, adjust- 
ment by insurance companies of fire losses, 
by engineers for property to be offered for 
sale, by banks for determining collateral 

value, and by public utility commissions for 
determining the capital invested in public 
utility properties as a basis for adjusting 
rates to yield a reasonable return. 

In appraising real estate for sale or 
mortgage loan purposes, the most important 

factors to be considered are: (1) value of 
similar adjacent property as established by 
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PRIOR OF $100 ANNUITY. 

ANNUuITY TABLES—FEMALES (SEE ANNUITY) 

It is price of 65 has appreciated 15 points. (2) capitalization of current 
net income from the property; (3) trend of 
income in the past five years; (4) likelihood 
of enhancement or deterioration of the prop- 
erty based upon the future of the district in 
which it is located. 

recent sales; 

the opposite of depreciation, although depre- 
ciation usually refers to deterioration or 
obsolescence of physical properties rather 
than to loss in value due to a decline in 

market price. Bonds, stock or real estate 

a savings deposit cannot. may appreciate ; 

=| ° | = 3 o-_ a Py ° Paw Py Py < i 

aia ® 

.& 

a8 

BS si aq, 2 

Was 
< 

A fund authorized and set aside by a busi- 
ness for some special use, c. g., advertising, 

new building, etc. 
Appraiser 

In person who makes an appraisal. 
England, a professional appraiser is licensed 
A 

and the statements of appraisal, called ap- Arbitrage 
foreign 

, bonds, gold or silver bul- 
Buying a commodity—whether 

exchange, stocks 

praisements, are subject to a stamp tax. 
(See Appraisal.) 

and less frequently 
grains and other commodities—in one mar- 

bf lion, bills of exchange 
Appreciation 

Increase in value of any kind of property 
through a rise in its market price. 
purchased at 50 and having 

ket and selling it immediately in another 
where the ruling price is temporarily higher. A stock 

i present market As applied to triangular or indirect trans- c 
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actions in foreign exchange for the purpose 
of making a profit by the purchase of a 
foreign currency in one market and selling 

in another, where the price is temporarily 
higher, an illustration is given for the 
purpose of clearness. Suppose that on a 
certain day French francs are selling in 
New York for 19.3c. Simultaneously ster- 
ling can be purchased in New York at 
$4.8880 per pound, and francs in London 
at the rate of 26 francs per pound. The 
New York rate for francs purchased di- 
rectly is 19.3c, but by first purchasing ster- 
ling it is then possible to buy 26 francs 
for $4.888 in London, making the cost of 
one franc, by this indirect process, 1/26 of 
4.888, or 18.8c. Thus a profit of 1/2c on 
each franc could be realized. 

Arbitrage may be transacted wholly with- 
in one country. Thus a New York broker 
may buy a security on the Philadelphia 
Stock Exchange at a lower price than 
the prevailing price of the same security 

on the New York Stock Exchange, for sale 
in New York. 

Profits through arbitrage would be im- 
possible if the prices of the currencies, 
commodities or securities enjoying a world 
market, and traded in internationally, were 
delicately adjusted to exact commercial 
parities. Through the operation of world 
markets, there is an international price level 
for the principal commodities, foreign cur- 
rencies, and international securities. Each 
local market, however, such as New York 
and London, is affected by temporary dis- 
turbances and conditions, destroying the 
normal equilibrium of supply and demand 
so that. constant local changes in price 

occur. Successful arbitrage transactions 
consist, therefore, of buying in a weak 
“world market” and simultaneously selling 
in another that is strong. It depends, also 
upon efficient telegraphic or cable connec- 
tions between the markets operated in, a 
knowledge of international price movements, 
capacity to make rapid computations in or- 
der to take advantage of temporary price 

conditions, and finally, a large capital, be- 
cause arbitrage profits are small in com- 
parison with the amount of money involved. 
Arbitrage houses in widely separated mar-. 
kets must be in constant communication 
and keep each other informed on market 
prices and tendencies. Arbitrage transac- 
tions between two houses are usually con- 

ducted on a joint account basis, profits be- 
ing equally divided between the engaging 
parties. 

I*rom an economic standpoint, the effect 

of arbitrage dealings is to correct malad- 
justments in the prices of commodities en- 
joying a world market. It is a force tend- 
ing to equalize, 7. e., establish commercial 
parities among .foreign markets for the 
same commodity through competition of 
arbitrageurs. For instance, when rates of 
exchange in one market tend to sag, ar- 

bitrageurs from abroad will buy, and as 

a result of the increased demand, rates ad- 
vance, until the equilibrium is restored. 

Conversely, when the rates tend to advance, 
arbitrageurs will offer the exchange freely, 
until rates recede to a point where sales 
are no longer profitable. (See Back Spread.) 
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Foreign Exchange 

Arbitrage House 
A stock exchange house, private banker, 

investment banker, or a foreign exchange 

dealer, which specializes in arbitrage trans- 
actions. (See Arbitrage.) 

Arbitrageur 

One skilled in arbitrage; an arbitrage 
dealer. Also spelled arbitrager. (See Ar- 

bitrage. ) 

Arbitrated Exchange 
See Arbitration of Exchange. 

Arbitration of Exchange 
A calculation based on rates of exchange 

to determine the difference in value of a 
given currency in three different places 
or markets, particularly when made with 
a view to determine the cheapest way of 
making a remittance between two countries. 

The result is called the arbitrated exchange, 
but this term is gradually being replaced 
by the term commercial parity. When three 
places are involved the calculation is called 
simple arbitration; when more, compound 
arbitration. (See Arbitrage.) 

Argentina 
See Foreign Moneys—Argentina. 

Arrears 

A debt or contingent obligation due but 
unpaid; back dividends on preferred stock. 
Dividends on cumulative preferred stock 
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which have not been paid are said to be in 

“arrears”. 

Arrival Draft 
A draft with shipping documents attached, 

payable upon arrival of the shipment against 

which it is drawn. Arrival drafts are 

usually forwarded by the shipper to the col- 

lecting bank (presumably a correspondent of 

the shipper’s bank) located at the domicile 

of the consignee, with instructions not to 

demand payment therefore until the goods 

for which the draft has been drawn in pay- 

ment have arrived at the drawee’s (con- 

signee’s) destination. 
An arrival draft is usually drawn and for- 

warded for collection at the time the goods 

are shipped and consequently the draft in- 

variably reaches its destination before the 

goods. An arrival draft is first presented 

upon receipt to notify the drawee of its 

arrival and where it is held for payment, 

so that when the shipment arrives (the con- 

signee will be notified by an arrival notice 

from the transportation company), the 

drawee may take it up. In case the goods 

arrive before the presentation of the draft 

for notification, the draft becomes payable 

immediately. 
An arrival draft provides a means of in- 

suring payment for the goods against which 

it is drawn, before delivery. Shippers usually 
consign goods to their own order and in 
such cases the bill of lading must bear the 
shipper’s indorsement. Since the transporta- 
tion company will not release the goods with- 
out surrender of the bill of lading, and the 
collecing bank will not surrender the bill of 

lading until the draft is paid, the shipper 
protects himself by retaining title until the 
goods are paid for. 

Sometimes the drawee, before paying an 
arrival draft, will ask permission to inspect 
or even sample the goods. This is justified 
if the shipment is of a perishable nature 
and a delay in transportation has occurred. 
The right of inspection is conferred by the 
collecting bank only if allowance of inspec- 
tion or sampling is specified in the bill of 
lading. Otherwise it is necessary to wire the 
shipper or consult the shipper’s local rep- 
resentative for instructions. If the con- 
signee should reject the shipment, the ship- 

per or the shipper’s local representative is 
notified immediately and the goods are dis- 
posed of in accordance with instructions. 
(See Draft.) 

Articles of Association 

An instrument similar to a certificate of 
incorporation, but applied particularly to 
mutual, mutual-benefit, social, charitable and 

other non-stock corporations. 
The execution of this instrument is usually 

the first official step in the organization of all 
types of banking institutions. In the case 
of national banks, a form is furnished by 
the Comptroller of the Currency. This.re- 
quires a recital of such facts regarding the 
proposed bank as title, location, capital stock, 
number of directors, date of annual meeting, 
powers of directors, etc. The articles must 
be signed by the applicants (at least five) 
and prepared in duplicate, one for the Comp- 
troller and one for preservation in the files 
of the bank. (See Bank Organization, Or- 

ganization Certificate.) 

Asiatic Currency 
Currencies of Asiatic countries. Several 

of these countries, e. g., China and Persia, 
have a silver standard. Consequently, rates 
of exchange fluctuate in accordance with 
trade influences and the gold price of bar 
silver in the London market, and are never 
fixed. 

Asked Price 
The price at which a security or com- 

modity is formally offered for sale on one of 
the exchanges. Bid and asked quotations for 
stocks and bonds are quoted in the daily 
newspapers as indicative of the price at 
which such securities can presumably be 
purchased. (See Bid and Asked Quota- 
tions. ) 

As per Advice 
Where they occur in a letter or upon a 

draft or bill of exchange, these words indi- 
cate that notice has, or is to be given, to the 
drawee that the draft has been drawn. 

Assay 
A test to determine the per cent. of pure 

metal in a specimen of ore or _ bullion. 
An assay report indicates that a certain 
gold ore submitted for analysis will yield, 
say $14, $50 or $600 of pure gold per 
ton, or that certain bullion is .985 fine. 

Assay Office 
A laboratory for testing metals and ores, 

usually gold and silver. Official assay of- 
fices are a part of the organization of the 
United States Mint, and their function is 
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to assay and buy gold and silver when 

presented as bullion, jewelry, or any other 

odd shapes. The United States assay of- 

fice is located in New York City, with 

agencies at New Orleans, Carson, Boise, 

Helena, Deadwood, Salt Lake City, and 

Seattle. These offices receive bullion on 

the same terms as the United States mints 

plus an additional charge of 1/8 ots. per 

cent. A charge is also made for assaying 

metal for other than sellers to the Govern- 

ment. (See Coinage, Mint.) 

Assay Office Bar 
A bar of pure or nearly pure gold or 

silver manufactured at a mint and assayed 

by a Government assay office. The term 

commercial bar is given to those assayed by 

a private assayer. 

Assented Securities 

Securities the owners of which have 

agreed to some change in their status, es- 

pecially in case of reorganization where an 

assessment is made or the amount of secu- 

rities is scaled down according to some defi- 

nite plan. The stock certificates of stock- 
holders who have paid their assessment 

would be stamped “assessment paid” or 
“assented”. In a reorganization of the 

Westinghouse Electric & Manufacturing 

‘Company in 1891 common stockholders were 
requested to surrender 40 per cent. and re- 

tain 60 per cent. of their stock. The 60 per 
cent. retained was known as “assenting”’ 

stock, the status of which was changed 

practically to that of a second preferred 

stock, since it was entitled to receive seven 
per cent. preferential dividends before the 

other common stock. 

Assessable 

See Non-Assessable. 

Assessed Valuation 
The valuation placed upon real or personal 

property for purposes of taxation, but the 
term usually refers to the taxable value of 
real estate. The rules for fixing assessed 

value vary in the different states; some- 
times they are based upon full marketable 
value, but more often less, e. g., two-thirds 

or one-half. 
Since the debt limit of most municipalities 

is prescribed by law, the assessed valuation 
of the property of a borrowing municipality 

is important as indicating its borrowing 
power. Investment bankers and investors 
~who buy municipal bonds should ascertain 

the proportion of debt to assessed valuation 
in order to determine whether the debt is 
excessive. Usually these statistics are ex- 
hibited in circulars offering municipal bonds. 

Assessment 
A levy upon the security holders of a 

corporation for the purpose of raising addi- 
tional capital in the case of financial difficul- 
ties, such as threatened or actual insolvency, 
or in a reorganization. (See Double Liabil- 
ity, Non-Assessable. ) 

Assessor 

One who appraises or assesses the value 
of property, e. g., a tax assessor. 

Asset Currency 
Same as General Asset Currency (q. v.). 

(See Baltimore Plan.) 

Assets 

An accounting term to signify properties 
and claims against others, owned by a busi- 
ness or individual, as distinguished from 

debts or other obligations due to others. 
Assets are classified as fixed, current and 
deferred, and as tangible and intangible. A 
balance sheet is a statement of assets, lia- 
bilities and capital (or deficit). (See Bal- 
ance Sheet, Current Assets, Fixed Assets, 
Intangible Assets, Tangible Assets.) 

Assignats 
A name given to paper money authorized 

to be issued in 1789 by the revolutionary 
French Government. They- were non-in- 
terest bearing notes, which originally were 
secured by the confiscated properties of 
the Church and were a typical example of 
fiat money. Successive issues were author- 
ized and issued in such volume without 
security that they depreciated rapidly, and 
in the end became valueless. 

Assigned Book Accounts 
Book or open accounts of a business, the 

title of which has been transferred to a 
commercial credit company or to a bank as 
collateral for a loan. The nature of the 
assignment varies according to the arrange- 
ment provided for paying the loan. Some- 
times the borrower’s customers are required 
to pay the amounts owing directly to the 
lending institution, especially where the 
borrower’s affairs are in a bad condition, 
although often the borrower desires to con- 
ceal from the customers the fact that their 
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accounts have been assigned. In this case, 
when payments on account are made they 
are turned over to the lending institution 
and applied in reduction of the loan. To 
protect the lender it is usually required that 
the accounts on borrowers’ books be stamped 
to indicate that they have been assigned as 
collateral against a loan. Assigned book 
accounts are not regarded as high-grade 
collateral and concerns that raise money in 
this manner are not considered as first-grade 
risks, inasmuch as they have usually ex- 
hausted every other available credit resource. 

Assignee 

One to whom property, or rights to, or in- 
terest in property have been assigned, either 

as an individual or trustee. 

Assignment 

A transfer in writing of a right, claim or 

interest. Definite rules have been formu- 

lated by stock exchanges to govern the 

transfer (assignment) of stock. (See As- 

signment in Blank, Assignment for the Ben- 

efit of Creditors, Good Delivery, Stop 
Transfer Order.) 

Assignment for the Benefit of Cred- 
itors 

An act by which an insolvent person or 

company (assignor) transfers title to prop- 

erty to a trustee (assignee), who is empow- 

ered to administer and liquidate the property 

and to distribute the proceeds to the cred- 
itors. 

Assignment in Blank 

A formal transfer of title to stock or reg- 

istered bonds on the reverse of the certifi- 

cate in which the space for the insertion of 

the name of the new owner is left blank so 

that the name may be written in at any 
subsequent time. A stock certificate or a 
registered bond assigned in blank should not 
be purchased from an unknown person with- 
out proper identification and evidence of 
genuineness of the signatures of the as- 
signor and witnesses. Street certificates are 
assigned in blank. 

The following is a form of assignment on 
the reverse side of a stock certificate which 
has been approved by the Committee on 
Stock List of the New York Stock Ex- 
change : 

BANKING AND FINANCE INQ - we 

SAAR eee EERE EEE H EHH E EHH E HOHE H HEHE HEHE EEE EEE E EEE HEHEHE EEE 

TREO OREO EE EOE ERE E TEETH EHH EEEO HEHEHE EEE EHH EEH HEHEHE HEHEHE E EEE EO EH EEEe 

Sessiod aptotrantesss shares of the capital stock 
represented by the within certificate, 
and do hereby irrevocably constitute and 
AUT CMAI EAs eect ent ee waeva, aiateestiacasiosasvovesnuce oieacsnvt 
attorney to transfer the said stock on 

the books of the within named company 
with full power of substitution in the 
premises. 
DIATE Wendie te charac cue OSS stead sretoincnidtehs 
BXTe CLs PLESCLIGOHO tics stake ttacoeesinestirietns: 

Signature guaranteed 

Noiice—The signature of this assign- 

ment must correspond with the name as 
written on the face of this certificate in 
every particular without alteration or 
enlargement or any change whatever. 

Assignor 
One who makes an assignment. (See As- 

signment, Assignment for the Benefit of 
Creditors, Assignment in Blank.) 

Assimilate 
An expression to denote that the demand 

for securities is sufficient to absorb offerings 
without appreciable decline in prices. (See 
Absorb, Digested Securities.) 

Assistant Treasurer of the United 
States 

See Treasury Department. 

Associated Banks 

Banks which are members of the same 
clearing house association. 

Association 
See Voluntary Association. 

Assumed Bonds 

Bonds of one corporation taken over by 
another. When one corporation purchases 
or gains control of another through lease or 
ownership of majority of the stock, it as- 
sumes the latter’s debts and, therefore, its 
bonds, e. g., a parent company assumes the 

bonds of a newly acquired subsidiary. In 
railroad finance, assumed bonds are usually 
divisional bonds, 7. e., the bonds of smaller 
companies acquired and operated as divisions. 
Assumed bonds are sometimes improperly 

called guaranteed bonds. This is a wrong 
designation unless the bonds are indorsed 
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by the parent company, which, however, is 

responsible for payment of both principal 

and interest without indorsing them. 

At Call 
On call. (See Call Money, Call Money 

Market.) 

At or Better 

A term used in connection with brokerage 

orders. In connection with a buying order, 

it means to purchase at the price specified or 

under; in a selling order, to sell at the price 

specified or above. 

At Sight 
A term used in drafts and bills of ex- 

change, indicating that payment is due on 

demand or presentation. 

Attestation 
The formal witnessing of a signature, or 

signatures, on documents which require it. 

At the Market 

A term used in reference to an order left 
with a broker for execution at the best avail- 
able price. No price limit is specified, but 
it is presumed that the order will be ex- 
ecuted at a price fractionally close to the 
last sale. Such an order is immediately 
communicated to the floor trader. (See 

Orders.) 

At the Opening 
A term used in reference to an order left 

with a broker for execution at the best price 
obtainable after the opening of the market. 
No price limit is specified. If the order is 
for the purchase or sale of an odd lot, how- 
ever, it must be executed at one-eighth or 

one-quarter of a point above or below the 

opening price for a full lot. 

At Three Days 
A term which refers to one of the methods 

of trading in securities on the New York 
Stock Exchange, in which delivery and pay- 
ment are made the third day following the 
sale. (See Methods of Trading.) 

Attorney, Power of 
See Power of Attorney. 

Attorney’s Opinion 
See Legal Opinion. 

Auction 

A special market in which there is one 

seller and many buyers. An auction sale is 

conducted by an auctioneer who permits 

buyers to bid against one another, the goods 

going to the highest bidder. The entire 

public without discrimination is invited to 
participate. In an honest auction goods are 
sold regardless of cost, unless the seller re- 

serves the right to reject all unsatisfactory 

offers, and the final price is determined by 
the value of the article to the successful 
bidder. Auctions are usually conducted for 

the purpose of selling out the property of 
the estate of a deceased person or in liqui- 
dating an insolvent business. Auction terms 

are usually spot cash for immediate delivery. 
Auction prices are sometimes referred to as 
liquidating prices, “forced sale,’ or “under- 

the-hammer” prices. 

Audit 

An examination of the books and records 
of a business to determine: (1) the financial 
status culminating in the balance sheet, and 
(2) the results of operations culminating in 
the profit and loss statement. There are 
three principal kinds of audits—balance sheet 
audit, cash audit and detailed audit. The 

first involves a verification of the assets and 
liabilities, a cash audit tests the accounta- 

bility of one who has cash or funds in his 
custody, while a detailed audit involves a 
complete examination and verification of all 
the accounts, books, records and transactions 
in detail. While the final result of an audit 
is the disclosure of the financial status, as 

exhibited by the financial statements, there 
are several incidental purposes, e. g., to test 
the accuracy of the bookkeeping, to prevent 
recurrences of errors or fraud, to insure 

against over-valuation of assets and under- 

valuation of liabilities, and to determine im- 
proved methods of expediting clerical and 
bookkeeping procedures. In an audit, the 
books and records are examined, not only to 
test their arithmetical accuracy, but to test 
their agreement with the physical existence 
of assets, collateral against loans, special 
deposits, etc. An audit should also disclose 
any possible defalcation or misappropriation 
or conversion of funds. 

Bank audits may be conducted by profes- 
sional public accountants, by directors of the 
bank, or by the staff auditor or Auditing 

Department (q.v.). Audits conducted by 
official bank examiners are known as exam- 
inations. (See Bank Examinations. ) 
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Auditing 
See Audit, Auditing Department. 

Auditing Department 
The department of the bank which super- 

vises the bookkeeping, accounting and audit- 
ing functions, usually in charge of an officer 
known as Auditor (q. v.). The purpose of this 
department is to secure a daily control of all 
transactions occurring in each department by 
condensing the department proofs; to secure 
periodical reconcilements of customers’ ac- 
counts and to make investigations of errors 
and exceptions reported; to analyze expenses 
and earnings; to conduct examinations of 
the departments having custody over the 
bank’s assets to secure two results: (a) to 
verify the physical existence of the assets as 
reported upon the books; (b) to appraise 

these assets as a safeguard against possible 
over-valuation ; to secure an independent ac- 
counting control over each department in 
order to test the accuracy of its records; and 
to compile various reports and statements of 
condition as may be required by the bank’s 
officers, official bank examiners, Comptroller 
of the Currency, or State Banking Depart- 
ment. As usually organized this department 
combines with auditing the functions of 
comptrolling. 

Auditor 

One who conducts an audit. (See Audit, 
Auditing Department, Certified Public Ac- 
countant, Bank Examiners. ) 

Authority to Purchase 
An instrument used as a substitute for the 

commercial letter of credit. A foreign ship- 
ment may be financed by the importer, either 
through a letter of credit or an authority to 
purchase. The former instrument vests the 
exporter with the right to draw drafts upon 
a bank. On the other hand, an authority to 
purchase instructs the shipper to draw his 
draft upon the importer directly, but as- 
sures him that the draft will be purchased 
by the notifying bank. 
An authority to purchase applies almost 

exclusively to Far Eastern commerce, es- 
pecially intra-Chinese transactions, or to fa- 
cilitate exports from the United States to 
the Far Eastern countries. They are prac- 
tically always issued in dollars. They follow 

the same differences as letters of credit as 
to (1) tenor of drafts, (2) documents re- 
quired, (3) form of currency and (4) privi- 
lege of cancellation. 

un 

The following is a form of authority to 
purchase : 

NGiakeS 

AUTHORITY TO PURCHASE 

SE TE ely ser gs PE ALG Bank 

pol I SRRTD LAs fo vcheo Sess sare sca 19 
EE Gy eters ae ACA Kce devi nd encostsesecarastiens 

nae ei Pee eer: inten eet Ah ahr, ca laree 

We hereby authorize you to negotiate 
to the debit of our account, the drafts 

PLEA WES Wee eee Part eee wd cas ncserecadcocas bende ceere esis 
a) 8 eet che ANA SE MOO Riaoscia ie Poke] AMO’ Sra 

sight, up to the aggregate amount of 

the ohio against shipment of .............0. » 
COV eden ite oces Insurance against all 

risks is to be effected by the shipper, 
unless otherwise instructed. 

Drafts are to be made out in dupli- 
cate and to contain the clause “with in- 
terest added at the rate of. ........ % per 
annum from date hereof to approximate 
date of receipt of remittance in ............ i< 
and to be accompanied by a full set 
of Bills of Lading, or Parcel Post 
Receipts, or Insurance Policies (all 
made out or indorsed to the order of 
the Bank), and invoices of 
goods shipped for the amount of such 
drafts. 

Drafts drawn under this Authority 
to Purchase must also state that they 

Pe eeresereeesese 

Aes ita Withee UNCleried c.o.<cscctosssacy Bank, 

/ PANO <a eaten... jkecsncxt 1 
This authority remains in force till 

ee Ps Ae 19... and is subject to 
Revocation or Irrevocable without the 

consent of the beneficiaries. 

(See Letters of Credit.) 

Authorized Bonds 

The amount of bonds which a corporation 
or governmentality may legally issue. Cor- 

porations are not required to issue at one 
time the entire amount authorized. <A part 
of the bonds authorized may be held await- 
ing the need for additional capital. -Power 
to issue bonds usually is fixed by the cor- 
porate by-laws and usually requires a two- 

thirds vote of the stockholders. In the case 
of public utility and railroad corporations, 
bonds cannot be issued without the permis- 

sion of the local Public Service Commission, 

or Interstate Commerce Commission, respec- 
tively. A state or municipality is usually 
not permitted to issue bonds in excess of the 
debt limit fixed by law. This limit is usually 
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based upon the total assessed valuation of 
the property. (See Bond.) 

Authorized Capital Stock 
The amount of capital stock which a cor- 

poration is authorized to issue according to 
its charter or certificate of incorporation. A 
corporation is not required.to issue the entire 
amount of stock authorized. The difference 
between the authorized stock and that issued 
and outstanding is called unissued stock. 

Stock may be issued for cash, other assets 
or services, or disbursed as stock dividends, 

but it must not be issued for a consideration 
less than its par value if it has one, or less 
than a minimum value fixed by law, if it 
has no par value. A corporation may change 
its authorized capital stock, but only by 
amendment to its certificate of incorporation. 
(See Capital Stock.) 

Automatic Currency 
Another term for Elastic Currency (q. v.). 

Availability Date 
First read Federal Reserve Check Collec- 

tion System. 
The date upon which the proceeds of 

checks or other items drawn on out-of-town 

banks, and forwarded by the sending bank 

for collection through the Federal Reserve 
check collection system, are received and 

credited by the Federal Reserve bank to the 
reserve account of the sending bank. Each 

Federal Reserve bank publishes a “Schedule 
Showing When the Proceeds of Items Will 
Become Available,’ covering every point in 
the United States, so that member or clear- 

ing member banks sending checks for col- 

lection through a Federal Reserve bank may 
know on what days such checks will be 

credited to their reserve accounts. 

Available Assets 

Free or wunhypothecated assets; assets 
which may be sold or otherwise employed, 
because not loaned, pledged as collateral 

against a loan, or otherwise covered by lien. 

Available Fund 

A fund held by a non-stock savings bank 
in cash or on deposit with another bank or 
trust company for the purpose of paying 
withdrawals in excess of current receipts, 
for meeting current obligations, or for await- 
ing a more favorable opportunity for invest- 
ment. In New York state this fund is lim- 
ited to 20 per cent. of deposits. 

Avails 
See Net Avails. 

Average 
In ocean shipping, this term refers to the 

loss or damage sustained by a ship or its 
cargo, or to the amount payable by the owner 
of the ship and the owners of the cargo to 
make good such loss or damage. 
Average is of two classes—particular and 

general. A particular average is borne en- 
tirely by the owner, or his insurer, of the 
particular property which is lost or dam- 
aged, whether a part of the ship or of its 
cargo. The loss of or damage to any par- 
ticular property cannot be assessed among 
all the cargo owners. A general average, 
however, is one incurred in the common in- 
terests of the ship and cargo, and is borne 
by all the parties interested in the ship and 
cargo in proportion to such interests as as- 
certained by persons known as average ad- 

justers. Jettison (throwing overboard a 
certain part of the cargo in order to save the 
rest) is a loss that would be defined as a 
general average. 

Average Adjuster 
See Average. 

Average Book 
See Average.Loan and Balance File. 

Average Loan and Balance File 
A card file or book customarily kept by 

banks to show each customer’s average daily 
or monthly loans and deposits over a period 
of, say, ten years. The information posted 
on these cards is obtained from the depos- 
itors’ ledgers and the loan and bills dis- 
counted ledgers. It furnishes a quick and 
convenient means of obtaining important in- 
formation concerning depositors’ accounts, 

e. g., (1) amount of average deposits and 
loans as a measure of profitableness, (2) to 
determine the average balance as a measure 
of possible borrowing power when applying 
for a loan, (3) to determine whether the 
average balance is in proportion to loans 
(usually a 20 per cent. average balance is 
required to be maintained against loans), and 
(4) to determine whether the deposit bal- 
ance is increasing or decreasing. (See Cen- 
tral File.) 

Average Reserve Position 
See Clearing House Statement. 



ENCYCLOPEDIA OF BANKING AND FINANCE 27 

Averages 
See Market Averages. 

Averaging 
A method used by stock market specula- 

tors to reduce the cost of purchases. Aver- 
aging down means to buy more stock of a 
given issue at a price less than the last pur- 
chase successively as the price declines. 
Averaging up means to buy more of a given 
security at successively higher prices as 
prices advance. This method is employed 
out of recognition of the fact that the high 
and low points of a movement cannot be 

exactly predicted. Averaging is, therefore, 

a method of insurance against altogether 
missing the market. 

Award 

The acceptance of a bid to buy a block of 
securities. Bond issues, particularly munici- 
pal bonds, are frequently offered for sale to 
competitive buyers under sealed bids. This 
term is generally used to indicate the formal 
acceptance by the proper authorities of the 
offer to purchase of investment banker or 
bond house which has been the successful 
bidder. 



Baby Bonds 
Bonds of denominations of $50 and $100, 

issued as a means of widening the invest- 

ment market and to permit increased diver- 

sification. 

Back 

An abbreviated term for Backwardation 

(qi...) 

Back Spread 
First read Arbitrage. 

A term used in arbitrage transactions in 

securities, commodities, or foreign exchange, 

when the price of the same thing in different 

markets is less than the normal difference. 

Suppose, for example, United States Steel 
is selling on the New York Stock Exchange 

at $90 and on the London Stock Exchange 
at $93, the difference in the quotations rep- 
resenting a permanent difference due to cost 
of shipment, insurance, exchange rates, loss 

of interest, etc., to make them equivalent, or 

to establish commercial parity. Assuming 

three points to be the normal difference in 
quotations for this stock as between these 

two markets, no profit could be made by 

buying in New York and selling in London, 

or vice versa. If, however, the London 
quotation should be less than $93, say, $91, 

making the difference less than normal, a 
profit could be made by buying the stock in 
London and selling simultaneously in New 
York. Such a transaction is known as a 
Back Spread. 
A back spread differs from a spread in 

that in the latter the difference in price 
between two markets is greater than the 
normal difference. (See Spread.) 

Backwardation 
A term applicable to a practice of delaying 

settlement on the London Stock Exchange. 

Suppose a speculator who has sold stock for 

delivery at the next Fortnightly Settlement 
(q. v.) wishes to postpone the delivery until 
the following settlement period because of 
his belief that the price of the security will 
in the meantime decline, and accordingly 
arranges with his broker to postpone de- 
livery. This is secured either through ob- 
taining the consent of the purchaser to delay 

delivery for a consideration, or by borrow- 
ing the stock from someone else. The con- 
sideration or charge made by the purchaser 

or lender of the stock for the privilege 
granted to the seller by extending the time 
of delivery is called Backwardation. 

On the other hand in the reverse situation, 

when the speculator who has bought stock 
desires to postpone delivery, the charge made 
for the accommodation is called a contango. 

This charge based on the interest on the 
amount of the transaction during the period 

between the settlement days is made because 
the seller must wait till the next settlement 
for his money. Backwardation is paid by 
the seller, while contango is paid by the 
buyer. 

Bad Debts 

In commercial usage, uncollectible ac- 

counts; receivables whether evidenced by 
overdue open book accounts, or notes which 
are irrecoverable. Bad debts usually arise 

through the insolvency or disappearance of 
the debtor, and provision for these losses 
should be made by setting up a reserve. 

In banking usage, bad debts are bad loans 
which arise through the failure of makers 
or indorsers to pay at maturity notes or 
drafts which they have signed. Notes not 
paid at maturity are protested and usually 
turned over to the legal department for en- 
forcement of payment. In the meantime, 
they are charged to Bills Overdue account. 
If it becomes apparent that the maker of a 
note is irretrievably insolvent and that there 

is no possibility of making a collection, the 
note is charged to Undivided Profits. If 
notes once charged to Undivided Profits are 
subsequently collected, they are known as 

Recoveries and credited to Undivided Profits. 
The National banking laws define bad debts 

to be those on which interest is past due and 
unpaid for a period of six months, unless 
well secured, and in process of collection. 
Bad debts thus defined must be deducted from 
profits. (See Bills Discounted, Overdue, 
Recovery. ) 

Bad Delivery 
In the sale and transfer of stock certain 

conditions are imposed by the rules of stock 
exchanges. These rules relate to days and 

28 
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hours of delivery, assignment of stock, 
power of attorney, etc. If deliveries are 
made without the proper observance of these 
rules, they are known as Bad Deliveries. 
What constitutes a good delivery is ex- 
plained under Good Delivery (q.v.). 

Bad Loans 

See Bad Debts. 

Bailee 

One to whom goods are entrusted for 
some specific purpose. The bailee has tem- 
porary possession of such goods entrusted 
to him, but in no sense owns them. A rail- 
road company which receives a shipment of 
goods for transportation under a contract of 
bailment, called the bill of lading, is a bailee. 

Warehousemen who accept property for 
storage are also bailees, the contract of bail- 
ment being a warehouse receipt. 

Safe deposit companies which receive the 
valuables of customers for safe-keeping act 
as bailees, and as such have a lien on the 
property deposited in case rentals are not 
paid after a specified time. While the laws 
in the various states differ, as a rule if the 
rental on a safe deposit box is not paid for 
two years, notice may be sent to the renter 

that, if not paid before, the contents will be 
sold in 30 days for payment of the rent. 

Where a bank or trust company acts as 
custodian of securities, it is a bailee. 

Bailee Receipt 
A receipt given to a bank holding title to 

goods by a bailee, a customer of the bank 
who is permitted to sell them for the ac- 
count of the owning bank. A bailee receipt 
is often used in lieu of a Trust Receipt 
(q.v.), given upon release of documents 
covering imports for the purpose of ware- 
housing, selling or manufacturing. The trust 
receipt has proved to be inadequate collateral 
and only as good as the credit standing of 

the signer. It has often failed the banks in 
pressing claims against third parties who 

have purchased goods from the borrower. 
In releasing shipping documents so that im- 
ports may be procured at the steamship 
terminal, and sold in advance of the maturity 

of the draft drawn against the bank, banks 
sometimes require customers of doubtful 

standing to sign a bailee receipt. This in- 
strument is regarded as more stringent than 
the trust receipt and is supposed to offer the 
bank greater protection. The opinion has 

been expressed, however, that a trust receipt 
is a priori a bailee receipt and that legally 

no difference exists between the two instru- 

ments. 

The following is a typical form of bailee 

receipt : 

PRECELVECI BOON NE. ialecvonscsocescqgends Bank, 
solely for the purpose of selling the 
same for account of said bank, the fol- 
lowing property, marked and numbered 

as follows: 

Pere ePereeOCOCerrrreererrrerrrerrrerr rir erie) 

BNGA Ga vassts hereby undertake to sell said 
property for account of said bank, and 
collect the proceeds thereof and deliver 
the same immediately upon receipt to 
the said bank in whatever form col- 
lected to be applied to the credit of 
TATE Cot ate ere ae , hereby acknowledging 

bes i l oatot ia to be bailee of said prop- 
Srl CPOt tile Satie atl af ot coeeees cov cos cue 
do hereby assign and transfer to the 
said bank the accounts of the purchas- 
ers of said property to the extent of the 
purchase price thereof, of which fact 
notice shall be given at the time of de- 
Irvery? Of Said: property | Dy iiscc.ctitccss--ccsrsoss 
to said purchaser or purchasers, and all 
invoices therefor shall have _ printed, 
written or stamped thereon the follow- 
ing: “Transferred and payable to the 

If said property is not sold and the 

proceeds so deposited within ten days 
from this date, 

take to return all documents at once 
upon demand or to pay the value of the 
goods at the bank’s option. 

The said goods while in our hands 

shall be fully insured against loss by 
fire for the benefit of the bank. 

The terms of this receipt and agree- 
ment shall continue and apply to the 
merchandise above referred to, whether 
or not control of the same or any part 

thereto be at any time restored to the 

Snsiec Meats: Bank and subsequently de- 

livered to us. 

(See Trust Receipt.) 

Bailment 

The deposit of personal property by a 

bailor with the bailee for a specific purpose, 

such as safe custody, transportation, or stor- 

age. (See Bailee.) 
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Bailor 

A person who commits goods in trust to 
another person or corporation (the bailee) 

for a specific purpose. (See Bailee, Bail- 
ment. ) 

Balance 

_The sum necessary to equalize the debit 
and credit totals of an account. A debit bal- 
ance is the excess of debits over credits, and 
a credit balance is the excess of credits over 

debits. (See Bank Balance.) 

Balance of Trade 

The difference between the money value 
of a nation’s commodity exports and imports 
as shown by the Customs’ Reports. It 
usually applies to a nation’s trade with all 
other nations, although sometimes to the bal- 

ance of trade with a specified nation, e. g., 

England. 

If the annual exports of the United States 
are eight billions a year and imports five bil- 
lions, the difference of three billions is the 
balance of trade, or more accurately, balance 

of international trade, and is said to be favor- 

able. When imports exceed exports, the bal- 

ance of trade is unfavorable. When the money 
value of commodity exports and imports are 

not in balance, the difference is paid or re- 
mitted in some other kind of value. One 
of the chief mediums used in settling for- 
eign balances is gold, although the purchase 
of securities, money remittances, payment of 
ocean freight and insurance charges, and 

other invisible imports also assist in settling 
balances with foreign countries. (See Gold 
Movements, Invisible Imports.) 

Balance Sheet 

An itemized statement, known also as a 
Financial Statement, Statement of Assets 
and Liabilities, Statement of Resources and 
Liabilities, Statement of Condition, and 
simply Statement, showing the nature and 

amount of the assets, liabilities and net 

worth of a business as of a given date. The 
form is immaterial. From an accounting 

standpoint a balance sheet is a schedule of 
balances of the real accounts taken off the 
ledger after the nominal accounts have been 
closed. It is an instantaneous photograph 
or cross section of the affairs of a business, 

which discloses the equities of the various 
classes of owners in the net asset value or 
net worth. 

A balance sheet is prepared primarily for 
the information of the proprietors or man- 

agers, and in this respect, “the purposes of 
the balance sheet are twofold. Primarily 

it shows the financial status of the concern, 
giving information as to its solvency, and 
in a less degree it exhibits profits which have 
been made. The first purpose is on the face 
the most evident one. The balance sheet 
shows a cross section of the business, it 
presents the status at a given moment of 

time; it is ostensibly a showing of assets. 
and liabilities, not of income and expenses. 
Yet the balance sheet is not without value 
as an exhibit of profits. Prepared, as it 

ordinarily is, at annual intervals, it serves, 
at least by comparison, to show the flow of 
income during the period, as well as the 

financial status at the moment of its prep- 
aration.”* 
Among corporations the balance sheet is. 

intended for the managers (board of di- 
rectors and officers) rather than for the 
owners (stockholders). The latter usually 
receive a balance sheet in the annual report 
of the business, and in this connection, the 
balance sheet becomes a report of account- 
ability of the managers to the stockholders. 
The balance sheet enables the managers. 
(board of directors and officers) and own- 
ers (stockholders) to see whether the origi- 
nal investment has been kept intact, and 
whether additions have been made thereto, 
or losses sustained. By exhibiting the pres- 
ent financial status it discloses, by compari- 
son with previous balance sheets, the results. 
of past operations. It'also enables the man- 
agers or owners to plan future policies and 
to control the assets and liabilities so as to: 
increase the investment and equity of the 
owners. 

While the primary purpose of a balance 
sheet is to furnish useful information con- 
cerning the business to its proprietors, it has. 
several miscellaneous functions. Balance 
sheets are almost universally used as a basis. 
for commercial and mortgage loans, and 
most banks require prospective borrowers to: 

submit their latest financial statement upon 
application for a loan. They are essential 
to the scientific appraisal of the value of a 
business for the purposes of sale, and to 
furnish a basis for forming an intelligent 
opinion as to the value of its securities by 
investors and speculators. From all points. 
of view, it is desirable that a balance sheet 

‘should be a truthful statement of the affairs. 

of a business. To a large extent valuations. 
appearing in a _ balance sheet, especially 
among the fixed assets, are a matter of 

*H. R. Hatfield; Modern Accounting, p. 54- 
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opinion, but such valuation should always 
be conservative. The balance sheet should 
show the financial position of a business to 
be no better than it actually is. Some of 

the states have enacted False Statements 
Acts (q.v.), which impose penalties upon 
borrowers who sign false statements as a 

basis for loans. (See Bank Statement, 

False Statement Acts, Statement Analysis.) 

Balance Sheet Tests 

See Statement Analysis. 

Balboa 

See Foreign Moneys—Panama. 

Ballooning 
A stock market expression to denote the 

forcing of quotations of a given stock, or 
of the entire market, to unreasonably high 
or inflated values, i. ¢., to levels out of ac- 
cord with assets values and present or pro- 
spective earning power. 

Baltimore Plan 

A plan presented and approved by the 
convention of the American Bankers’ As- 
sociation at Baltimore in 1894 at which it 
was proposed that the requirement in the 
National Bank Act for the deposit of gov- 
ernment bonds in United States Treasury 
to secure the circulating notes of National 
banks be repealed. The proposed substitute 
plan recommended that the National banks 
be allowed to issue circulating notes up 
to one-half their paid-up and unimpaired 
capital, the notes to be subject to an annual 
tax of one-half of 1 per cent. Allowance 
was to be made for emergency currency 
to be subject to a heavier tax, to an ad- 
ditional amount of 25 per cent. The pro- 
posal recommended that the notes should 
constitute a first lien on the assets of Na- 
tional banks and should be further secured 
by a 5 per cent. guaranty fund to be held 
by the United States Treasurer. 

Bani 

See Foreign Moneys—Roumania. 

Bank 

A term said to be derived from the Italian 
word Banco (bench) at which the money- 
lenders, Jews and Romans, transacted their 

business in the market-place. In its origi- 
nal sense, which is still used today, the word 
means a pile or accumulation, as a sand 
bank, or bank of a river. The term has 
undergone an evolution in its meaning, and 

whereas the Bank of Venice, one of the 
earliest banks, was originated to make a 

public loan (also true of the Bank of Eng- 

land, created in 1694), and the Bank of 

Amsterdam (created in 1609), was a bank 

of deposit only, and banks of later periods 

were primarily banks of issue, in the mod- 

ern sense the main purpose of banking is 

to supply credit in some form or other. 

The New York State banking law defines 

a bank as “any domestic moneyed corpora- 
tion, other than a trust company, authorized 

to discount and negotiate promissory notes, 
drafts, bills of exchange and other evidences 
of debt; to receive deposits of money and 
commercial paper; to lend money on real 
or personal security; and to buy and sell 
gold and silver bullion, foreign coins or 

bills of exchange.” 
Modern banks may be classified according 

to their functions into six broad groups, 
viz.: (1) commercial banks (e. g., national 
banks and state banks); (2) savings 
banks; (3) trust companies; (4) investment 
banks; (5) mortgage banks; and (6) bank- 
ers’ banks (also known as reserve banks 

or central banks, c. g., Federal Reserve 
banks). 
Many modern banks, organized as National 

banks, state banks, or trust companies, and 
located in the large cities, are practically 
financial department stores and engage in 
all kinds of banking activities. A complete 
banking service comprehends the following 
functions: (1) receive demand deposits, and 
pay customers’ checks drawn against them; 
(2) receive time deposits and pay interest 
thereon; (3) discount notes, acceptances and 

bills of exchange; (4) supply credit by mak- 
ing advances with or without security, by 
issuing letters of credit, and by accepting 

bills drawn thereunder; (5) transfer money 
at home and abroad; (6) make collections 

and facilitate exchanges; (7) issue circulat- 
ing notes (restricted to Federal Reserve and 
National banks); (8) issue drafts, cashier’s 
checks, and money orders, and _ certify 
checks; (9) furnish media of safe invest- 
ment; (10) furnish safe-deposit vaults; 
(11) assume custodianship of securities and 
other valuables; (12) act in a fiduciary ca- 
pacity for individuals and _ corporations; 
(13) invest in Government or other securi- 
ties and act as fiscal agent for the Gov- 
ernment, or any of its civil divisions; (14) 
buy and sell gold bullion, foreign coins, and 
deal in foreign exchange. 

The laws of the United States and of the 
various states provide for the organization 
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of no less than nineteen distinct bank types, 
all of which are under the supervision and 
control of the Federal Reserve Board, 

Comptroller of the Currency, Postal Savings 

Committee, or the various State Banking 
Departments. 

Six separate types of banks are created 

by the banking laws of the United States, 
viz.: National banks, Federal foreign bank- 
ing corporations, Postal savings banks, Fed- 
eral Reserve banks, Federal land banks 

(also known as Federal farm loan banks) 
and their component National farm loan 
associations, and Joint-Stock land bank as- 

sociations. 
Under the jurisdiction of the various 

State Banking Departments are the follow- 
ing bank types, viz.: State banks, Trust 
companies, Mortgage companies, Title In- 

surance companies, Savings banks, Building 
and Loan Associations, Safe Deposit com- 
panies, Industrial banks (Morris Plan 
banks), Private banks, Credit unions, Per- 

sonal loan brokers and companies, and Land 
banks. In addition to the bank types created 

by law, and beyond the jurisdiction of the 
supervising bank authorities, are investment 

bankers, stock exchange brokers, note brok- 

ers, foreign exchange dealers, discount 

houses, and pawnbrokers, which are not 

usually subject to regulation other than that 
provided through licensing. 

(See Bank of Deposit, Bank of Discount, 
Bank of Issue, Bank Organization, Building 
and Loan Association, Commercial Bank, 

Credit Union, Federal Land Bank, Federal 
Farm Loan System, Federal Reserve Bank, 
Federal Reserve System, Foreign Banking 
Corporations, Investment Company, Joint- 
Stock Land Banks,- Land Bank, Mortgage 
Company, National Bank, National Banking 
System, National Farm Loan Associations, 
Personal Loan Company, Postal Savings 
Bank, Private Bank, Safe Deposit Company, 
Savings Banks, Title Insurance Company.) 
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Loan 

Bank Book- 

Bankable Paper 
Paper (q. v.), the principal debtors or in- 

dorsers of which have a sufficiently high 
credit standing that a bank will readily dis- 
count it. 

Bank Acceptance 
As defined by the Federal Reserve Board, 

“a draft or bill of exchange, whether pay- 

able in United States or abroad and whether 
payable in dollars or some other money, of 
which the acceptor is a bank or trust com- 
pany, or a firm, person, company or corpo- 
ration engaged generally in the business of 

granting bankers’ acceptance credits.” 

Bank acceptances are used in financing in- 

ternational trade and domestic transactions 

involving major staple commodities. They 
are practically a new type of credit instru- 

ment in the United States, and did not exist 

here before the Federal Reserve Act, Section 

13 of which provides for their issuance. 
Bank acceptances hold a prominent place 
among credit instruments and constitute the 
highest form of commercial credit in which 
the credit risk has been practically elimi- 
nated, since the direct responsibility for their 
payment rests upon banks whose credit is 
widely known. Bank acceptances arise out 

of drafts drawn under letters of credit issued 
by the accepting bank. The bank substitutes 
its credit for that of its customer and accepts 
drafts drawn under letters of credit, pro- 
vided they are in accordance with the terms 

thereof. The customer is required to place 
the bank in funds to meet the acceptance at 

its maturity. At a meeting of the leading 
banks of the important commercial centers 
in 1918, it was resolved that: “The accepting 
bank shall require from its clients that it be 
placed in funds to meet acceptances on the 
day of maturity either by (a) the deposit 
of clearing house funds one day prior to 
maturity, or (b) the deposit of cash or 
check on the Federal Reserve Bank of New 
York on the day of maturity, or (c) debit 
to the account of the bank’s client on day 
of maturity against funds cleared on, or 
prior to, such date.” (See Acceptance 
Credit, Letters of Credit, Limitations on 
Acceptance Credits. ) 

Bank Account 

Funds deposited in a bank. There are two 

principal types of bank account, commercial 

and savings. Commercial accounts represent 
demand deposits because they are subject to 

check and may be withdrawn immediately. 

Funds deposited in a savings account cannot 

be withdrawn by check, but only upon pres- 

entation of the pass book. Savings accounts 

represent time deposits. Savings banks usu- 

ally may require at least 30 days notice of 

intention before funds may be withdrawn, 

but under ordinary conditions this right is 

not exercised. (See Demand Deposits, De- 

posits, Time Deposits.) 
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Bank Accounting 
See Bank Bookkeeping, 

Accounting. 

Bank Act 

See Bank of England. 

Bank Advertising 
See Publicity Department. 

Bank Cost- 

Bank Apparatus 
See Bank Appliances. 

Bank Appliances 
A number of important mechanical appli- 

ances have been adopted by banking institu- 
tions in recent years to short-cut the great 
volume of clerical detail. The principal ma- 
chines used in modern banking are as fol- 

lows: adding machine, adding typewriter, 

addressing machine, annunciator, bookkeep- 
ing and billing machine, calculating machine, 
check cancellation machine, check indorsing 
machine, check protecting and writing ma- 
chine, coupon cutter, dictaphone, automatic 
cashier, automatic coin counting and wrap- 

ping machine, automatic typewriter, envelope 
sealing machine, folding machine, letter 
opener, mailing machine, mimeograph, multi- 
graph, numbering machine, pencil sharpener, 
photostat, perforating machine, stamp affix- 

ing machine, tabulating machine, telauto- 
graph, time dating stamp, time lock, time 

recording machine, transit machine, type- 

writer. 

Bank Balance 
This term has two meanings: 
(1) The amount standing to the credit of 

a depositor’s account at a bank, representing 
the sum he is entitled to withdraw. 

(2) The difference between the total 
debits and credits, whether against or in) 

favor, of a bank at the clearing house, 1. e., 
a given bank’s clearing house debit or credit 

balance. 

Bank Balance Sheet 
See Bank Statements. 

Bank Book 

Same as Pass Book (q.v.). 

Bank Bookkeeping 
Bookkeeping which in most respects fol- 

lows the principles of bookkeeping in other 
lines of business, but differs in two impor- 
tant particulars: (1) transactions must be 
recorded as soon after their occurrence as 
possible; and (2) the bank should be able 
to determine its exact financial status and 

results of operations at the close of each 
day’s business. 
A bank deals with cash and cash items. 

Most of its assets are quick or liquid assets 
which it endeavors to keep liquid in order 
that customers may make withdrawals at 

their pleasure. A bank is a huge accounting 

machine, an instrument by which its cus- 
tomers mutually settle their debts. In keep- 
ing financial accounts for its customers a 
bank is an important factor in insuring their 
solvency. If through an oversight in the 

bookkeeping department a customer’s ac- 
count shows an overdraft when as a matter 
of fact funds have been received which 
would create a credit balance, but are not 

yet posted, the customer’s position may be 
seriously jeopardized. Since a bank must 
handle a great volume of checks and other 

cash items affecting many separate accounts, 

some scheme must be provided for securing 
the posting of transactions to the ledgers 
with utmost dispatch and accuracy. 

The Comptroller of the Currency and 
many of the state banking departments re- 
quire banks to secure a daily trial balance. 
Even without this requirement ordinary pru- 
dence would dictate a daily balancing of 
books. . Because of the sheer volume of 
transa¢tions a bank is called upon to ad- 
minister, it is essential that each separate 
department and the bank as a whole prove 
its work daily, so that in case errors occur 
they can be ferreted out immediately, and 
before matters become further involved. 
Furthermore, a proof is essential in deter- 
mining the bank’s condition as to solvency, 
liquidity and profits. To protect its cus- 
tomers whose solvency partly depends upon 

the solvency of their bank it is necessary for 
a bank to determine its financial condition 
at the close of each day’s business. 

The booking or accounting system of a 
bank varies according to its type, size and 

kind of service performed, but most of its 
books and many of its operations are common 
to all. The bookkeeping work of a bank 
may be divided into (1) preparation of the 

original entry records in the various oper- 

ating departments; (2) preparation and 

sortation of posting mediums for posting to 
depositors’ and general ledgers; (3) prepara- 
tion of daily department proofs of original 
entry records; (4) keeping the accounts of 
depositors in the depositors’ or “individual” 
ledgers; (5) keeping the general accounts 
(general ledger and statement book), and 

(6) keeping the various departmental sub- 

sidiary ledgers, ec. g., liability ledger, bond 
ledger, ete. 
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A bank’s bookkeeping records may be 
classified in four broad divisions: (1) exclu- 
sively corporate records; (2) general ac- 
counting records; (3) depositors’ or “indi- 
vidual” ledgers; (4) department records. 

The exclusively corporate records consist of 
(a) stock journal, or stock certificate book, 
from which shares of stock are issued, and 

which shows the evidence of ownership of 
the shares; (b) stock transfer journal which 
is a chronological record of the transfers of 

shares; (c) stock ledger which shows the 
number of shares owned and held by each 
stockholder; (d) directors’ minute book 

which contains the minutes of directors’ 
meetings and their resolutions, which often 
affect the accounting records; (e) articles of 
incorporation which contain the authoriza- 
tion for the bank’s existence and affect the 
records with respect to capital stock; (f) 
dividend book which contains a record of 
dividend dusbursements and the names and 
addresses of stockholders entitled to receive 
dividends. The general accounting records 
consist of (1) general ledger; (2) state- 
ment book, and (3) general expense book. 
The department records consist of various 
subsidiary ledgers, ticklers and other facili- 
tating records. 

The following is a list of the more im- 
portant bookkeeping records especially ap- 
plicable to a commercial bank: 

Acceptance Liability Ledger. 
Acceptance Register. 
Acceptance Maturity Tickler. 
Acceptance Ledger. 
Accounts Opened and Closed Record. 
Advice Book. 
Bank Note Register. 
Bill Ledger (Book). 
Bill Register. 
Bill Maturity Tickler. 
Bond Classification Record. 
Bond Earnings Record. 
Bond Journal. 
Bond Ledger. 
Bond Maturity Tickler. 
Branches Ledger. 

Cash Book. 
Cashier’s Check Register. 
Certificate of Deposit Register. 
Certified Checks Register. 
Collection Ledger. 
Commission Record. 
Coupon Check Register. 
Coupon Ledger. 
Customers’ Securities Control. 
Depositors’ Ledger. 
Discount Ledger. 

BANKING AND FINANCE 35: 

Discount Maturity Tickler. 
Discount Register. 
Dividend Book. 
Expense Book. 
Exchange Record. 
Federal Reserve Ledger. 
Federal Reserve Register. 
General Ledger. 
Indexes. 
Individual Ledgers. 

Journal. 
Letters of Credit Register. 
Loan Ledger. 
Loan Register. 
Minute Book. 
Mortgage Ledger. 
Mortgage Register. 
Note Tickler. 

Offerings Book. 
Overdue Bills Book. 
Real Estate Record. 
Safe Deposit Register. 
Securities Ledger. 
Securities Register. 
Security Numbers Record. 
Signature Records. 
Stock Certificate Book. 
Stock Ledger. 
Stock Transfer Journal. 
Time Deposits Ledger. 
Time Loan Maturity Tickler. 
Trust General Ledger. 
Trust Securities Register. 

(See Auditing Department, Bank State- 
ments, Bookkeeping Department, General 
Bookkeeping Department, General Ledger, 

Statement Department.) 
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Bank Charter 

See Certificate of Incorporation. 

Bank Charter Act 

See Bank of England. 

Bank Check 

‘See Check. 

Bank Clearings 
Exchanges for the clearing house; checks 

and other items presented for collection 
- through the clearing house by its members. 
Total bank clearings and balances for the 
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principal cities having clearing house asso- 
ciations are published daily in the local 
newspapers. The principal financial maga- 
zines compile weekly, monthly and annual 
bank clearings for the principal cities and 
the United States as a whole, as a barom- 
eter of business activity. (See Business 
Barometers, Clearing House Statement.) 

Bank Commissioner 
A title given in some states to the chief 

‘of the State Banking Department (q. v.). 
In other states this official is known as 
Superintendent of Banks. 

Bank Cost-Accounting 
Although usually associated with manu- 

facturing businesses, cost-accounting is 

equally adaptable to banking; in fact, it is 

essential if proper charges for various serv- 
ices are to be made, and to determine whether 
given accounts are profitable or unprofitable. 
While cost-accounting in banks is usually 
taken as synonymous with account analysis, 

its scope is more extended and includes the 
determination of costs by departments, by 

classes of services, unit services and deposit 
accounts. In a well-managed bank, more- 
over, the cost-accounting system and budget 
system will serve as mutual checks on one 
another. 

Various systems or methods of deter- 
mining the cost of carrying depositors’ ac- 
counts have been devised. A complete expo- 
sition of these methods is impossible in a 
work of this sort, but the general principles 
may be outlined. The object of account 
analysis is to apportion the expenses of the 
bank to each account on some equitable basis, 

and to credit to each account its proportion 
of earnings. The earnings attributable to an 

account may be accurately ascertained with- 

out much difficulty, and consist of the in- 
terest at the current lending rate upon the 
usable balance, determined by subtracting 
from the average balance the amount of the 

average float (items in process of collection), 

and the required legal reserve. The deter- 

mination of the expenses assignable to each 

account, however, presents some difficulties. 
In the short method of analyzing deposi- 

tors’ accounts recommended by the Federal 
Reserve Bank of New York, the expense of 
carrying account may be divided into three 
parts, depending upon (1) its activity (num- 
ber of items per month), (2) its size (cash 
balance), and (3) the number of accounts 
in the bank. The activity charge is a di- 
rect charge assignable to an account because 

of the number of items handled for it, 
being twice as much for an account draw- 
ing 200 checks as for one drawing 100 
checks. The size charge is a _ mainte- 
nance charge, which varies according to the 

size of the balance, on the principle that 
the larger account costs more in the way of 
stationery, clerical attention and service. The 
number charge is an overhead charge which 

is constant for all accounts, and includes 

such items as rent, officers’ salaries, etc., ap- 
portioned according to the sum of the first 

two charges. 

The value of an account is, therefore, de- 

termined by subtracting from the interest 
earned on the usable balance (see above) 
the interest allowed on the deposit, and the 
cost of operation, consisting of an activity, 
size and number (or overhead) charge. 
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Bank Credit 

Credit extended by a bank to its cus- 
tomers with or without collateral, as distin- 
guished from commercial credit, personal 
credit, investment credit, public credit, etc. 
(See Credit.) 
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Bank Credit Currency 
See Credit Currency. 

Bank Deposit 
See Deposits. 

Bank Directors 

See Directors. 

Bank Discount 

See Discount. 

Bank Draft 
A sight or demand draft drawn by one 

bank as drawer upon another bank as 
drawee. (See Draft.) 
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Bank Employees 
See Bank Occupations. 

Banker 
A term loosely applied to a person engaged 

in the banking business ; one who lends funds 
belonging to others, as distinguished from 

one who lends his own money, 7. @., a Capi- 

talist. The banking laws of many states re- 
serve the term “banker” to designate private 
banks as distinguished from incorporated 
banks, at the same time restricting the term 
“bank” to incorporated banks. The term is 
often improperly used as the equivalent of 

the term Financier (q.v.), and to include 
investment bankers, stock exchange brokers, 

syndicate managers, etc. (See Individual 
Banker, Private Banks.) 

Banker’s Acceptance 
See Bank Acceptance. 

Bankers’ Associations 
Associations of banks, bankers, trust com- 

panies, etc., formed to promote their general 

welfare and usefulness, to secure favorable 
legislation, to disseminate useful information 
on banking practices and customs, and to 
secure mutual protection against crime. The 
most important of these associations is the 
American Bankers’ Association (q.v.), 
which includes a division each for national 
banks, state banks, stock savings banks and 
trust companies. Other bankers’ associations 
of national scope and influence are the 
Investment Bankers’ Association of America, 
National Association of Mutual Savings 
Banks, Farm Mortgage Bankers’ Association 
of America (q. v) and Morris Plan Bank- 
ers’ Association. 

Besides the bankers’ associations of na- 
tional scope, practically every state has a sep- 
arate bankers’ association, e. g.. New York 
Bankers’ Association, Ohio Bankers’ Asso- 
ciation, Wisconsin Bankers’ Association, etc. 
Many of these state-wide associations pub- 
lish a sectional bank magazine under their 
auspices. (See Financial Magazines.) In 
several states mutual savings banks and in- 
vestment bankers have organized separate 
state associations. 

Banker’s Bank 

A bank located in a large city and which 
specializes in transactions with other smaller 

banks. A term also applied to a Central Bank 
(q. v.), such as the Federal Reserve banks or 
the Bank of England. 

Banker’s Bill 

A bill of exchange drawn by a bank in 
one country upon a bank in another country, 
usually against credit balances and without 
supporting documents, as distinguished from 
a commercial bill. (See Bill of Exchange.) 

Banker’s Draft 

A check or bill drawn by one bank against 
balances deposited with another. The term 
usually applies to domestic transactions. 

(See Draft.) 

Bank Examination 

An inspection of the financial condition of 
a bank, initiated by the bank itself or con- 
ducted by legally constituted authorities, to 
assure the depositors, stockholders and the 
public that the affairs of the bank are being 
conservatively and efficiently managed. Bank 
examinations may be classified as external 
and internal. The former are compulsory, 
and are conducted by agencies created by 
law for that purpose, and the latter by the 
bank’s own auditing department, or by pub- 
lic accountants at the request of the bank. 

National banks are subject to two exami- 

nations a year by national bank examiners, 

acting under the supervision of the Comp- 
troller of the Currency. State banks are also 

usually subject to two examinations a year, 
acting under the supervision of the state 
banking department. The New York state 
banking laws also require periodic examina- 
tions to be made by the board of directors, 
but they are allowed to engage public account- 
ants to conduct the examination in their 
stead. The purpose of directors’ examina- 
tions is to place the board on record as hay- 
ing intimate knowledge of the affairs of the 

institution which they direct. Banks which 
are members of a clearing house association 
are often subject to examination by such 
association. Clearing house examinations are 
not required by law, but are instituted as a 
matter of conservative banking practice. 

Federal Reserve banks are subject to ex- 
amination by the Federal Reserve Board 
which maintains a “Division of Examina- 
tion” and a “Chief Federal Reserve Exam- 
iner.” The Federal Reserve Board also has 

power to examine member banks. The Fed- 

eral Reserve Act provides that any Federal 
Reserve bank may, with the approval of the 
Federal Reserve Board, examine any mem- 
ber bank within its district. The trust de- 
partment of a national bank is subject to 
examination by the banking department of 
the state in which it is located. 
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The specific purposes of an external bank 
examination are to ascertain (1) whether 
the bank is solvent as shown by a verifica- 
tion of its assets and liabilities; (2) whether 

the management is conforming to the restric- 

tions imposed by law; and (3) whether the 
bank, although conforming to the legal re- 
strictions, is adopting policies which may 
lead to embarrassment or disaster at a future 
date. 
An external bank examination is not a 

complete audit. Bank examiners do not set 

up a complete financial statement which pur- 
ports to be a true and correct exhibit of the 
bank’s financial condition. Neither do they 
certify that no defalcations have occurred. 
After the examination is completed, a com- 

prehensive report is prepared and submitted 
in writing by the chief bank examiner to the 
board of directors. The board of directors 
is required to adopt the recommendations of 

the bank examiner who may, for example, 
require writing off all overdue notes, or de- 
preciation on investments, and even that 
more capital be furnished to make good 
losses sustained, even though a deficit has 

not occurred. Improvident policies and 
loose accounting methods are criticized, and 
recommendations made for their improve- 
ment. The report of a national bank ex- 
aminer is required to be read at the next 
succeeding meeting of the board of directors, 
and noted in the minutes. 

Internal examinations conducted by a 
bank’s own auditing department may be 
classified as continuous and spot. The gen- 
eral control of the bookkeeping and ac- 
counting routine, summarization of depart- 

ment proofs and reconcilement of customers’ 
accounts may be regarded as a continuous 
audit. These functions are performed daily 
in order to secure protection against theft or 
defalcation and to prevent clerical errors. 

Spot examinations are irregular, the ele- 
ment of surprise being their chief character- 
istic. The auditors make their appearance 
in a certain department of the bank and 
verify the assets under custody without being 
announced. It is calculated that a spot audit 
tends to assure constant alertness in the 
clerical force. 

(See Audit, Bank Examiners, Comptroller 
of the Currency, Directors’ Examinations, 
State Banking Department,  Visitorial 
Powers.) 
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Bank Examiners 

Persons appointed pursuant to the national 
banking laws, Federal Reserve Act, and 

various state banking laws to examine the 

affairs of banks and banking institutions 
within their jurisdiction. 

National bank examiners are appointed 
by the Comptroller of the Currency with 
the approval of the Secretary of the Treas- 

ury. Appointments are usually made from 
a list of eligibles secured through non- 
competitive examinations held at the office 
of the Comptroller of the Currency in 
Washington from time to time as the needs 

of the service require. The examination 
covers the following subjects: general bank- 
ing practices, accounting, negotiable instru- 
ments, commercial and banking law, and the 

National Bank and Federal Reserve Acts. 
An examiner should also understand the 

principles of auditing and the chief avenues 
of fraud. 

The salaries of national bank examiners 
are fixed by the Federal Reserve Board 
upon the recommendation of the Comptroller 
of the Currency. National bank examiners 
have power to examine thoroughly all the 
affairs of the banks undergoing examination, 
to administer oaths, and to examine any 

officers or employees thereof. Examiners 
are required to make a full and detailed 
report of the condition of each bank ex- 

amined to the Comptroller of the Cur- 
rency. The recommendations contained in 
this report are submitted to the directors of 
the bank from the office of the Comptroller 
of the Currency. Y 

National bank examiners are forbidden to 
disclose the names of borrowers or the col- 
lateral against a bank’s loans, and banks are 
prohibited from making loans or granting 

gratuities to bank examiners. 
The regulations applying to national bank 

examiners apply in a general way to state 

bank examiners. Under the banking laws of 
the state of New York, bank examiners are 
appointed, their salaries fixed and duties as- 
signed, by the Superintendent of Banks. 
They are required to take the constitutional 
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oath of office, and may be retired from serv- 
ice upon half pay after twenty years’ service 
and mental or physical incapacity. (See 
Bank Examination, Federal Reserve Act, 
et Li ee.) 

Bank Exchanges 
Same as exchanges, or Exchanges for 

Clearing House (q. v.). 

Bank Failures 

See Failures. 

Bank Holidays 
The holidays recognized by the banks in 

New York City, and by the New York Stock 
Exchange, are as follows: New Year’s Day 

(January 1), Lincoln’s Birthday (February 
12), Washington’s Birthday (February 22), 
Memorial Day (May 30), Independence 
Day (July 4), Labor Day (first Monday in 
September), Columbus Day (October 12), 
General Election Day (first Tuesday after 
first Monday in November), Thanksgiving 
Day (last Thursday in November), Christ- 
mas Day (December 25). 

Bank Indorsement 

See Bank Stamp. 

Banking 
See subjects beginning with Bank, also 

American Bankers’ Association, Bank, Build- 
ing and Loan Association, Credit Union, 
Federal Land Bank, Federal Reserve Bank, 
Federal Reserve System, Foreign Banking 
Corporations, Investment Company, Joint- 
Stock Land Banks, Land Banks, Morris Plan 
Company, Mortgage Company, National 

Bank, National Banking System, National 
Farm Loan Association, Personal Loan Com- 
pany, Postal Savings Bank, Private Banks, 
Safe Deposit Company, Savings Banks, 
State Bank, Title Insurance Company, Trust 
Company. 

For Bibliography on Banking, see Bank. 

Banking Department 
See State Banking Department. 

Banking House 
The premises or building in which a bank 

conducts its business. The banking house 

and fixtures and appliances are the only 
fixed assets a bank is permitted to own. A 
national bank, and in most states, state banks, 
may hold real estate other than the bank- 
ing house only to protect itself from loss, 

ce. g., foreclosure of a mortgage loan, but 
national banks may not hold such property 
longer than five years without permission 
from the Comptroller of the Currency. 
Very often the banking house is carried 

on the balance sheet at a nominal value, 1. c., 

at a value much below the market value. 

Banking Power 
The lending or investing power of a bank; 

the credit strength of a bank. The term may 
also be applied to the combined lending 
power of all the banks in a city or nation. 
The measure of banking power is the com- 
bined capital stock, surplus, undivided profits 
and deposits. 

Banking Support 
An expression to denote the purchase of 

securities in sufficient volume to stabilize the 
market after a break in prices, by large and 
influential banking and financial interests. 
(See Support.) 

Banking Syndicate 
A group of banks associated together with 

one as manager for the purpose of under- 
writing and floating an issue of securities. 

(See Syndicate. ) 

Bank Law 

A general term to designate the statutes of 
the United States and of the various states 
under which banking institutions are organ- 
ized, operated and regulated. It also refers 
to the great body of court decisions concern- 
ing negotiable instruments, bank forms, doc- 
uments, etc., and to Federal Reserve Board 
regulations, rulings of the Comptroller of 

the Currency, and Treasury Department, 
and to the regulations of the various State 
Banking Departments. (See Federal Farm 

Loan Act, Federal Farm Board Rulings and 
Regulations, Federal Reserve Act, Federal 
Reserve Board Regulations, Financial Chro- 
nology, National Bank Act, Negotiable In- 

struments Law. ) 

Bank Magazines 
See Financial Magazines. 

Bank Money Order 
A form of money order issued and sold by 

banks, as distinguished from postal and ex- 
press money orders. The issuance of bank 
money orders is confined to large banks 
whose credit is well known, and whose 
money orders are, therefore, widely ac- 
cepted. They are practically a modified form 
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of cashier’s check, and unlike postal money 
orders may be indorsed any number of 
times. Their cost is practically equivalent 
to postal and express money orders. (See 

Express Company Money Orders, Money 

Orders.) 

Bank Note 
A bank’s own promise to pay to bearer 

upon demand, issued under the banking laws 

of the United States, and intended to be 
used as money. Bank notes are often re- 
ferred to as circulating notes, or circulation. 

The privilege of note issue in the United 

States is restricted to Federal Reserve and 
National banks. The former is authorized 
to issue Federal Reserve Notes (q.v.) and 

Federal Reserve Bank Notes (q.v.); the 
latter to issue National Bank Notes (q.v.). 

Bank Occupations 
The principal occupations in a commercial 

bank are as follows: accountant, adding ma- 

chine operator, advice clerk, assistant cashier, 
auditor, bill clerk, bond clerk, bookkeeper, 
cashier, certifications clerk, check-desk clerk, 

chief clerk, clearing-house settlement clerk, 

collateral clerk, collection clerk, commercial 
credits clerk, comptroller, coupon clerk, cou- 

pon collection clerk, coupon collection teller, 

coupon teller, credit analyst, credit corre- 

spondent, credit investigator, credit man, cus- 
todianship teller, customers’ securities clerk, 
dictaphone operator, discount clerk, discount 

teller, draft clerk, fanfold machine operator, 
file clerk, foreign currency teller, foreign 

exchange bookkeeper, foreign exchange 
clerk, foreign exchange trader, general 

bookkeeper, guard, junior clerk, ledger clerk, 

letter of credit clerk, loan clerk, mail teller, 
messenger, money clerk, night watchman, 

note teller, office boy (page), paying teller, 

personnel officer, secretary, securities clerk, 

senior clerk, shipping clerk, signature clerk, 
statement machine clerk, statistician, stenog- 

rapher, stenotypist, stockroom clerk, stop- 
payment clerk, substitution clerk, transit 
clerk, translator, trust officer, typist, vault 

attendant, voucher clerk. 

Bank of Circulation 
Same as Bank of Issue (q. v.). 

Bank of Deposit 
Strictly any bank which receives deposits, 

which would include practically every bank- 
ing type. In ordinary usage, however, it 

applies to banks which receive deposits 
subject to check, and therefore to com- 
mercial banks, e¢. g., national and _ state 
banks. (See Bank.) 

Bank of Discount 
A bank which discounts notes, accept- 

ances, and bills of exchange, and other- 
wise lends its credit, as distinguished from 
a savings bank, mortgage company, etc. 
All commercial banks are banks of dis- 
count, which would include National banks, 
state banks, and trust companies (in most 
states). Federal Reserve banks also come 
under this designation. (See Bank.) 

Bank of England 
The central banking institution of England 

with the main office in London, and eleven 

branches located in the principal cities of 
England. Its full official title is “The Gov- 
ernor and Company of the Bank of Eng- 
land,” and it is sometimes called, colloquially, 

“Old Lady of Threadneedle Street.” It is 

primarily a bankers’ bank, and occupies the 
same relation to the English banking system 

as the Federal Reserve banks to the banking 

system of the United States. 

The original charter was granted in 1694, 
but was modified in 1844 by what is known 
as the “Bank Charter Act,’ or briefly as 
“Bank Act,” which established the Bank of 

England on its present basis. Its original 
capital was £1,200,000, as compared with a 
capital of £17,800,000 in 1921. It is a pri- 
vate bank, owned and controlled by its 
stockholders, with practically no government 
supervision. The management rests with a 

board consisting of a governor, deputy- 
governor and twenty-four directors. The 
stockholders elect the directors, and the lat- 
ter elect the governor and deputy-governor, 

both of which hold office for two years, the 
latter becoming governor upon retirement of 
the former. Ex-governors constitute an 

advisory council to the governor, and are 
known as the Board of Treasury. The Bank 

Charter Act expressly stipulates that no 
banker may become a director. The directors 
meet each Thursday. 

The English banking laws do not require 
the Bank of England or the joint-stock or 
private banks of the country to maintain 
prescribed reserves against deposits. This . 
amount is left to the discretion of the offi- 
cers. The joint-stock and private banks 
maintain sufficient cash in their own vaults 
to meet current needs, but keep the larger 

part of their reserve as a balance in the 
Bank of England, which, therefore, holds the 
ultimate reserve of the country. This re- 

serve is maintained in gold, and by concen- 
tration in one institution, the gold reserves 
are mobilized so as to form the basis for a 
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high degree of credit expansion. In times 

of commercial activity, banks sell their notes 
and bills to the Bank of England through the 
open market. It is by this method rather 

than through the rediscount process, which 

characterizes the American system, that 

credit elasticity is achieved. The commercial 

banks usually keep from 10 to 20 per cent. 

reserve, while the Bank of England itself 

rarely permits its reserve to fall below 33 
per cent. Under normal conditions the re- 

serve ranges between 40 and 50 per cent. 
Upon the Bank of England also devolves 

very largely the responsibility of acting as 
custodian of the gold reservoir for interna- 

tional banking. London is the world’s finan- 
cial center, and a considerable portion of its 
banking power is available for the financing 
of international transactions. Bills of ex- 
change on London may be discounted almost 
anywhere in the world, because London is 

equipped to honor sterling bills in gold prac- 
tically without limit. An adequate gold re- 
serve is insured by means of controlling the 
discount rate, or “bank rate,” as it is known 
in England. When the gold reserve is drawn 
upon heavily, the bank rate is raised in order 
to discourage further borrowing, and when 
the reserve rises, the rate is lowered. If the 

advance in the bank rate does not restrict 
borrowing and counteract the outflow of 

gold, the Bank of England borrows in the 

open market, and by reducing the supply of 

bills, forces money rates up. 
The Bank Charter Act draws a sharp line 

of demarcation between the two departments 
of the Bank of England, viz.: “Banking De- 
partment” and “Issue Department.” Except 
for the requirement that a weekly Bank 

Return (q. v.) be prepared and published, 
the conduct of the “Banking Department” is 
left largely to the discretion of the gov- 
ernors, but the activities of the “Issue De- 
partment” were rigidly prescribed. The 
object of this provision is to insure against 
note inflation. The Bank of England has a 
practical monopoly of the note-issuing privi- 

lege, since no other bank organized since 
1844 may issue notes. Of the banks in ex- 
istence before 1844, only those conducting 
business 65 miles from London retained the 
right to issue notes. The Bank of England’s 
note issue secured by Government debts is 
restricted to £14,000,000. For notes issued 
in excess of this amount, gold coins or gold 
or silver bullion must be deposited in the 
Issue Department in equal amount, 1. e., 
notes in excess of £14,000,000 are secured 
by a full specie reserve. Since the Bank 

Charter Act gave the Bank of England the 

right to issue notes against securities up to 
two-thirds of the lapsed issues of country 
banks, the amount of notes issued against 
securities as distinguished from those issued 

against a full specie reserved increased to 
£18,450,000 in 1921. 

To provide greater elasticity in the note 

issues during times of credit expansion, or in 

an emergency, the Bank Charter Act may 

be suspended. This enables the bank to in- 
crease its note issue without depositing in 

the Issue Department the equivalent in 

specie. For the purpose of alleviating crises, 
the Bank Charter Act has been suspended 
three times, in 1847, 1857 and 1866. Power 
to suspend the act was granted in 1914, but 

the authority was not acted upon. 
The Bank of England is the fiscal agent 

of the British Government. It receives and 
disburses the government’s revenues, man- 

ages the national debt and pays the interest 
thereon, issues exchequer and treasury bills, 

and makes advances to the government. 

The prestige and influence of the Bank 
of England is probably greater than any 

other bank in the world, due partly to its 

age, size and financial strength, but chiefly 
to its position in the world money and dis- 
count markets, its influence in controlling 
international gold movements, and to its 

long record of capable administration of the 
finances of England. 

By way of summarization, the Bank of 
England is a banker to joint-stock and pri- 
vate banks; is fiscal agent to the govern- 

ment; has a semi-monopoly of note issues; 

maintains the gold reserve of the country by 
custodianship of reserves of joint-stock and 
private banks; controls the money rate; 

engages in open market transactions; and 

provides emergency currency. (See Bank 
of England Statement, Bank Rate, Bank 

Return, Joint-Stock Banks. ) 
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Bank of England Return 
See Bank of England Statement. 
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Bank of England Statement 
A statement of condition, or “Bank Re- 

turn” as it is known in England, which 
the Bank Charter Act requires the Bank 
of England to publish weekly in the Lon- 

don Gazette. This statement appears Thurs- 
day morning of each week, simultaneously 
with the Bank Rate (q. v.). 

The following is a specimen statement 
of the Bank of England: 

BANK OF ENGLAND RETURN 

May 31, 1922. 

Issue Department 

PAN OES ISSUE eek acess £145,508,465 2..tvovernment debt ene. aees: 11,015,100 
3J..Other [securities ise. nee 7,434,900 
4. Gold coin and _ bullion.....0...... 127,058,465 
Se Silver bpllton i.ce ee ae 

£145,508,465 £145,508,465 

Banking Department 

6~ Capital): 4.0520 ete ee £14,553,000 11. Government securities .......... 47,997,913 
Ter RROSt ose eee eee ae 3,179;828 » 12) Other *securiticsus ene ee 75,358,923 
Sour ublic, deposits tecapenseti re 28.740,945.° 137 SNotest Mees eee 22,792,605 
9. Other:) depesiisyy,... seme tae 101,480,533 14. Gold and silver coin................ 1,822,544 

10. Seven day and other bills.... 17,679 

£147,971,985 £147,971,985 

Proportion of reserve to liabilities 18.90 per cent. 

* Including exchequer, savings banks, commissioners of national debt, and dividend accounts. 

EXPLANATION 

No. 1. Circulating notes of the Bank 

of England. Note that £22,792,605 remain 

in the bank’s possession in the banking de- 
partment, leaving the active bank note cir- 

culation at £122,715,860. 
No. 2. Perpetual advance to the Gov- 

ernment by the bank, against which the lat- 

ter is permitted to issue circulating notes. 

No. 3. Securities taken over from banks 

of issue prior to the Bank Charter Act of 
1844, and against which circulating notes 
may be issued. 

No. 4. This amount is precisely equal 
to the difference between the notes issued, 
and the sum of “Government Debt” and 
“Other Securities.” The Bank Charter 
Act requires that notes not secured by 

these two items, representing a total of 
£18,450,000, must be covered by an equal 
amount of gold. 

No. 5. No silver bullion is carried by 
the Issue Department. 

No. 6. Capital stock. 

No. 7. Surplus and _ undivided profits, 

which are never permitted to fall below 
£3,000,000, any amount in excess  benig 
available for dividends. 

No. 8. Deposits of Government funds. 
See footnote. 
No. 9. Deposits of joint-stock and private 

banks, and of firms and individuals. 
No. 10. Remittance drafts, also known 

as bank post bills. 
No. 11. Obligations of the British Gov- 

ernment owned or pledged. 

No. 12. Foreign government bonds, rail- 
road debentures, high-grade bills of ex- 
change, and other negotiable instruments. 

No. 13. Bank of England notes on hand. 
See No. 1. 

No. 14. The reserve held against de- 
posits. The ratio of this amount to de- 
posits is an indication of the credit condi- 
tions of the country and is comparable with 
the Federal Reserve ratio of reserves to 
deposit liabilities in this country. The 
amount of reserve is subject to variation 
by domestic and foreign demand for gold. 
(See Bank of England.) 

Bank Officers 

See Auditor, Bank Organization, Cashier, 
Comptroller, Trust Officer. 

Bank of France 

The central banking institution of France, 
established in 1800 with a capital of 30,000,- 
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000 francs by Napoleon Bonaparte, then 
first consul. Its head office is located in 
Paris and it is required to have at. least 
one branch in each department of the re- 
public. Numerous smaller auxiliary branch 
offices are located in all the principal cities 
and towns. 

The Bank of France is a private bank, 
owned by its shareholders, but subject to 
the control of the Government. The man- 
agement rests in the governor and two 

deputy-governors appointed practically for 
life by the President, and a council of 15 
regents, and three censeurs (auditors) 
chosen by the stockholders. 

The exclusive right of note issue was 
conferred upon the Bank of France in 1848. 
On account of the undeveloped use of the 
check, the notes of the Bank of France 
are the chief medium of exchange for 
both large and small business transactions. 
This necessitates a large emission of bank 

note currency which, in normal times, is 

from six to seven times the amount of de- 
posits. The maximum note issue is fixed 
by law and increased as required by ex- 
tending the limit prior to reaching the 
maximum. Notes are emitted under the 
direction of the council of regents. No 
specific reserve is required for either notes 
or deposits and there is no specific pledge 
of collateral for the redemption of notes, 
which rest wholly upon the general assets 
and credit of the bank. Under normal 
conditions the specie reserve, consisting of 
both gold and silver, is high, and ranges 
between 60 and 75 per cent. of the total 
liabilities. Bank notes are legal tender as 
long as specie payments are maintained. 
Legally, the Bank may, and in _ practice 
does, protect its gold reserve when the in- 
ternational balance of trade is adverse by 
redeeming its notes in silver coins (which 
are legal tender), or compelling customers 
to pay a premium for gold, but this is 
denied by French writers. 

Like the other central banks of Europe 

the Bank of France does a large commer- 
cial discount and government security busi- 
ness. It not only discounts paper owned 
by smaller banks, but that of business 
corporations and individuals, provided the 
paper has two signatures, or two signatures 
and specified collateral The Bank of 
France is fiscal agent for the government 
and manages the public debt in much the 
same way as the Bank of England manages 
the debt of that country. 

The following is a statement of the 
Bank of France as of May 4, 1922: 

ASSETS 
Francs 

Cash holdings 
CG. ceaah rensts 3,578,735,877 
SAIVEL teskerree 282,871,670 5,809,974,604 

Foreign investments and hold- 
PETS cies ices Sesteddenkeatuadasschett< 629,696,964 

Items due yesterday and col- 

Pig mdal Co aussie: &igaay Rim pet Serene nae 4,303,661 

Bills discounted (Paris)............ 1,339,089,041 

Bills discounted (branches).... 1,615,441,701 

Bla PES OU ae etch sects ce shen srdcae ane 40,318,253 
Advances against coin and 

Biillictime’ Davis ) techs trecssecsevcrectere 12,874,000 
Advances against coin and 

bullion (branches) ............00 12,874,000 
Advances against securities 
Ag GED Meek Seok Cs Samet P 439,150,553 

Advances against — securities 
PDrANCHES Wetareuiesssta Aeletes rence 1,815,025,897 

Advances to the Government....23,000,000,000 

French treasury bonds dis- 

counted for advances to for- 

eign governments  .........ce0 4,210,000,000 
Rents i reServe......ccsc.sscessecsees 12,980,750 

Rentes free and unpledged...... 129,717,308 
Rentes pledged: «cic cscscsdeciscosceen 100,000,000 

Banking house and equipment 

PALES) pele se ceerr tice sonst tivan oes 4,000,000 
Real estate and equipment 

(branches le, accu ner cee cone 60,550,797 
Employed as a special reserve 8,407,438 
Expenses of administration....... 30,139,330 

Miscellaneous sic. ee aicacc 1,835,161,851 

Mote ls. geestk. atte hh teseoen, 41,096,833,154 

LIABILITIES 
Francs 

Capital pase citer aeuacmets int 182,500,500 
Profits in addition to capital... 38,105,294 

Bteey reservar kiting wacuseitice ae 22,105,750 
Pixeds reserves packet eees 4,000,000 

opecial | reserver se caltnerces 8,407,444 

Amortizattoniraccount | .4:..c<a. es 830,073,275 
Amortization interest account 8,824,696 
Bearer notes in circulation........ 36,178,276,585 
Order notes in circulation........ 868,015 

French Treasury deposits.......... 15,940,394 
Current deposits (Paris).......... 1,383,741,741 
Current deposits (branches).... 1,050,210,071 

TYAN, CIV ICM IES | cence ca ceteests coarse 4,039,457 
Discounts and _interest.............. 74,320,309 
Rediscounts of the last half 

bor yr te | A Ee) SORES a Le 13,081,887 

Miscellanea 1.21. ccducssenmetaene se 1,282,338,232 

96 bs SO ed Re ah! 41,096,833,154 
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Bank of Germany 
The central banking institution of Ger- 

many, the full title of which is Imperial 
Bank of Germany, or Reichsbank. Its 

main office is located in Berlin, but a net- 
work of about 500 branches are distributed 
throughout the country. The Bank was 
created in 1875 by the acquisition of the 
Bank of Prussia, a Government institution 
organized in 1765. In 1913 the fully paid 
capital of the Bank of Germany was 185,- 

000,000 marks. 

The Bank of Germany is owned by pri- 

vate stockholders, but is largely controlled 
by the Government. The management rests 

in the president and board of directors 
known as the directorium; a curatorium, 
which according to the Act of 1875, were 
appointed for life by the Kaiser upon the 
recommendation of the federal council; and 

a stockholders’ committee. The officers 
are considered Government officials and the 
directors are responsible to the Minister 

of Finance. 

In time the Bank of Germany will have 
the exclusive right of note issue. Its notes, 
secured by the general assets of the Bank, 
and not by a specific pledge of collateral, 

are now legal tender and provide elastic 
currency. Before the war, a limit of 550,- 
000,000 marks, called the contingent circula- 

tion, was placed on the uncovered notes. 

All notes were required to be secured by a 
cash reserve equal to one-third of the 

issue. Although in times of emergency 

this requirement may be waived, the Bank 
is required to pay a 5 per cent. tax on the 

surplus issue into the Government Treas- 
ury. In any event a cash reserve equal to 

one-third of the notes in circulation is re- 
quired, the remainder being secured by bills 

or checks of maturity not longer than three 

months and having at least two indorse- 

ments. 

The branches of the Bank of Germany 

are of several classes, and they are the 
means by which transfers are made among 

‘customers’ deposit accounts. This is called 
the “giro system,” which is a_ substitute 
for the English and American check sys- 
tem. The Bank of Germany is also a bank 

of discount and carries on extensive trans- 

actions in Government bonds and_ precious 
metals. It discounts commercial paper hav- 
ing maturity of not more than three months 

and not less than two indorsements, and 
notes secured by prescribed collateral, es- 
pecially German Government bonds. The 
discount rate is uniform at the head . office 
and among the branches, and is under the 
control of the curatorium. The profits 
of the Bank are shared with the Govern- 
ment in a ratio fixed by law, and as fiscal 
agent for the Government it receives no 

compensation. 
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Bank of Issue 
A. bank empowered with the note issuing 

privilege. (See Bank Note, Circulating 

Notes. ) 

Bank of North America 

The oldest bank in the United States, 

located at Philadelphia, and chartered by 
the Continental Congress on May 26, 1781. 
It was the only charter granted by that 
body, but was made perpetual. The original 
capital was fixed at $160,000, but this was 
shortly after increased. The bank was 
planned by Robert Morris, Superintendent 
of Finance of the Revolution, and began 
operations on January 7, 1782. Because 
some doubt was raised as to the right of 
Congress to charter a bank, it obtained a 
new, but not perpetual, charter from the 
state of Pennsylvania in 1784. This bank 
performed the functions of a commercial 
bank, made advances to the Government, 
and issued circulating notes redeemable in 

coin. It was a success, as demonstrated by 

the fact that after the Revolution it paid 
annual dividends of 14 per cent. 

Under the Pennsylvania charter, which 
was renewed at intervals, the bank con- 

tinued its operations, until it was granted a 

charter under the National Bank Act. It 
has since operated as a National bank, and 
by special dispensation, without a change 
in its original name. 
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Bank of the United States 
A bank known as the First Bank of the 

United States, chartered by Congress in 

1791, and which began operations in De- 

cember of that year with a capital of 

$10,000,000, one-fifth of which was sub- 
scribed by the Government. The plans of 
the bank were outlined by Alexander Hamil- 
ton, then Secretary of the Treasury. 

The bank was permitted to establish 
branches without limit, and eight were ac- 
tually put into operation. The business of 
the branches was restricted to receiving 

deposits and discounting commercial paper. 
The head office was located in Philadelphia. 
The note issue of the bank was limited 

to the amount of its capital stock, and no 
indebtedness could be carried in excess of 
its deposits. It made advances to the Gov- 
ernment, and acted as its fiscal agent. It 
was dissolved through the expiration of 
its charter in 1811. 

The Second Bank of the United States 
was established in 1816 through the efforts 
of President Madison with a capital of 
$35,000,000, one-fifth of which was sub- 
scribed by the Government. It was organ- 
ized and operated along the same lines as 
the First Bank of the United States, but 

its operations were not successful until 

1819, when it became a strong institution, 
provided a sound circulating medium, and 
furnished the soundest banking system yet 
devised in the United States. Due to the 
antagonism of political interests sponsoring 
the “state banking system,” the renewal 
of the charter was refused, and it was 

dissolved in 1836. 

BIBLIOGRAPHY 

H. Waite: Money and Banking (1911), 
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Bank Organization 

The scheme or plan by which the various 
divisions, departments, sections, operating 

units, and individual jobs of a bank are co- 

ordinated and subordinated, authority de- 
fined, functions described, and responsibili- 

ties located for each officer and employee, 
to the end that the banking business may be 
properly controlled, and made to operate 
smoothly. The modern metropolitan bank 
performs numerous types of services, quite 
diverse in their nature, and which call for 
expert supervision. Usually these different 

branches of bank service are rendered better 
when administered by specialists, and in 
many banks separate divisions of service are 

to manage its 

created, for the convenience of the public 
as well as from the viewpoint of internal 
administration, for the successful operation 
of which a separate officer, usually a vice- 
president, is responsible. To illustrate an 
ideal internal organization of a bank of ap- 
proximately $15,000,000 capital and surplus, 
an organization chart is presented. 
A bank is owned by its stockholders, but 

this body is too large and unwieldly actively 
affairs. Control of the 

policies and management of the bank are 
therefore vested in the board of directors, 
elected by the stockholders, usually annually. 
This body is responsible to the stockholders 
for successful management, and to the gov- 

ernment banking officials for the observance 
of the banking laws. The actual administra- 
tion of the bank’s operations, however, de- 

volves upon the officers, who are appointed 
by the directors. The officers usually consist 
of a president, who in a small bank may be 
merely a figurehead who is primarily inter- 
ested in another line of business, one or more 
vice-presidents, a cashier, who is usually 
equivalent to the general manager and whose 
duties are never delegated, and in large 
banks, a number of assistant cashiers, and 
perhaps a comptroller. 

The larger divisions of a bank naturally 
fall into two classes: those serving the pub- 

lic and the facilitating or co-ordinating divi- 
sions. The Irving Bank-Columbia Trust Co. 
of New York City, which has organized its 
services along functional lines, calls its divi- 
sions of the first class, Deposit Division, 
Securities Division, Credit-Loan Division, 

Trust Division and Foreign Division; and 
divisions of the second class, Business Ex- 
tension Division, Publicity Division, General 
Co-ordinating Division, and Auditing Divi- 
sion. 

For the steps necessary in forming a new 
bank, see National Bank, State Bank, Trust 
Company. See Organization Chart on fol- 
lowing page. 

Bank Paper 
This term has two meanings: 

(1) Bankable Paper (q.v.). 

(2) Paper bearing the indorsement or ac- 

ceptance of a bank, e. g., a bank acceptance, 
or note rediscounted at a Federal Reserve 

bank. 

Bank Rate 

A term applied to the rate of discount 
fixed by the Bank of England, or other cen- 
tral bank of Europe, as distinguished from 
the open market rate. The English bank 
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rate is the discount rate prevailing at the 
Bank of England; the French bank rate the 

rate of discount at the Bank of France; the 

German bank rate the rate of discount at the 

Bank of Germany. 
The equivalent to the bank rate in the 

United States is the Federal Reserve rate of 
rediscount which may vary in the separate 
Federal Reserve districts. (See Redis- 
count Rate.) 

Bank Reference 

The name of a bank with which a concern 
has an account, given to another concern as 
a reference in order that its credit standing 

may be investigated. Before accepting new 
accounts banks usually investigate the char- 
acter, ability and financial responsibility of 
their customers, and through constant con- 
tact are in a position to give an opinion to 

others concerning the standing of their cus- 
tomers. 

Bank Reserve 

The proportion of cash or balances on de- 
posit with other banks which a bank is re- 
quired by law or by banking policy to keep 
against deposits. In the United States, re- 
serve requirements are prescribed by law; in 
England, Canada, France and many other 

countries, the reserve is left to the discre- 
tion of the bank management. Member 
banks of the Federal Reserve System keep 

their reserves with the Federal Reserve 
bank of their district. State banks and trust 
companies keep their reserves in the form 
designated by state law. Generally this re- 
quirement consists of a certain percentage in 

the form of deposits with other banks. As a 
rule, state laws permit state banks and trust 
companies which are members of the Federal 
Reserve System to follow the provisions of 
the Federal Reserve Act in lieu of state re- 
quirements. (See Reserve.) 

Bank Return 

A term given to a bank statement or bal- 
ance sheet in England, e. g., Bank of Eng- 

land Return. The term is sometimes applied 
in this country to denote the weekly state- 
ment of the New York Clearing House 
Banks, which is also known as “Individual 

Bank Return,” “Statement of the Associated 
Banks,” and as “Clearing House Statement.” 
(See Bank of England Statement, Clearing 
House Statement. ) 

Bankrupt 
See Bankruptcy. 

Bankruptcy 
A condition of Insolvency (q.v.) in 

which the property of the debtor or insol- 
vent is taken possession of by a receiver or 
trustee in bankruptcy for distribution among 
the creditors under the direction of a bank- 
ruptcy court and through the operation of 
the National Bankruptcy Act of 1898. Bank- 
ruptcy is a court proceeding which may be 
brought at the instance of the insolvent him- 
self, in which case it is called voluntary 
bankruptcy, or upon the petition of a cred- 

itor or creditors, in which case it is in- 

voluntary bankruptcy. To be adjudged an 
involuntary bankrupt the insolvent must 
have committed an “act of bankruptcy” 
(see National Bankruptcy Act, Sec. 3) and 
be indebted in the sum of not less than $1,000. 

The purposes of bankruptcy are (1) to 
permit an individual, partnership or corpo- 
ration which is hopelessly insolvent to free 
itself of a debt which is unsupportable by 
wiping out its excess of liabilities, and giv- 
ing it a clean slate, provided there is an 
absence of fraud, and (2) to protect the 
creditors from further losses and to insure 
their participation to the fullest extent in 
the property of the bankrupt. 

The benefits of the National Bankruptcy 
Act are open to all individuals except a 
wage-earner and farmer, to partnerships and 
corporations, except municipal, railroad, in- 

surance and banking corporations. 
Insolvent national banks come under the 

jurisdiction of the Comptroller of the Cur- 
rency and insolvent state banks and trust 
companies, etc., under the jurisdiction of the 
various state banking departments. ‘‘When- 
ever the Comptroller shall become satisfied 
of the insolvency of the national banking 
association, he may, after due examination 
of its affairs, in either case, appoint a re- 
ceiver, who shall proceed to close up such 
association, and enforce the personal liability 
of the shareholders.” (Act June 30, 1876.) 
(See Insolvency, National Bankruptcy Act.) 

Bankruptcy Act 

See National Bankruptcy Act. 

Bank Stamp 
The indorsement of a bank placed on the 

reverse side of a check, note, acceptance or 
other negotiable instrument with a rubber 

stamp or an indorsement machine. Bank 
indorsement stamps are of two kinds, direct 
and general. In a direct indorsement the 
name of the payee bank is specifically 
stated, whereas a general indorsement bears 
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the words, ‘““Pay to the Order of any Bank 
or Banker.” The general indorsement is in 

more common use since it permits standard- 
ization, thus enabling the bank to dispatch 
large numbers of checks with the minimum 
of time and labor. 

Bank Statement 

A financial statement or Balance Sheet 
(q. v.) of a bank, exhibiting the nature and 

amount of its assets, liabilities and net worth. 

National banks are required to submit state- 
ments of condition upon call of the Comp- 
troller of the Currency (see Comptroller’s 
Call) at least five times a year at irregular 
intervals. Immediately following the call 
the statement is required to be published in 
the local newspapers for the benefit of the 
public. Similar requirements are imposed 
upon state banks and trust companies by the 
various state banking laws. 

Inasmuch as banks hold the key to the 
credit structure of the nation, and the col- 

lapse of banking credit would bring ruin 
throughout industrial and commercial life, 
the solvency of the banks is of paramount 
public concern. The publication of bank 
statements helps the public, stockholders and 

depositors to determine; (1) the bank’s in- 
debtedness to depositors; (2) the bank’s in- 

debtedness to stockholders; (3) the quality 
and liquidity of the assets; (4) the ability of 
the bank to discharge its obligations to de- 
positors; (5) the excess of assets over lia- 
bilities; and (6) amount of reserves. 

In the following examples four types of 
bank statements are exhibited: 

STATEMENT OF THE CORN EXCHANGE 

BANK, NEW YORK 

(Advertised as a Bank Statement that any man 
or woman can understand) 

THE CORN EXCHANGE BANK 

New York 

Statement of April 1, 1922 

Bank Owes to Depositors.... $199,887,343.47 

A conservative banker always 
has this indebtedness in mind, 
and he arranges his assets so 
as to be able to meet any re- 
quest for payment. 

For this Purpose We Have: 

1. Cash 

(Gold, Bank Notes and Specie) 
and with legal depositories re- 
turnable on demand. 

Z.. Checks ‘onsOthéer, Banks. 2.0). 
Payable in one day. 

3. U. S. Government Securities . 

4. Loans to Individuals and Cor- 
POTATION SY fests aise te a ellererisele. crete 

Payable when we ask for 
them, secured by collateral of 
greater value than the loans. 

The 

Baca ate) ste thie ate ial ee $32,015,625.80 

16,019,898.18 

70,968,159.96 

31,673,392.93 

Se Bomd sy awh cs calle we OUR ae 23,240,780.32 
Of railroads and other cor- 
porations, of first quality and 
easily salable. 

6.) Loansietkyesica statis oere tacks 37,795,070.99 
Payable in less than three 
months, on the average, large- 
ly secured by collateral. 

7. Bonds and Mortgages and 
Reale Bstatennaanadeneeee eee 2,762,830.68 

8. Twenty-seven Banking Houses 4,076,255.02 

The head office building stands 
on our books at $1,675,000 and 
the twenty-six branch build- 
ings at $2,401,255.02, all lo- 
cated in New York City. 

Total to. Meet Indebtedness........ $218,552,013.88 

9. This Leaves a Surplus of.... $18,664,670.41 

Which becomes the property 
of the Stockholders after the 
debts to the depositors are 
paid, and is a guarantee fund 
upon which we solicit new de- 
posits and retain those which 
have been lodged with us for 
many years. 

CONDENSED STATEMENT OF A 
NATIONAL BANK 

ASSETS 

Cash, Clearing House 
Exchanges and Due 
from l‘ederal Re- 
Server banker hiss $94,587,479.82 

Due from Banks.... 21,911,335.79 

Demand Loans ..... 73,099,316.79 

$189,598,132.40 

Bills Discounted ...........eeeee- 96,749,303.83 
Time@ADOansi were cients saisle tele wie Tavers ts siete 87,261,674.03 

United States and other Bonds to 
secure Circulation and United 
States Deposits inrera'ele ciena's clelatnierece 1,258,180.00 

24,785,829.80 

26,291,594.12 

United States Government Securities 

sYopara kyr gulal ron arel ep lsirt Gu liytey RA  -ey Gusee 

Due from United States Treasurer. 55,000.00 

Customers’ Liability account of Ac- 
CPtAN CES Wee aiste sac ce cele ste aces 8,930,446.54 

FOLAL Re diataies eke te Bane. eM alee en $434,930,160.72 

LIABILITIES 
Gaprtalastoclon s.r. ee $20,000,000.00 

Slt plus aves tata 15,000,000.00 

Undivided Profits 6,678,366.38 

$41,678,366.38 

1,508,590.88 

800,000.00 

1,080,700.00 

Reserved for Taxes, Interest, etc... 

Dividend Payable April 1, 1922.... 

Circulating Notes Outstanding..... 

Deposits: 
ING@ividtialsm. eee $255,297,392.96 
Banks ein kccrtce 111,724,848.67 
United States Gov- 

CLUMIENE.~ ke see 6,310,000.00 

——————._ 373,332,241.63 

United States Government Securi- 
ties and other Bonds Borrowed.. 

United States Treasury Notes-Re- 
Diurchases ACCOUNE Hae eee iarele Hane 

Acceptances Outstanding 

6,011,000.00 

1,000,000.00 

9,519,261.83 ota 's: m8) .0 6) 6) 5 

LOCAL Ars as Tie nate dots sis d's minds ale SAD FL Oe Ollwae. 
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DETAILED STATEMENT OF AN ILLINOIS TRUST COMPANY 

RESOURCES 

POMERAT CISCO UTICS Lek eos eet ek nk cis tine AES GE DRAIN Sate me ne 8 8 aera VMs oy s dele eee $32,590,934.40 

DemeTBREtE CMBCCOLEU oe wb bins ods uch's ca eS ne dae SHARAN s Wh ONO EG eth S EMA COR EEC eM a ste. 256.05 

U. S. Bonds: 
F 

U. S. bonds pledged to secure postal savings deposits (par value)...... $ 25,000.00 
U. S. bonds owned and unpledged :... ccs cccccsvecwtsacccesuscccncs 300.00 
Baer CTO tile Chee eyes A OTMUS acc tier ve t47 clare ofan, a oo wisbelWiclapeiere’winip ait = Mete-5. 5,01 629.13 

Siete Tie Ld patente BOT CLS NE cece ry G20 neve hs cas tode eos 21 o rane emtal aR WIS w etl s Wiere afereie alee ala rms ¥.0 25,929.13 

Bonds, Securities, etc: . 

Bonds other than U. S. bonds pledged to secure U. S. deposits........ $ 807,897.50 
Bonds other than U. S. bonds pledged to secure postal savings deposits 622,571.87 
Securities other than U. Setonda (not including stocks) owned unpledged  6,040,5 10.43 

PM ntaAlepOMUS) TSCCULICIOSS CLG. ac ee cle 0 rina tin'e alevoth sie aig ee Wee tales W's stein c.aeele/e'amn sie s 7,470 979.80 

Stocks, other than Federal Reserve Bank Stock. .......ccceee ccc ccc csc scsncenrveececes 499 712.69 

Stock of Federal Reserve Bank (50 per cent of subscription)...........cessecscccesees 165,000.00 
Mameron Datkine snouse (if tnenCUumbered) Fy svicjetdie visiere aleve c/o) 8'5, 6 e's dis die Wiaieie’y si eels e's ea\ vies 775,000.00 
Real estate owned other than banking house ...... see eee esse eee eter e eee teeeeeeeeees 28,141.75 

Net amount due from National Banks in New York, Chicago and St. 
REE no Bae toh 2S ae ir a yg RV A Wg ah $ 5,960,684.31 

Net amount due from National Banks in other reserve cities.......... 1,031,535.94 
—___—__————_._ 6,992,220.25 

NecPamOline ile Troi DANES atid (Dattersiiu vccus oles ure c cterhic. oicie eis sibel’ ea' ale nl Gialelsisle se « eles cele 1,346,645.57 
Exchanges for clearing house ...........: se sees eee ere e errr ees e cece e res seeneeeceeenes 1,895,376.70 
Other checks on banks in the same city or town as reporting bank........+....+eeeeee0e- 18,136.93 

Wutside Cheeks and otmer cash’ tems) ¢icy.c\.aeiclelelo's ater eisic ait este es) o's esis 's $ 918,938.98 
HraAchoualeCurrencye NiCkels; and e Gets: , to cieteucneiadd ce cue chettic: sistrel ore ets) putes 10,427.93 

————— 929,366.91 
POLES HOME IN ALIOMGNAESATIICS . elelalererale mire a) Mere ohne clots vc ate siete a ouetmataaaie co > alah cael eaaletahete potars lately 315,000.00 
EGET AlARESeiV Ee ATIOLES I wiiielcce iets oie dia oncber ars starsat nce ole State Sud cltel's a Nis @.0 6 es eis aww atweie sels o's Alea 7,000.00 
Lawful reserve in vault and with Federal Reserve Bank............... BOTS Ae es Np ARE FOR, LAS MEBY / 
We etr OTe Wey Sarl LEAS NeLa rie oad ciniele nae ae raiones eiviersic hictoere a cealw bs hots ea eee Se aru eie tan 36,000.00 
Customers’ liability under Letters of Credit actually issued ...........ccccecaccosceces 67,379.72 
Other assets, if any (due from Central Trust Company of Illinois as receiver or trustee).. 150,000.00 

ERIE Bee DAIS Sn i ite & pees 238 8 I ce ee aD ane Se ne REE a Ne aL a $60,567,001.27 

LIABILITIES 

Sr EPROM tt eee Siar cha are aie ch as k's wip oa) d da taste me OK. e a OE, om dpe, 8 adele arm nee ip oo $ 4,500,000.00 
uN ATE EN Ree Ne IEE diate’ Goh af nie 4. SR GIR 4.006 2/255 oe wast ts ie ads ane ia ako) by she akg wena 1,000,000.00 

ISTCLietl ees PDL OLA mere ete. cele) chalets eNO GT ovo cig cite ls arale alciata pp larteie ale Sieietomeaie $ 1,448,046.51 
Wess current expenses, Interest and tax€S Paid s,s asic clee.s vile s’siti vis vie ene Mie 614,666.92 

——_— 833,379.59 
eee Ce CCI LOT LOSES SACET UO is cd's < his id clas & oa: aedle ate 6 shbr'n en's, godt Wa pip te bre wewinloi a} wv ok me 56,461.33 
meiiitrrescuveculorralmnierestencer ted My rie .c ca s-4.cie'w & 6.0 essiarea,v/otor’ oats) helepeigteials Giles, ers piece toa 93,607.17 

PInOUTEDesenved MOreCOntin Pelt etitirdS is 6 na cicc ec aie cinteihe erate ons er sinvate wie cia chateies tlw ofa cera a 9,870.03 
Net amount due to National Banks in New York, Chicago and So. Louis $ 90,363.48 
Net amount due to National Banks in other reserve cities ........... 914,337.14 

—_——————-_ 1,004,700.62 
Net amount due to banks and bankers (other than included in 30).............ee00eeeee 10,810,979.81 
ee aR ae me ER SERENE ECR gnc REN rai tg OE les aw giles wx Wb. win 0s yb. dive ds tele cats, SUE ae PAE whe “els aye 572.50 

DEMAND DEPOSITS: 

ETL VAG are ce POSITS HST DIECUMLOS.CUECIS | Sie cil., 4,2 0'0r6 oid alateetole binisinis © custe dot eheltialcce eyes eiare ec 29,209,211.7 
Gertincdtes OLradenosit aie: 1 aless. tian: M0 da ysl vss wes sv, ove clare ae 6 te tiorele tesa ce else te 372,749.9 
RPS T ITO ICCC ME Tet. SI RetNERS eo saree u's 4c eaten alae © 0 ates 'w: oreie oi erate ote aisha aetna Meet edeaes Glovaicie ket mete 167,617.64 
SASHIR ES EN CUICSE OLIESEATECIINE Mata cic or cieites nately, ced w Davdieeeia be idles Mee ere A ata aete ais hele elals 152,419.36 
EEE LOSE COD OSLESul Meperes, Citic? ove, nue och viata. vi cisin Ss wie aed Oia si ae CRT eTe aisle sch lere 550,000.00 
Eerie IS VE OEE CLC POSIUS Maer Crest arelc| ava. statle Sine loi ie. Sud la ORE eee Cn Re eral eetete che 522,405.00 
Denise ire iitiiveniotice split less tian sS0,;days i .\cda. cocci ics car eeameesinie Uo 456,705.08 

‘Total demand deposits, Items 33, 34,35, 36, 37, 38 and*40:..2.... $21,431,108.77 

TIME DEPOSITS (payable after 30 days, or subject to 30 days’ or more notice): 

Ger HNeALeS MO GDOSI LMP tts c crate oye coxvaia duere ¢ bub. aa septane/aidlple eras ates Sele oem te Gene rast taeee G 943,760.98 
Other time deposits ........ Berks nit Soon ehh. eaves cpa he ¥ debe e etueN uth a aeuume mMtemIEe Mandl Ok Geen 9,815,180.75 

Tormiuct time. ceposita, tema 41° and °43..... 3 Voce. dee eel daa een $10,758,941.73 
SPenlLOiere @mierLetscOtr CLedit tTawn avalnste -.\\'s 2% ss via aveke pee ee oe ae i Pt ele 67,379.72 

See MRR tots en Rte OW Sic). 9'o'Gts = WS onde wreca Miaadars Made Rte 5 dak ens awa ze $60,567,001.27 

A ‘SIMPLE STATEMENT OF A MODERATE- assets as to be able to pay the claims of de-- 
SIZED BANK WHICH IS A MEMBER positors when due. Banks must therefore 

OF THE FEDERAL RESERVE keep in their own vaults a sufficient amount 
SYSTEM, EXPLAINED * of actual money to meet immediate demands. 

RESOURCES Such money is termed “Cash on Hand.” 
Banks are also required by law to keep on 

What the bank owns deposit in other banks, subject to check, an 
Cash on Hand and Due From Banks. .$432,462.69 amount of money equal to a_ certain  per- 

Every bank must first consider its indebt- centage of their deposits. Such ,feposits in 
edness to its depositors and so arrange its banks are termed “legal reserves.” National 

- banks and other members of the Federal Re- 
* Published by permission of the Committee on serve System keep such deposits in the Federal 

Public Education, American Bankers’ Association. Reserve banks of their respective districts. 

. 
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Banks that are not members of the Federal 
Reserve System are required to keep their re- 
serves partly in their own vaults and partly 
in banks officially designated as legal deposi- 
tories. Such reserve deposits appear on the 
bank statement as “‘Due from Banks,’’ and 
may exceed the amount required for reserve 
purposes, but should never be less than re- 
serve requirements. ‘“‘Due from Banks’’ also 
includes items sent to banks in other cities 
for collection and remittance. 

Woanseand: WiscOUGtS meme 2s slsnavere siete re $1,562,339.29 
The principal source of income of any bank 

is interest on its loans and discounts. “‘Loans” 
may be payable either on demand or on time 
and are usually secured by the pledge of col- 
lateral consisting of stocks, bonds, warehouse 
receipts, bills of lading, or other tangible prop- 
erty. The word ‘‘discounts’’ is usually applied 
to promissory notes, endorsed or unendorsed, 
where the amount of interest is deducted in 
advance. Loans and discounts of the type de- 
scribed may be readily converted into cash; 
under the Federal Reserve Act they are eligi- 
ble for rediscount. 

U. S. Bonds to Secure Circulation..... $25,000.00 
This item appears only in the statements of 

National banks and Federal Reserve banks. 
It represents bonds owned by the bank de- 
posited with the Treasurer of the United 
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and the laws of the different States of the 
Union further provide that bank stockholders 
shall be liable for their bank’s debts not only 
in the amount already invested, but to an addi- 
tional amount equal to the par value of the 
stock held. In other words, in the condensed 
statement under consideration, if the resources 
of the bank, in case of liquidation, should not 
be sufficient to pay the liabilities, each holder 
would have to contribute an amount equal to 
the par value of his stock. 

Surplus: Hind) vo citehevioeis eae ecehonere tte ares $100,000.00 
The ‘Surplus Fund” of a bank is not tech- 

nically a part of its capital, but practically 
there is not much difference between capital 
and surplus. Surplus, however, has a differ- 
ent legal status from capital. The National 
Bank Act provides that the directors of any 
association ‘‘may semi-annually declare a divi- 
dend of so much of the net profits of the 
association as they shall judge expedient; but 
each association shall, before the declaration 
of a dividend, carry one-tenth part of its net 
profits of the preceding half year to its sur- 
plus fund until the same shall amount to 
twenty per cent of its capital stock.’’ Many 
banks do not wait for the slow process of 
accumulating surplus, but when they start 
business the stockholders contribute a paid-up 
surplus. 

States as security for bank notes issued. Undividedmerontswen: 5 een $48,015.91 
Redemption: tin deters cite cote tneereaeeneh $1,250.00 “Undivided profits’? represent earnings of 

National banks are required to keep on de- 
posit with the Treasurer of the United States 
an amount equal to 5% of the bank’s out- 
standing circulation. This fund, together with 
the preceding item, United States Bonds to 
Secure Circulation, are held by the Treasurer 
of the United States to protect the Govern- 
ment in its guaranty of the bank’s notes out- 
standing. 

Bonds and Other Securities .......... $660,575.08 
The term ‘‘Bonds’’ in a bank statement re- 

fers particularly to the bonds of the United 
States Government, States and cities, and rail- 
road and industrial corporations. Among such 
investments are bonds listed on stock ex- 
changes, that are readily marketable. Any 
bank can obtain ready money by selling some 
of its bonds and thus meet any unexpected 
demands on the part of depositors. In view 
of the marketability of such bonds they are 
often termed the bank’s ‘‘secondary reserve.” 
The term “Other Securities’? is applied to 
mortgages, long time notes, judgments, stocks 
that have been taken in payment of debts, 
and other items that cannot be classified under 
the head of ‘‘Loans and Discounts.’’ 

panikcingeOuse, Scicas eee sere se eee eeinre $35,000.00 
The particular kind of building that any 

bank should have depends upon circumstances. 
In the condensed statement under considera- 
tion “‘Furniture and Fixtures” are included 
as appurtenances of the bank building. Many 
banks, however, make a separate item of furni- 
ture and fixtures. In any case, however, bank 
premises should be included in resources at a 
low valuation, as they might not be salable. 

Stock in Federal Reserve Bank......... $9,000.00 
The Federal Reserve Law provides that 

member banks may be called upon to invest 
an amount equal to six per cent of their 
own capital and surplus in the capital stock 
of the Federal Reserve Bank of their District. 
Only half of the investment thus provided, 
however, has thus far been required from 
member banks. 

Total, Resources rw sin oe Ee sects . -$2,725,627.06 

LIABILITIES 

What the bank owes 

CapitalieStochi cere een el eee $200,000.00 
“Capital’’ is classified as a liability since it 

constitutes a sum to be paid back to the stock- 
holders; in whole and with a profit if the 
bank is successful; in part, perhaps, if the 
bank is unsuccessful. The National Bank Act 

capital stock and surplus that have not as yet 
been credited to the surplus fund. 

Demand and Time Deposits ........ $2,200,654.80 
Deposits constitute the food on which banks 

live and thrive, and are primary obligations. 
They are classified as “demand deposits’? and 
“time deposits.’? Demand deposits consist of 
(1) money and currency, (2) checks on the 
same bank, (3) checks on other banks in the 
same town, (4) checks on out-of-town banks 
credited as cash, (5) proceeds realized from 
discounts, (6) returns from checks and other 
instruments accepted for collection. Money 
and representatives of money deposited in a 
bank thereby become the absolute property of 
the bank. Depositors have simply the right, 
to withdraw an equal amount of money. Time 
deposits include such certificates of deposit as 
are not payable on demand but are payable 
at a fixed date more than thirty days in the 
future, and also savings accounts and others 
on which thirty days or more advance notice 
of withdrawal may be demanded by the bank. 

Rediscounts and Money Borrowed..... $150,000.00 
In times of business activity banks often 

borrow from other banks to accommodate their 
own borrowers. This may be done (1) by re- 
discounting the promissory notes of customers 
with the Federal Reserve Bank or some other 
bank, or (2) by the issuance of the bank’s own 
obligations usually secured by a deposit of col- 
lateral. When a bank thus obtains money or 
credit from some other bank it becomes a bor- 
rower similar to its own borrowers. The 
method of rediscount provided by the Federal 
Reserve System has done much to enlarge 
credit and thus extend business on a basis safe 
and sound. 

Reserves for Taxes, Dividends, and 
ITUECL ESE | tute a a scree ee ae ie eae tene $1,956.35 

It is the custom among banks to anticipate 
the payment of taxes, dividends and interest by 
setting aside amounts sufficient to meet such 
obligations. In this manner indebtedness ac- 
cruing but not yet due is properly shown as a 
deduction from the total amount of resources. 

Cirealationvge- his ete ole eae $25,000.00 
This item applies only to National banks and 

Federal Reserve banks that issue Federal Re- 
serve bank notes, and covers the circulation 
outstanding, any part of which must be re- 
deemed upon presentation at the individual 
banks of issue or through the Treasurer of the 
United States. 

‘TotalelMiabtiitresseatyc.'. eich ere eeene $2,725,627.06 
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The term is also applied to the weekly re- 
port of the condition of the New York 
Clearing House banks, otherwise known as 
Individual Bank Return and as Bank Return. 
(See Clearing House Statement, General 
Ledger.) 

Bank Stock 

The shares of bank and trust companies. 
Bank stock is of one class, 7. ¢., common. It 
is regarded as having investment qualities 
superior to common stocks of other corpora- 

tions, and commands a price approximately 
equivalent to book value, due to the fact that 
the assets of a bank are practically all liquid, 
and have a liquidating value practically 
equivalent to book value. Since most banks 
carry a large surplus and undivided profits, 
their shares are quoted at high prices. The 
yield is considerably lower than for other 
stocks. 

Bargain Counter 
A stock market expression to apply to 

securities offered for sale at prices below 

their Intrinsic Value (q.v.), especially dur- 
ing a panic, severe decline, or following a 

period of prolonged liquidation. 

Bargain Hunter 
A stock market expression to apply to a 

speculator or investor who waits till securi- 

ties are on the Bargain Counter (q.v). 
before purchasing; one who defers the pur- 

chase of securities until he believes prices 
are at their extreme low range. 

Bar Gold 

See Gold Bars. 

Barometers 

See Business 

Barometers. 

Barometers, Investment 

Barometer Stocks 

Standard, active stocks which lead the 

movement in other stocks, and indicate the 

general trend of the market; stocks the 

movements of which are followed sympa- 
thetically by other stocks. United States Steel 
common is regarded as a barometer for in- 

dustrial stocks, and Union Pacific common 
for railroad stocks. (See Business Barom- 

eters, Speculative Cycle, Steel the Barometer 
of Trade, Swings.) 

Barratry 

Damage, embezzlement or fraud commit- 
ted by a vessel’s master or crew against the 

vessel or its cargo, resulting in loss to the 
owners. It is one of the long list of risks 
for which an ocean carrier is not liable as 
indicated in an ocean bill of lading. This 
risk must, therefore, be covered in the 
Marine Insurance Certificate (q.v.). 

Barren Money 
Money which does not earn interest or 

other income. 

Bar Silver 

See Silver. 

Barter | 
The direct exchange of commodities with- 

out the use of money, and without reference 
to price, ¢e. g., the exchange of four cows for 
one horse. Barter is a primitive and incon- 
venient means of trading. In indirect barter 
very often a standard commodity, e. g., 
grain, cattle, tobacco, jewels, was used as a 
medium of exchange, or third commodity, 
to serve as a middle term between other 
commodities. 

Base Coins 

Coins made of metals less valuable than 

gold or silver, e. g., nickel and copper. The 
term is used in England to denote counter- 

feit coins. (See Minor Coins.) 

Basis 

The annual rate of return on the money 

invested in a stock, or the rate of yield on a 

bond, if held to maturity; the effective in- 
terest rate on a _ security. (See Return, 
Yield.) 

Basis Grade 

A term used with reference to cotton fu- 
ture contracts. Middling cotton is the basis 
grade, and may be delivered at the exact 

contract price. If other grades are delivered, 

the buyer must pay more or less, determined 
by the “differential” in price between the 
basis grade and the grade delivered. (See 

Cotton Futures, New York Cotton Ex- 
change. ) 

Basis Value 

The value of a security considered as an 

investment, and, in the case of* bonds as 

bearing a series of interest incomes, if 
held to maturity. Bonds are usually bought 
on a certain “basis,” or “to yield per 
cent.” Other things being equal bond values, 
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are compared by the effective interest rate, 
i. e., basis value, or yield. (See Investment 

Value, Yield.) 

Batch System 
See Block System. 

Bear 

A term used among operators in various 
markets, and applied to a person who be- 
lieves that security or commodity prices will 
decline, and who accordingly sells on that as- 
sumption, as distinguished from a Bull 
(q.v.). Bears are “those who sell stocks in 
the expectation that they can buy them later 
at lower prices . . . a bear who has sold is 
‘short’ of the market.”’* Bears are short 
sellers, 7. e., sell what they do not possess, in 
anticipation of a decline in price at which 
they can buy back, 7. e., cover, at a profit. 

Bears are market pessimists who take the 
view that business conditions are growing 
worse. One may be a bear on a particular 
security without being bearish on the entire 
market. The public usually takes the bull 
side of the market, while the bear side is 
largely confined to professional operators. 
(See Short Sale.) 

Bear Account 
Same as Short Account (q.v.). 

Bear Campaign 

See Campaign. 

Bear Clique 
See Clique. 

Bearer 

“The person in possession of a bill or note 
which is payable to bearer.” (Negotiable 
Instruments Law.) Holder; the person in 
possession of money, or a check, bill, note, 
or other instrument. Title to valuable papers 
can be transferred by delivery or by indorse- 
ment; in case of the former they are called 
bearer instruments, e. g., money, coupon 

bonds, coupons, bearer checks, bearer bonds, 
etc.; in case of the latter they are negoti- 
able only by indorsement or registration, 
or both, e. g., checks, notes, bills of ex- 
change, stock certificates, registered bonds, 
bills of lading, etc. 

Bearer Bonds 

See Bearer. 

*S. S. Pratt: Work of Wall Street; p. 72. 

Bearer Instruments 
See Bearer, Pay to Bearer. 

Bear Market 

An expression used to describe the stock 
market when the influence of the bears is 
predominant, and the trend of prices is 
downward. It is more particularly applied 
to a market in which the downward tendency 
has been prolonged or is expected to be pro- 
longed, with minor upward interruptions, 
over an extended period, say, a year or more. 
(See Bear.) 

Bear Pool 

A pool organized to depress the price ofa 
security or group of securities. (See Pool.) 

Bear Raid 

A stock market expression to denote vig- 
orous short selling by the bears, taking tac- 
tical advantage of the technical position of 
an overbought market to force prices down, 
and thus compel those who are long of 
stocks to sell at a loss, while they, the bears, 

cover at a profit. 

Below Par 

A price quoted below the face of a secu- 
Lityi Gees bare) 

Beneficiary 
One in whose favor a trust operates, or 

in whose behalf a life insurance policy, or 
other document conferring value, is drawn. 
The beneficiary under a letter of credit is 
the party in whose favor it is issued, and 
who is entitled under its terms to draw a 
bill of exchange for acceptance by the issu- 
ing bank, and for discount by the notifying 
bank, 

Bequest 
A gift or legacy of personal property left 

by a decedent in his will; a testamentary 
gift of personalty, as distinguished from a 
testamentary gift of realty, which is called a 
Devise (q.v.). 

Bid and Asked Quotations 
Prices at which securities are wanted and 

at which they are offered for sale. Bid and 
asked quotations are printed on the stock 
exchange ticker at the close of the market 
after all actual sales have been reported. 
These quotations are published in the finan- 
cial newspapers and larger daily newspapers 



ENCYCLOPEDIA OF BANKING 

as an index of the probable price at which 
listed stocks and bonds may be purchased or 
sold. They are furnished by stock exchange 
members who are Specialists (q.v.) and 
while nominal, are the closest approxima- 
tions to actual current sales available. They 
are especially helpful in appraising the mar- 
ket value of inactive stocks. (See Quota- 
tions. ) 

Bid Price 

The price offered for a security or com- 
modity by a prospective buyer; the price at 
which a security or commodity is wanted, 
and at which it can be sold. 

Bids and Offers 

Stock exchange rules define the various 

kinds of bids and offers which may be made. 

On the New York Stock Exchange all bids 
and offers are for 100 shares of stock, or 

for $1,000 par value of bonds, unless other- 

wise stated. With reference to payment and 
delivery bids and offers may be made in 

four ways, described under Methods of 

Trading (q. v.). Bids and offers for larger 

lots than 100 shares for stocks, or $1,000 for 
bonds, at a certain price, are good for any 

part thereof in full lots or multiples thereof, 

until the order is filled. The first bid or 

offer, when there are several at the same 

price, and when it can be distinguished, takes 

precedence over the others. Bids and offers 
may not be made in variations of less than 
one-eighth point. 

Big Board 
See Board. 

Bill 

This term has three meanings: 
(1) Bill of Exchange (q.v.). 
(2) A statement of account or of money 

due. 
(3) Same as Note (q.v.). 

Bill Book 
Another name for Liability Ledger (q. v.). 

Bill Broker 

A term used in England to designate a 

person who negotiates and discounts com- 
mercial paper, or who buys and sells it in 
the open market for a profit. The English 
bill broker corresponds to the American note 
broker. (See Note Brokers.) 
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Bill for Payment 
A draft or bill of exchange drawn and 

presented for payment, as distinguished from 
a bill for acceptance. 

Bill of Credit 
This term has two meanings: 
(1) A written advice requesting the party 

to whom it is addressed to extend credit to 
the bearer on the voucher or security of the 

signer. 
(2) “Paper issued by the sovereign au- 

thority and intending to circulate as money” 
(John Marshall). The United States Con- 
stitution empowers Congress to borrow 
money and to emit “bills of credit”. The 
use of this term to denote Government paper 
money is practically obsolete. 

Bill of Exchange 
“An unconditional order in writing ad- 

dressed by one person to another, signed by 
the person giving it, requiring the person to 
whom it is addressed to pay on demand or 
at a fixed or determinable future time a sum 
certain in money to order or to bearer.” 
(Negotiable Instruments Law.) “An uncon- 

ditional order in writing, addressed by one 
person to another, signed by the person giv- 
ing it, requiring the person to whom it is ad- 
dressed to pay in the United States, at a 
fixed or determinable future time, a sum 
certain in dollars to the order of a specified 
person.” (Federal Reserve Board Regula- 
tions, Series of 1920, A.) 

The terms bill of exchange and draft are 

used interchangeably, but the former is 
usually applied to an order to pay money 
arising out of a foreign transaction, while 
the latter term is more often reserved for 
domestic transactions. Technically, too, a 
bill of exchange is always a negotiable in- 
strument, while a draft may be. non-nego- 
tiable. (See Draft, Foreign Bills of Ex- 
change, Negotiable Instruments Law, Art. 
10-16.) 

Bill of Lading 
A receipt issued by a carrier (land or 

water transportation company, express com- 

pany, or forwarding agent), as bailee, certi- 
fying that it has received the therein de- 
scribed goods from the within-named con- 
signor for transportation to a _ certain 
destination, to a specified consignee or to 
the order of any person. Bills of lading are 
an important form of collateral available as 
security for loans from commercial banks 
and foreign banking corporations, and when 
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they arise out of interstate commerce or 

commerce between any state and a foreign 

country are subject to the Federal Bill of 

Lading Act, passed August 29, 1916, and 

effective since January 1, 1917. 

A bill of lading performs three functions 

and has as many legal characteristics: it is 

a receipt for designated goods; a contract to 

transport from the point of origin to the 

destination, the intermediate ways (especially 

jn ocean bills of lading) usually being speci- 

fied; and a document (or muniment) of title. 

As a receipt a bill of lading should de- 

scribe the goods so that they can be readily 

identified. It should be free from any dis- 

claimer concerning the unsatisfactory condi- 

tion of the wrapping of boxes or other con- 

tainers, and from clauses limiting the car- 

rier’s responsibility, e. g., “said to contain,” 

“shipper’s load and count,” etc. In other 

words, the bill of lading should be clean. 
As a contract to transport a bill of lading 

should be signed by a responsible, regularly 

established carrier, or agent, and the points 

of origin and destination should be set forth. 

As a document of title the various rights 

under a bill of lading depend upon its class. 

The Federal Bill of Lading Act distinguishes 

sharply between a “straight” and “order” bill 
of lading. The first states that the goods 

are consigned or destined to a specified con- 
signee, and is intended primarily for domes- 
tic shipments; while the latter consigns the 
goods to the order of any person, and is 
intended for both domestic and foreign ship- 
ments. A straight bill of lading must be 
marked ‘non-negotiable,’ and duplicates 
must be so characterized. Title to the goods 
rests with the consignee, and while he may 
transfer his title by indorsement and de- 

livery, he can transfer no better title than 
he himself holds, and a bank which lends on 
a straight bill of lading to a wrongful per- 

son, has no protection. An order bill of 
lading, however, may be negotiated, and 

when properly indorsed, any holder in good 
faith has title to the goods without question 

as to how possession has been acquired, and 
is, therefore, good bank collateral. 
~ The elements of a bill of lading which 

should be scrutinized before accepting it as 
collateral are: (1) date, which should be 
sufficiently recent to indicate that the ship- 
ment has not already been delivered, 1. e., 
the bill should not be stale. A back date 

arouses the suspicion of possible fraud; 
(2) name of issuing carrier, which should 

tbe a responsible railroad, or steamship, ex- 
press or forwarding company; (3) points of 
origin and destination; (4) names of con- 

signor and consignee (in an order bill of 
lading the names of these parties may be 
the same, and in this case the consignor must 
make an indorsement in blank or special in- 
dorsement, in order to convey title to the 
holder); (5) description of merchandise, 
which should be clear, and conform in the 

case of ocean bills of lading to the relative 

documents, e. g., seller’s invoice, certificate 

of origin, consular invoice, certificate of 
weight and inspection, etc.; (6) issuance in 
sets, which, if designated, should be com- 
plete, whether two, three or four, as the 

case may be; (7) carrier’s liability, which 
should be defined so as to clearly set forth 
the limitations on such liability. 

The following is the text of a specimen 
ocean bill of lading: 

RECEIVED, in apparent good order and condi- 
thOnis. fTOrl Vos ees ae orcas chess ar eisleveryoiia cvaiers ees to be 
trafisported ipys the teamslip aiaciee aia a ere sine eietene 
now lying at the port of NEW YORK and _ bound 
FOr; PortvOl a eos with liberty, in addition to 
any liberty expressed or implied in this Bill of 
Lading, to proceed to, and use, any port or ports, 
in any rotation for any purposes whatsoever 
whether in or out of, or beyond, the customary or 
advertised route, and all such ports shall be deemed 
to be included in the intended voyage—and to 
carry goods of all kinds, dangerous or otherwise, 
and to carry Live Stock and/or cargo on deck, or 
failing shipment by said steamship in and upon 
following steamships: SAID TO WEIGH 
Ce 
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being marked and numbered as per margin, ship- 
per’s weight (quality, quantity, gauge, weight, con- 
tents and value unknown), and to be delivered in 
like good order and condition at the Port of 
Sar saurncie UNtOMOTrderh Olsens tice Nt eee tee 
or to his or their assigns, he or they paying freight, 
primage, and charges, as per margin, immediately 
on discharge of the goods, without any allowance 
of credit or discount. 

Leth eatsSs MULUALLY AGREED Mthatamne 
steamer shall have liberty to sail with or without 
pilots; to tow and assist vessels in distress; to de- 
viate for the purpose of saving life or property; 
that the carrier shall have liberty to convey goods 
in craft and/or lighters to and from the steamer 
at the risk of the owners of the goods; and, in case 
the steamer shall put into a port of refuge, or be 
prevented from any cause from proceeding in the 
ordinary course of her voyage, to tranship the 
goods to their destination by any other steamer; 
that the steamer and carrier shall not be liable for 
loss or damage occasioned by perils of the sea or 
other waters, by fire from any cause or whereso- 
ever occurring, by barratry of the master or crew; 
by enemies, pirates, or robbers; by arrest or re- 
straint of princes, rulers, or people, riots, strikes, 
or stoppage of labor; by explosion, bursting of 
boilers, breakage of shafts, or any latent defect 
in hull, machinery or appurtenances, or unsea- 
worthiness of the steamer, whether existing at time 
of shipment or at the beginning of the voyage, pro- 
vided the owners have exercised due diligence to 
make the steamer seaworthy; by heating, frost, de- 
cay, putrefaction, rust, sweat, change of character, 
drainage, leakage, by stowage or contact with or 
smell, evaporation, leakage, escape of contents, or 
taint, of other goods, the vessel being privileged to 
carry any other articles, although hazardous or 
contraband, by breakage, vermin, or by explosion 
of any of the goods, whether shipped with or with- 
out disclosure of their nature, or any loss or dam- 
age arising from the nature of the goods or the 
insufficiency of packages; nor for inland damage; 



ENCYCLOPEDIA OF BANKING AND FINANCE 55 

nor for the obliteration, errors, insufficiency, or 
absence of marks, numbers, address, or description; 
nor for risk of craft, hulk, or transshipment; nor 
for any loss or damage caused by prolongation of 
the voyage; and that the carrier shall not be con- 
cluded as to correctness of statements herein of 
quality, quantity, gauge, contents, weight and value. 
General average shall be adjusted according to 
York-Antwerp Rules of 1890, and as to matters 
not therein provided for, according to usages at 
port of adjustment, and shall be adjusted at the 
port of New York or last port of discharge, at car- 
rier’s option. If the ship-owner shall have exer- 
cised due diligence to make the vessel in all re- 
spects seaworthy and to have her properly manned, 
equipped and supplied, it is hereby agreed that in 
case of danger, damage or disaster resulting from 
accident or from default or error in navigation or 
in the management of the vessel or from any latent 
or other defect in the vessel, her machinery and 
appurtenances, or from unseaworthiness, although 
existing at time of shipment, or at beginning of 
the voyage (provided the defect or unseaworthiness 
was not discoverable by the exercise of due _dili- 
gence) the shippers, consignees or owners of the 
cargo shall nevertheless pay salvage and any special 
charges incurred in respect of the cargo and shall 
contribute with the shipowners in general average 
to the payment of any sacrifices, losses or expenses 
of a general average nature that may be made or 
incurred for the common benefit or to relieve the 
the adventure from any common peril. In case of 
salvage services rendered to aforesaid merchandise 
or treasure during the voyage by a vessel of the 
same line, such salvage services shall be paid for 
as fully as if such salving vessel or vessels be- 
longed to strangers. Passengers’ effects, if any, 
not to contribute in General Average, but claims 
for passengers’ effects sacrificed to be allowed in 
General Average, less their proper contribution in 
such case. 

2. The shipment is subject to all the terms and 
provisions of the Act of Congress of the United 
States, approved February 13, 1893, entitled ‘“‘An 
Act relating to the Navigation of Vessels,” etc., 
and of Sections 4,282 to 4,287, each inclusive, of 
the United States Revised Statutes. The Carrier 
shall not be liable for gold or other precious metals, 
precious stones, bills, notes, or securities, docu- 
ments, pictures, glass, china, silk, furs, laces or 
any of the articles enumerated in Section 4,281 of 
the United States Revised Statutes, except in ac- 
cordance with such Statute, and after written notice 
of the character and value thereof at the time of 
loading and entry thereof. 

3. It is also mutually agreed that unless a 
higher value be stated herein and declared herein 
to be the basis of adjustment of freight, the value 
of any package shipped hereunder does not exceed 
$150 per package, nor $15 per cubic foot, nor $30 
per hundred weight, and the freight thereon has 
been adjusted on the basis of such valuation. In 
computing any liability of the carrier in respect of 
the goods, no value shall be placed thereon higher 
than the invoice cost, not exceeding $150 per 
package, nor $15 per cubic foot, nor $30 per hun- 
dred weight (or such other value as may be stated 
herein as the basis of freight) nor the proportion- 
ate part of such cost and value, in case of any 
partial loss or damage. 

4. ALSO, that shippers shall be liable for any 
loss or damage to steamer, cargo, lighter, or wharf 
caused by inflammable, explosive, or dangerous 
goods shipped without full disclosure of their na- 
ture, whether such shipper be principal or agent; 
and such goods may be thrown overboard or de- 
stroyed at any time without compensation. Extra 
charges, if any, for discharging, lighterage, or 
other expenses on hazardous goods, declared or 
considered as such by civil or military authorities, 
must be borne by shippers and/or consignees. 

5. ALSO, that the steamer and carrier shall 
have a lien on and the right to sell the goods for 
all freights, primages and charges, and also for all 
fines or damages which the steamer or cargo may 
incur or suffer by reason of the illegal, incorrect 
or insufficient marking, numbering or addressing of 
packages, or description of their contents. Freights, 

primages and charges, and any other moneys due 
hereunder, if not paid within seven days from the 
final discharge of the Ship, shall bear interest at 
the rate of 5 per cent per annum until paid, and 
the lien and right of sale above mentioned shall be 
extended to secure payment of interest. Bills of 
lading must be made out in accordance with the 
prescriptions and regulations of Port, Customs, or 
Consular authorities. Consular, Board of Health, 
or other certificates required to accompany the 
goods are to be procured by shippers, and any de- 
tention, charges or penalties accruing to steamer 
or cargo, owing to the want of such certificates, 
are to be borne by the shippers and/or consignees. 
Steamer will not be responsible for delay in the 
delivery of goods not plainly marked with the port 
of destination. 

6. ALSO, in case the entry of the port of dis- 
charge or communication therewith, rendering or 
being liable to render the vessel liable to quarantine 
at any subsequent port, or in case of the master 

considering the entry of any port, either from 
epidemic or otherwise, unsafe or injurious to the 
further prosecution of the steamer’s intended voy- 
age, the guods may be landed or put into lazaretto, 
hulk, or lighter, at any other available port the 
master may consider safe, at shipper’s risk and ex- 
pense, and thereupon the liability of the steamer or 
carrier hereunder shall absolutely cease. In the 
event of quarantine, the goods may be discharged 
on arrival into quarantine, depot, hulk, lighter, or 
other vessel necessary for the ship’s dispatch, at 
the consignee’s risk and expense, or the master may 
carry on the goods to the nearest convenient port 
and there land them. Advices mailed to consignees, 
if named, or otherwise to shippers, shall be deemed, 
under this agreement, a due delivery of said goods, 
and such goods shall be liable and a lien held 
thereon for all quarantine expenses incurred in 
consequence. 

7. ALSO, that if on account of weather, strikes, 
lockout, earthquake, epidemic, interdict, prohibition 
of importation, riot, war, or other disturbance, or 
any cause beyond the control of the said steamer 
or steamers, it shall be impossible or unsafe, in 
the opinion of the master, to unload said goods, as 
a whole or part, at the port of discharge or de- 
livery, the same shall be carried to the next con- 
venient port of discharge for transshipment to des- 
tination, or retained on board for delivery upon re- 
turn at the master’s option, but at the risk and ex- 
pense of the owner of said goods. If landed at 
the next convenient port, advices mailed to con- 
signees, if named, or otherwise to shippers, shall be 
deemed, under this agreement, a due delivery of 
said goods; and such goods shall be liable and a 
lien held thereon for all extra expenses incurred 
in consequence. 

8. ALSO, that the steamer may commence dis- 
charging immediately on arrival, and discharge con- 
tinuously, any custom of the port to the contrary 
notwithstanding, the collector of the port being 
hereby authorized to grant a general order for dis- 
charge immediately on arrival; and if the goods 
be not taken from the steamer by the consignee 
directly they come to hand in discharging the 
steamer, the master or steamer’s agent to be at 
liberty to enter and land the goods, or put them 
into a craft or store at the owner’s risk and ex- 
pense, when the goods shall be deemed delivered 
and steamer’s responsibility ended, but the steamer 
and carrier to have a lien on such goods until the 
payment of all costs and charges so incurred. 

9. ALSO, all tonnage and shed dues (if any) 
payable by consignee and carrier have lien on goods 
until payment is made. 

10. ALSO, that if on a sale of the goods at 
destination for freight, primage and charges, or 
other moneys due and interest, the proceeds are in- 
sufficient, the carrier shall be entitled to recover 
the difference from the shipper. 

11. ALSO, that the full freight is payable on 
damaged or unsound goods; but no freight is due 
on any increase in bulk or weight caused by the 
absorption of water during the voyage. 

12. ALSO, that the steamer has the privilege of 
reweighing or remeasuring any goods where rea- 
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sonable doubt exists as to .the correctness of 
weights or measures, and any excess must be paid 
for at the rate of freight. The expenses of reweigh- 

ing or remeasuring shall be paid by the party in 
error. Goods wrongly described as to the real na- 
ture of their contents are liable for such additional 
freight as may be due. 

13. ALSO, if any bag or baled goods are landed 

slack or torn, the consignee shall accept such por- 
tion of the sweepings as shall be allotted by the 

steamer’s agent, and the same shall be deemed a 

full settlement of any claim for losses in weight. 

14. ALSO, that for metal in slabs, bars, ingots, 
rods, hoops, plates, etc., or any other article not 
properly packed but shipped loose or in bundles, 
steamer and carrier is not responsible for loss 
through breakage nor for their respective marks 
and/or weight and/or measurement, nor for loss 
of broken pieces. 

15. ALSO, that in the event of claims for short 
delivery when the steamer reaches her destination, 
the price shall be the market price at the port of 
destination on the day of the steamer’s entry at 
the Custom House, less all charges saved, subject 
to clause No. 3 hereon. All claims for short de- 
livery, loss, damage, or of whatever nature, must be 
made in writing to the steamer’s agent at the port 
of destination of the goods within thirty days after 
the steamer or lighter finished discharging, and in 
case of damage ALWAYS BEFORE the goods are 
taken delivery of by the consignee; and in case 
such claims shall not be presented in writing within 
the time and the place hereinbefore designated, 
such loss or damage shall be deemed to be waived 
and the steamer discharged therefrom. 

16. ALSO, that merchandise on wharf or lighter 
awaiting shipment or delivery be at shipper’s risk 
of loss or damage not happening through the fault 
or negligence of the owner, master, agent, or man- 
ager of the steamer or lighter, any local customs or 
privileges to the contrary notwithstanding. 

17. ALSO, that this Bill of Lading, duly en- 
dorsed, be given up to the steamer’s agent in ex- 
change for a delivery order. 

18. ALSO, freight intended to be prepaid is 
fully and irrevocably earned upon receipt of the 
goods for shipment, and shall not be refunded in 
whole or part if prepaid, and shall be payable with- 
out deduction if unpaid, in any circumstances what- 
soever, and whether or not the goods have been 
loaded or the voyage begun, and shall constitute a 
lien on the goods, and on any part or proceeds, for 
the whole thereof. 

19. ALSO, that the freight prepaid will not be 
returned, goods lost or not lost. 

20. ALSO, that parcels for different consignees 
collected or made up in single packages addressed 
to one consignee pay full freight on each parcel. 

21. ALSO, that packages, exceeding one ton in 
weight or measurement shall be liable to pay extra 
charges, if any, for loading, handling, transshipping 
or discharging. Also, that the steamer or any of 
the servants of the company shall not be liable for 
any damage or loss occurring from any accident in 
loading, handling, discharging or transshipping of 
packages exceeding one ton in weight. And in case 
of any damage or loss resulting to the steamer, 
cargo, lighters, cranes or hoisting tackle, owing to 
incorrect weight having been declared, the shippers 
and/or consignees of such cargo shall be respon- 
sible for such loss or damage. 

22. ALSO, that the carrier shall not be liable 
a splits, shakes, stains or breakage to Lumber or 

ogs. 

23. ALSO, that where grain is stowed together 
with other grain without separation, either from 
the same or another shipper, each Bill of Lading 
shall bear its proportion of loss and/or damage, 
if any. 

24. ALSO, in no case shall the total liability of 
the carrier to all claimants in respect of damages 
arising from any one casualty exceed the value of 
the owner’s interest in the steamer, and/or her 
wreck and pending freight. 

25. ALSO, that the carriers shall have a lien on 
the goods for the cost of any necessary mending, 
baling, cooperage or repairs, and for all fines or 
damages which the ship or Cargo may incur or 
suffer by reason of the incorrect or insufficient 
marking of packages or description of their con- 
tents. All dues on Cargo and dues imposed on 
steamer by reason of having this Cargo on board, 
to be paid by the Cargo. 

26. ALSO, that Shipowners are at liberty at any 
time and place before or after sailing or after ar- 
rival at port of discharge to put the vessel in dry- 
dock for any purposes whatsoever, with the whole 
or part of the cargo shipped hereunder on board, 
and such docking shall not be deemed a deviation. 

27. ALSO, that nothing herein contained shall 
deprive the carriers of the right to claim the bene- 
fit of any British or American statutory exemption 
from or limitation of liability. 

LONDON CLAUSE (A).—The steamer-owners 
shall, at their option, be entitled to land the goods 
within mentioned on the quays, or to discharge 
them into craft hired by them, immediately on ar- 
rival, and at consignee’s risk and expense, the 
steamer-owners being entitled to collect the same 
charges on goods entered for landing at the docks 
as goods entered for delivery to lighters. Con- 
signees desirous of conveying their goods else- 
where shall, on making application to the steamer’s 
agents or to the dock company within 72 hours 
after steamer shall have been reported, be entitled 
to delivery into consignee’s lighters at the follow- 
ing rates, to be paid with the freight to the 
steamer’s agents against release, or to the dock 
company, if so directed by the steamer’s agents, 
viz.: Following wooden goods in packages—clothes 
pegs, spade handles, blind rollers, hubs, spokes, 
wheels and oars 1-3 per ton measurement; hops, 
2-9 per ton weight; lumber and logs, 2/- per ton 
measurement, or 2-6 per ton weight, at steamer’s 
option. All other general cargo except slates, 1-9 
per ton weight or measurement at steamer’s option; 
minimum charge one ton. Slates to pay 2/- per 
ton weight. Cheese may also be removed by con- 
signee’s vans within one week after steamer. shall 
have reported, subject to a like payment of 3-3 per 
ton weight, such sum to include loading up and 
wharfage. <Any single article weighing over one 
ton to be subject to extra expense for handling if 
incurred. All measurement treight to be on the 
intake caliper measurement, as stated in margin. 
Freights by weight (grain excepted) to be paid 
upon the weight stated in margin, or at steamer’s 
option upon landing weight. If weight has been 
understated, the cost of weighing to be a charge 
upon the goods. All shipments of lumber and logs 
which are. sent forward on a weight rate will pay 
freight on the railroad weights furnished at port 
of shipment. No alteration will be permitted in 
any weight, or freights included in this Bill of 
Lading except at steamer’s option. 

(B). Grain for overside delivery is to be applied 
for within twenty-four hours of steamer’s arrival 
(or thereafter immediately it becomes clear) at any 
dock, quay, river wharf or other wharf or landing 
place selected by the steamer-owners or agents. In 
the absence of sufficient consignee’s craft, with re- 
sponsible persons in charge, to receive as fast as 
steamer can discharge overside into lighters during 
usual working hours, the Master or Agent may 
land or discharge into lighters at the risk and ex- 
pense of the consignee. The steamer-owners or 
agents may land or discharge continuously day 
and/or night, any grain landed or discharged for 
steamer’s convenience during usual working hours 
(consignee’s craft being duly in attendance) and 
any grain that may be landed or discharged before 
or after usual working hours (whether craft are 
then in attendance or not) is to be given up free 
to consignee’s craft applying for same within 
seventy-two hours from its landing or discharge, 
otherwise it will be subject to the usual dock, quay, 
river wharf or other wharf or landing place 
charges. An extra freight of 7d. per ton shall be 
paid to the steamer-owners or agents on each con- 
signment of grain whether any portion be landed 
or not. The grain to be weighed at time of dis- 
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charge, either on deck and/or dock, quay, river 
wharf or other wharf or landing place and/or 
craft at steamer’s option. Working out charges 
etree weighing) as fixed by the Port of Lon- 
on Authority for grain in bulk and/or steamer’s 

bags to be paid by the consignee with the freight 
to the steamer’s agents or to the authorized repre- 
sentative of the dock, quay, river wharf or other 
wharf or. landing place if so directed by the 
steamer’s agents, in exchange for release. Neither 
party shall be liable for any interference with the 
performance of the contract herein contained, 
which is caused by strikes, or lockout of seamen, 
lightermen, stevedores or shore laborers, or rail- 
way or transport or other disturbances of any kind 
or in furtherance thereof whether partial or other- 
wise, nor for any consequences thereof and in such 
case the steamer-owner or agents shall be entitled 
to land or put into craft at the risk and expense 
of consignee. In case the grain shipped under this 
Bill of Lading forms part of a larger bulk, each 
Bill of Lading to bear its proportion of shortage 
and damage, if any. 

(Cj). HAY, STRAW, PITCH, TURPENTINE, 
ISTLE, HY DROLENE, TAR, ACETONE, 
FLOUR, ASPHALT, .- JUTE, HEMP, ~LAMP- 
BLACK, CARBONBLACK, ROSIN, VARNISH, 
WOOD SPIRITS, ILLUMINATING AND OIL of 
all kinds, whether animal, vegetable or mineral 
and the liquid products of them or any of them, 
COTTON WASTE, COTTON RAGS, CELLU- 
LOID, also any other goods of a more or less 
hazardous nature. Consignees to have craft in at- 
tendance, immediately on steamer’s arrival at dock, 
quay, river-wharf, or other wharf or landing place, 
selected by the steamer-owners to take delivery of 
any of the above mentioned commodities from 
steamer, or at steamer-owner’s option at such dock, 
quay, river-wharf, or other wharf or landing place 
as aforesaid, the steamer-owners having the option 
of working continuously day and/or night, and to 
pay 1/3d. per ton weight or measurement at steam- 
er-owner’s option, or otherwise the goods will be 
put into Captain’s entry craft at consignee’s risk 
and expense. 

These London clauses ‘‘A’’ “B”’ and “C” are to 
form part of this Bill of Lading, and any words 
at variance with them are hereby cancelled. 

Craft which are in attendance for delivery under 
above clauses and stipulations shall wait free of 
demurrage their regular turn to receive goods or 
grain as required by steamer-owners, either from 
steamer or quay or Captain’s entry craft. 

The steamer-owners shall have the same lien, 
rights and remedies on goods or grain, referred to 
in the above clauses or under any other clauses of 
the Bills of Lading as they have by law in respect 
of freight. 

The exceptions and conditions enumerated in 
this Bill of Lading shall apply not only during the 
loading and voyage, but during the discharge and 
until the goods and grain are actually delivered to 
the consignee and the persons handling the goods 
and grain in the steamer, on the quays or into 
lighters, or till delivery to consignee, or to the 
dock company, shall be deemed the servants of the 
steamer-owners. 

AND FINALLY, in accepting the Bill of Lading, 
the shipper, owner and consignee of the goods and 
the holder of the Bill of Lading, agree to be bound 
by all of its stipulations, exceptions and conditions, 
whether written or printed, as fully as if they were 
sag by such shipper, owner, consignee or 
older. 

IN WITNESS WHEREOF, the master or agent 
of the said steamer hath affirmed to.............. 
Bills of Lading, all of this tenor and date, one of 
which being accomplished, the others to stand void. 

Meets Teta. aiwiele osx ...Steam Ship Company, 

Bill of Lading Act 
The following is the text of the Federal 

Bill of Lading Act: 

* 

An Act RELATING TO BILLS OF LADING IN INTER- 
STATE AND FOREIGN COMMERCE 

Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in 
Congress assembled, That bills of lading issued by 
any common carrier for the transportation of goods 
in any Territory of the United States, or the Dis- 
trict of Columbia, or from a place in a State to a 
place in a foreign country, or from a place in one 
State to a place in another State, or from a place 
in one State to a place in the same State through 
another State or foreign country, shall be governed 
by this Act. 

Sec. 2, That a bill in which it is stated that the 
goods are consigned or destined to a specified per- 
son is a straight bill. 

Sec. 3. That a bill in which it is stated that the 
goods are consigned or destined to the order of any 
person named in such bill is an order bill. Any 
provision in such a bill or in any notice, contract, 
rule, regulation, or tariff that it is nonnegotiable 
shall be null and void and shall not affect its ne- 
gotiability within the meaning of this Act unless 
upon its face and in writing agreed to by the ship- 
per. 

Sec. 4. That order bills issued in a State for the 
transportation of goods to any place in the United 
States on the Continent of North America, except 
Alaska and Panama, shall not be issued in parts or 
sets. If so issued, the carrier issuing them shall 
be liable for failure to deliver the goods described 
therein to anyone who purchases a part for value 
in good faith, even though the purchase be after 
the delivery of the goods by the carrier to a holder 
of one of the other parts: Provided, however, That 
nothing contained in this section shall be inter- 
preted or construed to forbid the issuing of order 
bills in parts or sets for such transportation of 
goods to Alaska, Panama, Porto Rico, the Philip- 
pines, Hawaii, or foreign countries, or to impose 
the liabilities set forth in this section for so doing. 

Sec. 5. That when more than one order bill is 
issued in a State for the same goods to be trans- 
ported to any place in the United States on the 
Continent of North America, except Alaska and 
Panama, the word ‘“‘duplicate,’’ or some other word 
or words indicating that the document is not an 
original bill, shall be placed plainly upon the face 
of every such bill except the one first issued. A 
carrier shall be liable for the damage caused by his 
failure so to do to anyone who has purchased the 
bill for value in good faith as an original, even 
though the purchase be after the delivery of the 
goods by the carrier to the holder of the original 
bill: Provided, however, That nothing contained in 
this section shall in such case for such transporta- 
tion of goods to Alaska, Panama, Porto Rico, the 
Philippines, Hawaii, or foreign countries be in- 
terpreted or construed so as to require the placing 
of the word “duplicate” thereon, or to impose the 
cere set forth in this section for failure so to 

0. 

Sec. 6. That a straight bill shall have placed 
plainly upon its face by the carrier issuing it ‘‘non- 
negotiable’ or ‘“‘not negotiable.” 

This section shall not apply, however, to memo- 
randa or acknowledgments of an informal character. 

Sec. 7. That the insertion in an order bill of 
the name of a person to be notified of the arrival 
of the goods shall not limit the negotiability of the 
bill or constitute notice to a purchaser thereof of 
any rights or equities of such person in the goods. 

Sec. 8. That a carrier, in the absence of some 
lawful excuse, is bound to deliver goods upon a 
demand made either by the consignee named in the 
bill for the goods or, if the bill is an order bill, 
by the holder thereof, if such a demand is ac- 
companied by— 

(a) An offer in good faith to satisfy the carrier’s 
lawful lien upon the goods: 
_ (b) Possession of the bill of lading and an offer 
in good faith to surrender, properly indorsed, the 
bill which was issued for the goods, if the bill is 
an order bill; and 

(c) A readiness and willingness to sign, when 
the goods are delivered, an acknowledgment that 
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they have been delivered, if such signature is re- 
quested by the carrier. 

In case the carrier refuses or fails to deliver the 
goods, in compliance with a demand by the con- 
signee or holder so accompanied, the burden shall 
be upon the carrier to establish the existence of a 
lawful excuse for such refusal or failure. 

Sec. 9. That a carrier is justified, subject to 
the provisions of the three following sections, in 
delivering goods to one who is— . 

(a) A person lawfully entitled to the possession 
of the goods, or 7 ; 

(b) The consignee named in a straight bill for 
the goods, or : 

(c) A person in possession of an order bill for 
the goods, by the terms of which the goods are de- 
liverable to his order; or which has been indorsed 
to him, or in blank by the consignee, or by the 
mediate or immediate indorsee of the consignee. 

Sec. 10. That where a carrier delivers goods to 
one who is not lawfully entitled to the possession 
of them, the carrier shall be liable to anyone hav- 
ing a right of property or possession in the goods 
if he delivered the goods otherwise than as au- 
thorized by subdivisions (b) and (c) of the pre- 
ceding section; and, though he delivered the goods 
as authorized by either of said subdivisions, he 
shall be so liable if prior to such delivery he— 

(a) Had been requested, by or on behalf of a 
person having a right of property or possession in 
the goods, not to make such delivery, or : 

(b) Had information at the time of the delivery 
that it was to a person not lawfully entitled to the 
possession of the goods. ; 

Such request or information, to be effective 
within the meaning of this section, must be given 
to an officer or agent of the carrier, the actual or 
apparent scope of whose duties includes action 
upon such a request or information, and must be 
given in time to enable the officer or agent to 
whom it is given, acting with reasonable diligence, 
to stop delivery of the goods. 

Sec. 11. That except as provided in section 
twenty-six, and except when compelled by legal 
process, if a carrier delivers goods for which an 
order bill had been issued, the negotiation of 
which would transfer the right to the possession 
of the goods, and fails to take up and cancel the 
bill, such carrier shall be liable for failure to de- 
liver the goods to anyone who for value and in good 
faith purchases such bill, whether such purchaser 
acquired title to the bill before or after the de- 
livery of the goods by the carrier and notwith- 
standing delivery was made to the person entitled 
thereto. 

Sec. 12. That except as provided in section 
twenty-six, and except when compelled by legal 
process, if a carrier delivers part of the goods for 
which an order bill had been issued and fails 
either 

(a) To take up and cancel the bill, or 
(b) To place plainly upon it a statement that a 

portion of the goods has been delivered with a 
description which may be in general terms either 
of the goods or packages that have been so de- 
livered or of the goods or packages which still re- 
main in the carrier’s possession, he shall be liable 
for failure to deliver all the goods specified in the 
bill to anyone who for value and in good faith 
purchases it, whether such purchaser acquired title 
to it before or after the delivery of any portion of 
the goods by the carrier, and notwithstanding such 
delivery was made to the person entitled thereto. 

Sec. 13. That any alteration, addition, or era- 
sure in a bill after its issue without authority from 
the carrier issuing the same, either in writing or 
noted on the bill, shall be void, whatever be the 
nature and purpose of the change, and the bill shall 
be enforceable according to its original tenor. 

Sec. 14. That where an order bill has been lost, 
stolen, or destroyed, a court of competent juris- 
diction may order the delivery of the goods upon 
satisfactory proof of such loss, theft, or destruc- 
tion and upon the giving of a bond, with sufficient 
surety, to be approved by the court, to protect the 
carrier or any person injured by such delivery 
from any liability or loss incurred by reason of the 

original bill remaining outstanding. The court 
may also in its discretion order the payment of the 
carrier’s reasonable costs and counsel fees: Pro- 
vided, a voluntary indemnifying bond without order 
of court shall be binding on the parties thereto. 

The delivery of the goods under an order of the 
court, as provided in this section, shall not relieve 
the carrier from liability to a person to whom the 
order bill has been or shall be negotiated for value 
without notice of the proceedings or of the de- 
livery of the goods. 

Sec. 15. That a bill, upon the face of which the 
word ‘“‘duplicate’’ or some other word or words in- 
dicating that the document is not an original bill 
is placed, plainly shall impose upon the carrier is- 
suing the same the liability of one who represents 
and warrants that such bill is an accurate copy of 
an original bill properly issued, but no other lia- 
bility. 

Sec. 16. That no title to goods or right to their 
possession asserted by a carrier for his own benefit 
shall excuse him from liability for refusing to de- 
liver the goods according to the terms of a bill is- 
sued for them, unless such title or right is derived 
directly or indirectly from a transfer made by the 
consignor or consignee after the shipment, or from 
the carrier’s lien. 

Sec. 17. That if more than one person claim 
the title or possession of goods, the carrier may re- 
quire all known claimants to interplead, either as a 
defense to an action brought against him for non- 
delivery of the goods or as an original suit, which- 
ever is appropriate. 

Sec. 18. That if some one other than the con- 
signee or the person in possession of the bill has 
a claim to the title or possession of the goods, and 
the carrier has information of such claim, the car- 
rier shall be excused from liability for refusing 
to deliver the goods, either to the consignee or per- 
son in possession of the bill or to the adverse 
claimant, until the carrier has had a reasonable 
time to ascertain the validity of the adverse claim 
or to bring legal proceedings to compel all claim- 
ants to interplead. 

Sec. 19. That except as provided in the two pre- 
ceding sections and in section nine, no right or 
title of a third person, unless enforced by legal 
process, shall be a defense to an action brought by 
the consignee of a straight bill or by the holder of 
an order bill against the carrier for failure to de- 
liver the goods on demand. 

Sec. 20. That when goods are loaded by a car- 
rier such carrier shall count the packages of goods, 
if package freight, and ascertain the kind and 
quantity if bulk freight, and such carrier shall not, 
in such cases, insert in the bill of lading or in any 
notice, receipt, contract, rule, regulation, or tariff, 
“Shipper’s weight, load, and count,” or other words 
of like purport, indicating that the goods were 
loaded by the shipper and the description of them 
made by him or in case of bulk freight and freight 
not concealed by packages the description made by 
him. If so inserted, contrary to the provisions of 
this section, said words shall be treated as ‘null and 
void and as if not inserted therein. 

Sec. 21. That when package freight or bulk 
freight is loaded by a shipper and the goods are 
described in a bill of lading merely by a statement 
of marks or labels upon them or upon packages 
containing them, or by a statement that the goods 
are said to be goods of a certain kind or quantity, 
or in a certain condition, or it is stated in the bill 
of lading that packages are said to contain goods 
of a certain kind or quantity or in a certain con- 
dition, or that the contents or condition of the con- 
tents of the packages are unknown, or words of 
like purport are contained in the bill of lading,. 
such statements, if true, shall not make liable the 
carrier issuing the bill of lading, although the 
goods are not of the kind or quantity or in the 
condition which the marks or labels upon them in- 
dicate, or of the kind or quantity or in the condi- 
tion they were said to be by the consignor. The 
carrier may also by inserting in the bill of lading 
the words “Shipper’s weight, load, and count,” or 
other words of like purport indicate that the goods 
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were loaded by the shipper and the description of 
them made by him; and if such statement be true, 
the carrier shall not be liable for damages caused 
by the improper loading or by the non-receipt or 
by the misdescription of the goods described in the 
bill of lading: Provided, however, Where the ship- 
per of bulk freight installs and maintains adequate 
facilities for weighing such freight, and the same 
are available to the carrier, then the carrier, upon 
written request of such shipper and when given a 
reasonable opportunity so to do, shall ascertain the 
kind and quantity of bulk freight within a reason- 
able time after such written request, and the car- 
riers shall not in such cases insert in the bill of 
lading the words ‘‘Shipper’s weight,” or other 
words of like purport, and if so inserted contrary 
to the provisions of this section, said words shall 
be treated as null and void and as if not inserted 
therein. 

Sec. 22. That if a bill of lading has been issued 
by a carrier or on his behalf by an agent or em- 
ployee the scope of whose actual or apparent au- 
thority includes the receiving of goods and issuing 
bills of lading therefor for transportation in com- 
merce among the several States and with foreign 
nations, the carrier shall be liable to (a) the owner 
of goods covered by a straight bill subject to exist- 
ing right of stoppage in transitu or (b) the holder 
of an order bill, who has given value in good faith, 
relying upon the description therein of the goods, 
for damages caused by the nonreceipt by the car- 
rier of all or part of the goods or their failure to 
correspond with the description thereof in the bill 
at the time of its issue. 

Sec. 23. That if goods are delivered to a carrier 
by the owner or by a person whose act in convey- 
ing the title to them to a purchaser for value in 
good faith would bind the owner, and an order 
bill is issued for them, they can not thereafter, 
while in the possession of the carrier, be attached 
by garnishment or otherwise or be levied upon un- 
der an execution unless the bill be first surrendered 
to the carrier or its negotiation enjoined. The car- 
rier shall in no such case be compelled to deliver 
the actual possession of the goods until the bill is 
surrendered to him or impounded by the court. 

Sec. 24. That a creditor whose debtor is the 
owner of an order bill shall be entitled to such 
aid from courts of appropriate jurisdiction by in- 
junction and otherwise in attaching such bill or in 
satisfying the claim by means thereof as is allowed 
at law or in equity in regard to property which can 
not readily be attached or levied upon by ordinary 
legal process. 

Sec. 25. That if an order bill is issued the car- 
rier shall have a lien on the goods therein men- 
tioned for all charges on those goods for freight, 
storage, demurrage and terminal charges, and ex- 
penses necessary for the preservation of the goods 
or incident to their transportation subsequent to 
the date of the bill and all other charges incurred 
in transportation and delivery, unless the bill ex- 
pressly enumerates other charges for which a lien 
is claimed. In such case there shall also be a lien 
for the charges enumerated so far as they are al- 
lowed by law and the contract between the con- 
signor and the carrier. 

Sec. 26. That after goods have been lawfully 
sold to satisfy a carrier’s lien, or because they have 
not been claimed, or because they are perishable or 
hazardous, the carrier shall not thereafter be liable 
for failure to deliver the goods themselves to the 
consignee or owner of the goods, or to a holder of 
the bill given for the goods when they were shipped, 
even if such bill be an order bill. 

Sec. 27. That an order bill may be negotiated 
by delivery where, by the terms of the bill, the car- 
rier undertakes to deliver the goods to the order of 
a specified person, and such person or a subsequent 
indorsee of the bill has indorsed it in blank. 

Sec. 28. That an order bill may be negotiated 
by the indorsement of the person to whose order 
the goods are deliverable by the tenor of the bill. 
Such indorsement may be in blank or to a specified 
person. If indorsed to a specified person, it may 
be negotiated again by the indorsement of such 

person in blank or to another specified person. 
Subsequent negotiation may be made in like man- 
ner. 

Sec. 29. That a bill may be transferred by the 
holder by delivery, accompanied with an agreement, 
express or implied, to transfer the title to the bill 
or to the goods represented thereby. A_ straight 
bill can not be negotiated free from existing equi- 
ties, and the indorsement of such a bill gives the 
transferee no additional right. 

Sec. 30. That an order bill may be negotiated 
by any person in possession of the same, however 
such possession may have been acquired, if by the 
terms of the bill the carrier undertakes to deliver 
the goods to the order of such person, or if at the 
time of negotiation the bili is in such form that it 
may be negotiated by delivery. 

Sec. 31. That a person to whom an order bill 
has been duly negotiated acquires thereby— 

(a) Such title to the goods as the person nego- 
tiating the bill to him had or had ability to convey 
to a purchaser in good faith for value, and such 
title to the goods as the consignee and consignor 
had or had power to convey to a purchaser in good 
faith for value; and 

(b) The direct obligation of the carrier to hold 
possession of the goods for him according to the 
terms of the bill as fully as if the carrier had con- 
tracted directly with him. 

Sec. 32. That a person to whom a bill has been 
transferred, but not negotiated, acquires thereby as 
against the transferor the title to the goods, subject 
to the terms of any agreement with transferor. If 
the bill is a straight bill such person also acquires 
the right to notify the carrier of the transfer to 
him of such bill and thereby to become the direct 
obligee of whatever obligations the carrier owed 
to the transferor of the bill immediately before the 
notification. 

Prior to the notification of the carrier by the 
transferor or transferee of a straight bill the 
title of the transferee to the goods and the right 
to acquire the obligation of the carrier may be de- 
feated by garnishment or by attachment or ex- 
ecution upon the goods by a creditor of the trans- 
feror, or by notification to the carrier by the trans- 
feror or a subsequent purchaser from the trans- 
feror of a subsequent sale of the goods by the 
transferor. 

A carrier has not received notification within the 
meaning of this section unless an officer or agent 
of the carrier, the actual or apparent scope of 
whose duties includes action upon such notification, 
has been notified; and no notification shall be effec- 
tive until the officer or agent to whom it is given 
has had time, with the exercise of reasonable dili- 
gence, to communicate with the agent or agents 
having actual possession or control of the goods. 

Sec. 33. That where an order bill is transferred 
for value by delivery, and the indorsement of the 
transferor is essential for negotiation, the trans- 
feree acquires a right against the transferor to 
compel him to indorse the bill, unless a contrary 
intention appears. The negotiation shall take effect 
as of the time when the indorsement is actually 
made. This obligation may be specifically enforced. 

Sec. 34. That a person who negotiates or trans- 
fers for value a bill by indorsement or delivery, un- 
less a contrary intention appears, warrants— 

(a) That the bill is genuine; 
(b) That he has a legal right to transfer it; 
(c) That he has knowledge of no fact which 

would impair the validity or worth of the bill; 
(d) That he has a right to transfer the title to 

the goods, and that the goods are merchantable or 
fit for a particular purpose whenever such warran- 
ties would have been implied if the contract of the 
parties had been to transfer without a bill the 
goods represented thereby. 

Sec. 35. That the indorsement of a bill shall not 
make the indorser liable for any failure on the 
part of the carrier or previous indorsers of the bill 
to tulfill their respective obligations. 

Sec. 36. That a mortgagee or pledgee or other 
holder of a bill for security who in good faith de- 
mands or receives payment of the debt for which 
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such bill is security, whether from a party to a 
draft drawn for such debt or from any other per- 
son, shall not be deemed by so doing to represent 
or warrant the genuineness of such bill or the 
quantity or quality of the goods therein described. 

Sec. 37. That the validity of the negotiation of 
a bill is not impaired by the fact that such nego- 
tiation was a breach of duty on the part of the per- 
son making the negotiation, or by the fact that the 
owner of the bill was deprived of the possession of 
the same by fraud, accident, mistake, duress, loss, 
theft, or conversion, if the person to whom the bill 
was negotiated, or a person to whom the bill was 
subsequently negotiated, gave value therefor in 
good faith, without notice of the breach of duty, 
or fraud, accident, mistake, duress, loss, theft, or 
conversion. 

Sec. 38. That where a person, having sold, 
mortgaged, or pledged goods which are in a Car- 
rier’s possession and for which an order bill has 
been issued, or having sold, mortgaged, or pledged 
the order bill representing such goods, continues in 
possession of the order bill, the subsequent nego- 
tiation thereof by that person under any sale, pledge, 
or other disposition thereof to any person receiving 
the same in good faith, for value and without no- 
tice of the previous sale, shall have the same effect 
as if the first purchaser of the goods or bill had ex- 
pressly authorized the subsequent negotiation. 

Sec. 39. That where an order bill has been is- 
sued for goods no seller’s lien or right of stoppage 
in transitu shall defeat the rights of any purchaser 
for value in good faith to whom such bill has been 
negotiated, whether such negotiation be prior or 
subsequent to the notification to the carrier who 
issued such bill of the seller’s claim to a lien or 
right of stoppage in transitu. Nor shall the car- 
rier be obliged to deliver or justified in delivering 
the goods to an unpaid seller unless such bill is 
first surrendered for cancellation. 

Sec. 40. That, except as provided in section 
thirty-nine, nothing in this Act shall limit the rights 
and remedies of a mortgagee or lien holder whose 
mortgage or lien on goods would be valid, apart 
from this Act, as against one who for value and in 
good faith purchased from the owner, immediately 
prior to the time of their delivery to the carrier, 
the goods which are subject to the mortgage or lien 
and obtained possession of them. 

Sec. 41. That any person who, knowingly or 
with intent to defraud, falsely makes, alters, forges, 
counterfeits, prints or photographs any bill of lad- 
ing purporting to represent goods received for 
shipment among the several States or with foreign 
nations, or with like intent utters or publishes as 
true and genuine any such falsely altered, forged, 
counterfeited, falsely printed or photographed bill of 
lading, knowing it to be falsely altered, forged, 
counterfeited, falsely printed or photographed, or 
aids in making, altering, forging, counterfeiting, 
printing or photographing, or uttering or publish- 
ing the same, or issues or aids in issuing or pro- 
curing the issue of, or negotiates or transfers for 
value a bill which contains a false statement as to 
the receipt of the goods, or as to any other matter, 
or who, with intent to defraud, violates, or fails 
to comply with, or aids in any violation of, or 
failure to comply with any provision of this ‘Act, 
shall be guilty of a misdemeanor, and, upon con- 
viction, shall be punished for each offense by im- 
prisonment not exceeding five years, or by a fine 
not exceeding $5,000, or both. 

Sec. 42, First. That in this Act, unless the con- 
text of subject matter otherwise requires— 

“Action” includes counterclaim, set-off, and suit 
in equity. 

“Bill” means bill of lading governed by this Act. 
“Consignee’’ means the person named in the bill 

as the person to whom delivery of the goods is to 
be made. 

“Consignor”? means the person named in the bill 
as the person from whom the goods have been re- 
ceived for shipment. 

“Goods”? means merchandise or chattels in course 
of transportation or which have been or are about 
to be transported. 

of a bill means a person who has both 
right of prop- 

“Holder” 
actual possession of such bill and a 
erty therein. 
A eile means an order by indorsement on the 

ill. 
‘‘Person” includes a corporation or partnership, 

or two or more persons having a joint or common 
interest. 

To “purchase”’ includes to take as mortgagee and 
to take as pledgee. 

“State”? includes any Territory, District, insular 
possession, or isthmian possession. 

Sec. 43. That the provisions of this Act do not 
apply to bills made and delivered prior to the tak- 
ing effect thereof. 

Sec. 44. That the provisions and each part 
thereof and the sections and each part thereof of 
this Act are independent and severable, and the de- 
claring of any provision or part thereof, or pro- 
visions or part thereof, or section or part thereof, 
or sections or part thereof, unconstitutional shall 
not impair or render unconstitutional any other 
provision or part thereof or section or part thereof. 

Sec. 45. That this Act shall take effect and be 
in force on and after the first day of January next 
after its passage. 

Approved, August 29, 1916. 2 

Bill of Sale 

A document which conveys title to, or 
right or interest in, personal property from 
the seller to the buyer. 

Bills Discounted 

The aggregate of notes, acceptances and 
bills of exchange which a bank has dis- 
counted for its customers, as distinguished 
from loans; the title of an account in the 
general ledger which controls the Bills Dis- 
counted Ledger (q. v.), to indicate the total 
bills discounted. 

Bills Discounted Overdue 

The aggregate of notes, acceptances and 

bills of exchange, which were not paid at 
maturity, and held separately awaiting col- 
lection, legal action, or writing off as a loss. 
Paper which is not paid at maturity is de- 
ducted from the bills discounted account and 
added to bills discounted overdue, since the 
former contains only unmatured items. This 
term is also the title of a controlling account 
in the general ledger. (See Bad Debts.) 

Bills Discounted Ledger 
A subsidiary ledger in which the details 

of all notes, acceptances and bills of ex- 
change discounted are classified by cus- 
tomers so that the amount and nature of the 
liability of each borrower on this class of 
paper can be readily ascertained. It is also 
known as the Liability Ledger (q.v.). 

Bills Discounted Register 
A journal or register in which notes, ac- 

ceptances, and bills of exchange discounted 
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are entered numerically and chronologically. 
It contains the first complete record of each 
note, etc., discounted, and is a permanent 
record. After notes are recorded in this 
register they are posted in the Liability 
Ledger (q.v.). 

Bills for Collection 

See Foreign Collection Items. 

Bills in a Set 

Bills of exchange, and accompanying doc- 
uments, e. g., bill of lading, are usually issued 
in duplicate, and sometimes in triplicate. (For 
further information, see Bill of Lading, 

and First of Exchange). 

Bills Payable 
Notes or acceptances upon which a busi- 

ness is the principal debtor as shown by its 
books ; aggregate sum due to trade creditors 
as evidenced by notes or acceptances held by 
them; a controlling account in the general 
ledger to indicate the total of notes and ac- 
ceptances which the business is bound to pay 
at their maturity. 

The term also applies to the sum which a 
member bank has borrowed from the Fed- 
eral Reserve bank of its district or on its 
own collateral note. Member banks may 

secure advances from a Federal Reserve 
bank on their promissory notes for a 
period not exceeding 15 days at the redis- 
count rate fixed by the latter, and provided 
such promissory notes are secured by eligible 
commercial paper, bank acceptances, or 
by bonds or notes of the United States. (See 
Repurchase Agreement. ) 

Bills Receivable 

Notes and acceptances given by customers, 
usually in payment of merchandise as shown 
by the books of a business; aggregate sum 
due from trade debtors evidenced by notes 
and acceptances upon which they are the 
principal debtors; a controlling account in 
the general ledger to indicate the total of 
notes and acceptances on hand, and which 
the principal debtors thereon are bound to 
pay at maturity. 

Bimetallism 
The free concurrent coinage of two 

metals, usually gold and silver, without 
limitation as to quantity at an established 
coinage or mint ratio into coins of full 
legal tender power. A distinction is some- 
times drawn between bimetallism and the 
double standard. Bimetallism differs from 

the double standard in that in bimetallism 
the Government mints are open to free 
coinage of either metal without limit. Un- 

der the double standard while coins of 
both metals are endowed with full legal 
tender powers, only one is freely coined, 
the other being coined on Government ac- 
count only. 

Black Friday 
September 24, 1869. At this period the 

balance of trade was heavily against the 

United States. Since gold was rapidly 
flowing out of the country, and the United 
States Treasury had discontinued the sale 

‘of gold, Jay Gould, then President of the 
Erie Railroad and a bold speculator, at- 

tempted to get a corner on the merchant- 

able stock of gold, and to compel those 
who had sold it short, to cover at dictated 
prices. He organized a pool and the joint- 
venture plan was put into operation. The 
price was forced from 133 to 162 in about 
20 days, the highest price being attained on 
Black Friday. Thereafter the price quickly 
receded to normal. 

Bland-Allison Act 
An act passed February 28, 1878, which 

required the Treasury Department to pur- 
chase at the market price not less than 
$2,000,000 nor more than $4,000,000 of 
silver bullion a month for immediate coin- 
age into standard silver dollars of 412% 
grains at the mint ratio of 15.988 to 1. 
The act was a compromise measure between 
those in favor of the remonetization of 
silver and its opponents. As first introduced 
it provided for the Free Coinage (q.v.) of 
silver, but was later amended to read as 

stated above. About $25,000,000 in silver 
dollars were coined annually for the ensuing 
twelve years, thus adding huge quantities of 
overvalued silver dollars to the currency. 
The act provided for the deposit of silver 
dollars in the United States Treasury and 
the issue of a corresponding amount of 
silver certificates redeemable in the silver 
dollars deposited as security. The Bland- 
Allison Act was repealed in 1890, and 
superceded by the Sherman Silver Purchase 
Act (q.v.) 

Blank Indorsement 
Indorsement in blank. (See Indorsement.) 

Blanket Mortgage 
A mortgage which covers all the property 

or group of properties of a corporation and 
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given to secure a single debt. A blanket 
mortgage has about the same significance as 

a general mortgage, or first and refunding 
mortgage. A large number of the mort- 

gages of railroad and public utility corpora- 
tions contain a clause in the deed of trust 
known as the “hereafter-acquired-property” 

clause, which stipulates that not only the 
present owned property but that any future 

acquired property becomes subject to the 

mortgage. Bonds secured by a blanket mort- 

gage of this type constitute a lien against all 
present and future acquired property of a 

corporation, which has no power to issue 

additional bonds against the property of 

BANKING .AND FINANCE 

plished before the end of that period. (See 
Pool.) 

Block 

This term has two meanings: 
(1) A large amount of stocks or bonds 

sold or offered for sale; a multiple of a full 
lot of stock, e. g., 1,000 shares, 6,000 shares, 

or of bonds, ec. g., $200,000 par value. 
(2) A lot, batch, or bundle of checks de- 

posited for credit with a bank together with 
their relative deposit slips for sorting into 
(1) self-checks, (2) clearing house checks, 

(3) non-clearing house or messenger checks, 
and (4) transit checks, and for proving with 

BLOCK PROG 

In proving deposit 
tickets, clerks 

must number the 
deposit tickets, 
and sign this proof. 

Date 

Proved by 

Deposit Tickets 
No. 

TOTAL 
| 

Self-Checks 

Clearing House 
i 

wee er reel peor eal errr eeesl|eoosesee 

Messenger 

Transit NGha soba ees eee ew mel emer teen 

CC i 

Coupons 

Cash 

a 

Treasury 

equal rank as a lien with those already out- 
standing. 

Blank Transfer 
An assignment or transfer of stock in 

blank. (See Assignment, Assignment in 
Blank.) 

Blind Pool 

A pool of individual speculators, brokers, 
or corporations who combine their capital in 
a speculative venture, but who place the 

management thereof in the control of one 
person for a specified time. The other mem- 
bers of the pool are not permitted to know 
the activities of the manager of the pool or 
the status of their commitments until the ex- 
piration of the pool period, unless the object 
for which the pool was organized is accom- 

the relative deposit slips. (See Block Sys- 
tem. ) 

Block System 
A system also known as the “batch” sys- 

tem, used in the receiving teller’s, mail 

teller’s and clearing house (check) depart- 
ments of a bank for sorting and proving 

checks against their relative deposit slips, 

etc. It is a system of preliminary accounting 

employed in most banks of any importance 

to save time in proving customers’ deposits 

before the deposit slips are posted to the 
individual (customers’) ledger or ledgers. 

When deposits are received over the re- 
ceiving teller’s window the receiving teller 
usually verifies only the cash. The checks 
are scrutinized only when the number is 
small, and to note the regularity of indorse- 
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ments, etc. The verification of the footing 
of the deposit slip with the checks is per- 
formed after the entry is made in the de- 

positor’s pass book by a special group of 
clerks, very often organized into a “block 

department”. 

A “block” consists of a group of checks, 

usually numbering from 100 to 400, to- 
gether with their relative deposit slips. To 
prove a block, the checks are first sorted into 
the divisions required by the conditions in 

each particular bank, ec. g., self-checks, 
clearing house checks, messenger or non- 

clearing house checks, checks drawn on the 

U. S. Treasury, postal money orders, ma- 

tured coupons, etc. After this sortation 

process is finished, an adding machine total 

of the checks is secured by divisions. An- 
other adding machine total of the deposit 
slip footings is secured, which, if the 
“block” proves, must equal the total of the 

checks. 

A “block” is a relatively small unit of 
work complete in itself. Blocks can be 

proved as deposits come in, instead of wait- 
ing until the receiving teller’s window 
closes for the day. If errors occur, each 
block being an independent or closed unit 
of work, they can be discovered compara- 
tively easily, since they are confined to a 
part of the work instead of all of it. It is 
necessary to re-examine and prove only the 
block in which the error exists, instead of re- 

examining the entire amount of deposits. 
A typical form of block proof is illustrated 

on the preceding page. 

Blotter 

A term commonly given among bank and 
brokerage bookkeepers to an original entry 
record of transactions, e. g., securities sales 
blotter, securities withdrawals blotter. A 

journal or temporary record of transactions 

which are later posted to a ledger. 

Blue-Sky Laws 

A popular name to designate the laws en- 
acted by various states to provide for (1) 
the issuance of securities, (2) the flotation 
or sale of a particular issue or block of secu- 
rities, and (3) the regulation of the business 

of dealing in securities. The main purpose 
of blue-sky laws is to prevent fraud in the 
sale and disposition of stocks, bonds, and 
other securities, and to protect the investing 
public, especially the inexperienced, from 
doubtful, fraudulent and worthless security 
promotions.» These laws are an outgrowth 

of the recognition of the fact that the prin- 

ciple of “caveat emptor” leaves the improvi- 
dent and credulous public at the mercy of 
unscrupulous promoters, tipsters and stock 

salesmen who purvey doubtful or worthless 

securities. 

Kansas in 1911 was the first state to enact 
a blue-sky law, and this was amended in 
1913. It was followed by similar acts in 
other states, twenty-two of. which were 

passed in various states in 1912-1913. On 

January 1, 1922, thirty-seven states had 
passed blue-sky laws. 

The typical blue-sky law prohibits the issu- 
ance or sale of securities, except under con- 
ditions, with certain exceptions and exemp- 
tions for certain classes of securities, ¢. g., 
government, state and municipal bonds, and 
also for certain types of transactions and 
persons. The security dealer must obtain an 
annual license which is granted after the 

dealer has answered an exhaustive question- 
naire. Securities affected by the act may 
not be offered or sold without a permit from 
the state based upon the findings of some 
state official, ec. g., superintendent of banks, 
or secretary of state, who must be satisfied 

that the proposed offering of securities will 
not “constitute a fraud” or “work a fraud” ~ 
upon the purchaser, and that the “proposed 

plan of business and proposed contracts con- 
tain and provide for a fair, just and equitable 
plan for the transaction of business, and in 

his (the official’s judgment, promises a fair 

return on the stocks, bonds and other securi- 

ties offered for sale by it.” 

The effect of blue-sky legislation has been 

seriously impaired by unfavorable court de- 

cisions in the interpretation of the acts. Many 

experts now believe that the business of 

marketing securities being predominantly in- 

terstate, should, in order that proper con- 
trol may be had, be regulated by a Federal 

act, and not by acts of the various states. 

During the World War the Capital Issues 
Committee of the Federal Reserve Board 
constituted, in effect, a blue-sky commission 
by prohibiting the sale of new capital issues 
that were not directly concerned with war 
industries. Undoubtedly the time is not far 
distant when the issuance of securities will 
be made subject to Federal regulation and 

control, so that the honest promoter may 
better be separated from the dishonest one, 
and the legitimate business of raising capital 

distinguished from the illegitimate business 

of floating unsound securities, which rests 
upon capitalized hopes rather than upon val- 

uable properties. 

(See False Statement Acts.) 



64 ENCYCLOPEDIA OF BANKING AND FINANCE 

BIBLIOGRAPHY 

R. R. Reap ano L. H. WasusBurn: Blue- 

Sky Laws, 1921. 

Board 

A term which refers to the board in a 

commission house upon which stock market 
quotations are posted, and also refers to the 

stock market itself. The New York Stock 
Exchange is sometimes called the Big Board, 

and the New York Curb Market the Little 
Board. (See Board Room.) . 

Board Lot 

The unit of trade upon an exchange. On 

the New York Stock Exchange a board lot 
is 100 shares of stock, and $1,000 par value 

of bonds. 

Board of Directors 

See Directors. 

Board of Trade 

A name frequently adopted by an organi- 
zation formed to promote community, indus- 
trial and commercial interests, also known as 

Chamber of Commerce. The title is also 
sometimes given to a special exchange, ec. g., 

Chicago Board of Trade (q.v.). 

Board Room 

The customers’ room of a broker’s office 

where quotations from the principal markets, 

e. g., Stock Exchange, Board of Trade, etc., 

may be seen immediately after the transac- 
tions are consummated. Tickers from the 

various markets are installed in these rooms 
and quotations are posted directly from the 
tape to the board. In some brokers’ offices 
the display of quotations is made on a black- 
board; in others, the quotations are placed 

under the abbreviations by means of remov- 

able cards. 

Bob 
English colloquialism for the shilling. (See 

Shilling.) 

Bobtail Pool 

A pool in which the members act inde- 

pendently of one another and not through 

its managers. It is an informal pool in 

which each member closes out his contracts 

as he pleases, instead of the pool acting as 
a unit. (See Pool.) 

Boerse | 
The German and Dutch spelling of Bourse 

(q. v.) 

Bolivar 

See Foreign Moneys — Venezuela. 

Boliviano 

See Foreign Moneys — Bolivia. 

Bolsa 

The Spanish spelling of Bourse (q. v.) 

Bonanza 

The Spanish word for prosperity and orig- 
inally applied in finance to a fortunate dis- 
covery of a rich mine, the exploitation of 

which made the discoverer wealthy. It is 
now applied colloquially to any enterprise 
which earns an unusually large return on its 
invested capital. 

Bond 

An interest-bearing certificate of debt, 

being one of a series constituting a loan 

made to, and an obligation of, a govern- 

mentality or business corporation; a formal 
promise by the borrower to pay to the lender 
a certain sum of money at a fixed future 
date with or without security, and signed 

and sealed by the maker (borrower); a 
promise to pay two things: (1) a prin- 
cipal amount on a stated future date, and (2) 
a series of interest payments, usually semi- 
annually during its life. “All subdivided 
interesting-bearing contracts for the future 
payment of money that are drawn with 
formality, whether they are secured or un- 
secured, whether the interest is imperative 
under all conditions, or not, as in the case 

of income bonds.’’* 
The difference between a bond and a 

promissory note is aptly explained by F. A. 
Cleveland as follows: “The only way that 
a bond is distinguished from an ordinary 
promissory note is by the fact that it is 
issued as a part of a series of like tenor and 
amount, and, in most cases, under a common 

security. By rule of common law the bond 
is also more formal in its execution. The 
note is a simple promise (in any form, so 
long as a definite promise for the payment 
of money appears upon its face), signed by 

the party bound, without any formality as 
to witnesses or seal. The bond, on the other 

hand, in its old common-law form, required 

a seal, and had to be witnessed in the same 

*f. Chamberlain: The Principles of Bond 
Investment, p. 72. 
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manner as a deed or other formal convey- 
ance of property, and though assignable was 
not negotiable. This is still the rule with 

many jurisdictions.”* A bond differs from 
an investment note only in the time which 
it has to run before maturity. Ordinarily 
the dividing line is five years; if the term of 
the funded debt exceeds this period, the issue 
is called bonds; if within this period, notes. 
A bond differs from a share of stock in 

that the former is a contract to pay a cer- 
tain sum of money with definite stipulations 
as to amount and maturity of interest pay- 
ments, maturity of principal, and other re- 

citals as to the rights of the holder in case 
of default, sinking fund provisions, etc., 

whereas a stock contains no promise to re- 
pay the purchase price or any amount what- 
soever. The shareholder is an owner; a 
bondholder is a creditor. The bondholder 
has a claim against the assets and earnings 

of a corporation prior to that of the stock- 
holder, and while the bondholder is an 
investor, the stockholder speculates on the 
success of the enterprise. The former’s 
claim is a definite contractual one; the lat- 

ter’s claim is contingent upon earnings. 
Numerous classifications of bonds are pos- 

sible. The following classifications have 
been selected as the most important and 
useful: 

1. Character of obligor. (a) Civil bonds. 
Examples: Government bonds, state bonds, 

municipal bonds, etc. (b) Corporation 
bonds. Examples: Railroad bonds, public 
utility bonds, industrial bonds. 

2. Purpose of issue. Examples: Equip- 
ment bonds, improvement bonds, school 
bonds, terminal bonds, refunding bonds, ad- 
justment bonds, etc. 

3. Character of security. (a) Unsecured. 
Examples: Civil bonds, corporate deben- 
tures. (b) Secured. (1) Personal security. 
Examples: Indorsed bonds, guaranteed bonds. 

(2) Lien security. Examples: First mort- 
gage bonds, general mortgage bonds, con- 

solidated mortgage bonds, collateral trust 
bonds, chattel mortgage bonds. 

4. Terms of payment of principal. Ex- 
amples: Straight maturity bonds, callable 
bonds, perpetual bonds, sinking fund bonds, 
serial bonds. 

5. Evidence of ownership and transfer. 
Examples: Coupon bonds, registered bonds, 
registered coupon bonds. 

Bonds may also be classified according to 
tax exemption, conditions of payment of in- 
terest, convertibility, eligibility for invest- 

* Funds and Their Uses. 

ment by savings banks, insurance companies 
and trust funds, eligibility for securing gov- 
ernment deposits, etc. 

Specific kinds of bonds are described under 
separate titles, e. g., Adjustment Bonds, 

Bearer Bonds, Collateral Trust Bonds, De- 
benture Bonds, Extended Bonds, First Mort- 

gage Bonds, General Mortgage Bonds, etc. 
For bibliography on bonds, see Jnvestment. 

(See Bond Circular, Bond Values Tables, 
Coupons, Investment, Investment Market, 
Investment Media, Investment Securities.) 

Bond Accounts 

The bond accounts of a bank are listed 
under General Ledger (q.v.). (See Securi- 
ties Ledger.) 

Bond Amortization 

See Amortization. 

Bend Circular 

An advertisement issued by a bank, syndi- 
cate or bond house offering bonds for sale, 
or for the purpose of influencing purchases 
in investment bonds. A bond circular usually 
contains a description of the offering in con- 
siderable minutiae of detail. The elements 
of a well-planned bond circular are: Title of 
the bond and brief description of its secu- 
rity; dates of issue, maturity and interest 
payments; denomination and form; amount 
authorized and amount issued; state and 

Federal income taxes; conditions under 
which additional bonds may be issued; re- 
demption price, if any; name of trustee; 
whether listed on stock exchange; guaranty, 
if any; description of properties of corpo- 
ration issuing; past and current earnings and 
latest balance sheet; sinking fund specifica- 
tions; territory of corporate operations; 
franchises, if any; engineer’s and auditor’s 

reports; attorney’s opinion; whether legal 
for savings banks and trust funds; price and 
yield; reservation as to if, as, and when 
issued; reservation that orders are subject 

to prior sale; general reservation. 

BIBLIOGRAPHY 

F. Carries: Essentials of Investment: 
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Bonded Debt 

Funded Debt (q.v.); the fixed debt of a 
government or business corporation repre- 

sented by bonds. 

Bondholder ; 
One who owns or holds bonds as an in- 

vestment. 
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Bond House 
An institution engaged in* selling bonds 

and other securities; an Investment Bank 

(q. v.). 

Bond Interest Payments 
See Quarterly Disbursements. 

Bond Market 

See Investment Market. 

Bond of Indemnity 
A written instrument in which the signer 

(bondsman) guarantees to protect another 
party against loss. It is usually used in 
securing a corporation against loss in the 
case of presentment in the future of a secu- 
rity lost by the owner and reissued by it. 
It is also used to protect the drawee bank 

when the drawer issues a stop-payment order 
against a certified check. 

Bonds as Legal Investments 
See Legal Investments for Savings Banks, 

Legal Investments for Trust Funds, Legality 

of Securities, Legal Opinion. 

Bond Values Table 

A mathematical table used by investors 
and bond houses to ascertain the value of 
bonds having a fixed maturity, when bought 
to yield a certain rate, or vice versa, to de- 
termine the yield or net return when pur- 
chased at a certain price. These tables are 

arranged to cover the periods which bonds 

with a definite maturity are most likely to 
run, and in practice, usually cover semi- 

annual periods from six months to fifty 
years. The range of interest rates is usually 
from 3 to 7 per cent. 

Opposite is a page taken from a bond 
values table covering the 20-year period. 
From this table two things can be ascer- 
tained: (1) the price at which, say, a 4 per 

cent 20-year bond must be sold in order to 
yield, say 4% per cent., and (2) the yield 
of a 20-year 5 per cent. bond bought at 
103.20. By reference to the table it will be 
found that the answer to the first inquiry is 
93.45, and the answer to the second is 434 
per cent. (See Yield.) 

Bonus 

A gift; gratuity; something which is 
given free in addition to what is called for 
by a contract. (See Bonus Bonds, Bonus 
Stock.) 
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Bonp VALUES TABLE 

Bonus Bonds 

Bonds issued in payment of, or to raise 
money for, promoters’ services, or bonds is- 
sued by a municipality to induce a manufac- 
turing industry to locate, or a railroad to 
enter, the town. The validity of such bonds 
is questionable. As investments these bonds 
are to be avoided. This title is sometimes 
also given to Soldiers’ Bonus Bonds, as 
Soldiers’ Adjusted Compensation Bonds, is- 
sued by various states to raise funds to pay 
bonuses to veterans of the World War. (See 
Railroad Aid Bonds.) 

Bonus Stock 

Shares of stock given as a bonus to pur-. 
chasers thereof; for instance, a certain per- 
centage of common stock is sometimes given: 
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with purchases of bonds or the preferred 
stock of a corporation. This is tantamount 
to selling bonds or stock at a discount. The 
laws of some of the states prohibit the issu- 
ance of bonus stock, or else make the holder 

liable for the par value thereof. (See 
Founders’ Stock.) 

Book Credit 
See Open Account. 

Bookkeeping 
See Bank Bookkeeping. 

Books 
See Bank Bookkeeping. 

Books Close 

A term to indicate the day on which the 
transfer books of a corporation close in 
order that the transfer agent may make a 
correct list of the stockholders who are en- 
titled to receive the dividend declared but 
not yet paid. All transactions that take 
place in the stock on the day the books close, 
other than those “for cash,” are ‘“ex-divi- 
dend,” the dividend being reserved to the 
seller. (See Closing the Books.) 

Books Open 
A term to indicate the day the transfer 

books of a corporation are open for the 
transfer of stocks, after having been closed 
over an interval for the purpose of deter- 
mining the stockholders of record who are 
entitled to receive dividends, or to vote, 
etc. (See Books Close, Stock Transfers.) 

Book Value 

The value of a business as a whole, or of 
one of its assets, as shown by its accounting 
records. For instance, the book value of a 
bond is the amount at which it is carried 
on the books of its owner. Originally it 
should be entered at cost. Subsequently the 
amount may be changed to bring it into 
agreement with its amortized value, and 
sometimes with the market price, whether 
lower or higher. There is danger in re- 
cording temporary fluctuations, because there 
can be no real profit or loss before actual 
sale. 

The book value of a corporation is its net 
worth. Where there are various classes of 
owners, book value is sometimes expressed 
in terms of dollars per share of its common 
stock, after deducting the value of the pre- 
ferred stock at par. The surplus whether 

free, e. g., available for dividends, or re- 
served for some specific purpose, e. g., sink- 
ing fund, belongs to the common stockhold- 
ers. Thus a corporation that has common 

stock totaling one million dollars (10,000 
shares of $100 par value), surplus of $600,- 
000, and a sinking fund reserve of $200,000, 
has a book value of $180. 

The book value of a partnership is equal 
to the sum of the partners’ capital accounts, 
plus undivided profits, if any. The book 
value of a sole proprietorship is shown by 
the proprietor’s capital account after adjust- 
ment for profits or losses, contributions or 
withdrawals. 

Boom 

A movement characterized by industrial 
and commercial activity, rising prices, and 
sentimentally by optimism and _ speculative 
enthusiasm until unwarranted high levels are 
reached, culminating in a reaction. Booms 
are both specific and general. There may 
be specific booms in land, stocks, bonds, or 
grain, acting independently of each other. 
A general boom is one in which the value of 
all properties, securities and commodities 
rise sympathetically. (See Business Cycle, 
Inflation, Prosperity. ) 

Borrowed Bonds 

Bonds are sometimes borrowed by one 
bank from another with or without commis- 
sion because of a shortage of bonds eligible 
to secure Government deposits, or to serve 

as collateral for loans with a Federal Re- 
serve bank, in its possession. An account 
should be set up in the general ledger to 
show the liability for borrowed bonds, if 
any. 

Borrowed Stock 

A term applied to stock borrowed by 
brokers in order to make delivery on short 
sale contracts executed for customers. (See 
Short Sale.) 

Borrower 

A person or concern to which money is 
loaned. There are as many classes of bor- 
rowers as there are classes of loans. (See. 
Loans. ) 

Borrowing Peak 
A term applying to the period of a busi-- 

ness when its borrowings from banks nor- 

mally stand at the highest figure of the. 
year. Most businesses are seasonal in char- 
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acter and require more capital at some 
periods than others. The periodic recur- 
rence of the heaviest demand for working 
capital is called the seasonal peak and the 
borrowing peak is reached at this time. Bank 
credit and loan officers know when the bor- 
rowing peak for each class of trade occurs 
and plan to meet the requirements of their 
customers accordingly. While the borrow- 
ing peak varies among merchants and man- 
ufacturers, the borrowing peak for the 
largest number of enterprises occurs in the 

fall of the year. 

Borrowing Power 
The capacity of an individual, firm or 

corporation to borrow, or to procure accom- 
modation at a bank. (See Credit.) 

Boston Ledger 
A form of ledger, also known as the pro- 

gressive ledger, which has been almost uni- 
versally adopted throughout banking prac- 
tice. Instead of giving a page to each ac- 
count, as in the case of a balance ledger, the 
names of the accounts (usually 20 to 30 ona 
page) are written or printed in alphabetical 
-order vertically down the ledger sheet, with 
occasional spaces allowed for inserting new 
‘names. Preferably the names should be 

printed down the center of the page. The 
(days run horizontally across the width of 
two pages, the column for each day being 
‘divided to provide for debit and credit 
postings. 

The advantages of the Boston ledger are 
that it provides immediate availability of the 
balance of each account, which is carried 
forward each day and can be ascertained at 

a glance; quickness in posting and proving; 
and saving of space. Since there are about 
20 to 30 accounts on a page, it is not neces- 
sary to thumb so many pages in order to 
locate a given account, as in the case of the’ 
balance ledger. 

Its disadvantage is its inflexibility. It 
must be renewed frequently, not only because 
each page provides for a limited number of 
days, but also to allow for changes in titles 
of accounts. 

Bottom 

When average prices reach the lowest 
level in a major swing, the market is said 

‘to be touching bottom or dragging bottom. 
The bottom usually is reached when, or 
shortly before, a business depression is at its 
worst, confidence impaired, sales and earn- 
ings small, prices low, and buying power 

limited. It is recognized by a period of 
dullness and small price fluctuations, fol- 
lowing a long,’ consistent, downward trend 
in prices. It is characteristic of the market 
to make two low dips at either end of the 
low level, before the reverse trend sets in. 

This is known as the double bottom, and is 
regarded as an indication that the downward 
price movement has been concluded. Inas- 
much as the bottom marks the lowest ebb of 
business, it also heralds the beginning of the 
next major swing upward. (See Business 

Cycle, Movement, Speculative Cycle, 
Swings. ) 

Bottom Dropped Out 
A sharp decline in prices occurring when 

the market is already believed to be well 
liquidated, or touching bottom, thereby cre- 
ating a panicky condition. 

Bottom Price 

The lowest price; the price at which a 
single security, or the market average, 
reaches the lowest point in a single day’s 
trading, or in a major or minor movement. 

Bottomry 
A loan secured by a lien on a vessel. (See 

Bottomry Bond.) 

Bottomry Bond 
A document by which the master of a 

ship pledges the vessel as collateral for a 
loan. This may become necessary when a 
ship is in a foreign port and certain repairs 
are indispensable to enable it to continue its 
voyage, and the master has no other means 

of raising funds. A master has no author- 

ity to bind a shipowner, except in case of 
necessity, and the lender must use caution to 
see that the repairs are urgent. Sometimes 

the master pledges both the vessel and its 

cargo for a loan. In this case the document 
is a respondentia bond. (See Respondentia. ) 

Bourse 

A name which applies quite generally to 
the stock exchanges in the principal cities 
of continental Europe. “Boerse” is the 
Dutch, and “Bolsa” the Spanish spelling. 
The word is usually capitalized in order to 
distinguish it from the French “la bourse,” 
which means “the purse’”’. 

The principal Bourses of Europe are 
those in Paris, Amsterdam, Berlin, Vienna 

and Madrid. (See Paris Bourse.) 
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Bradstreet’s 

The name of one of the principal mercan- 
tile agencies in the United States. This or- 
ganization is also well known for its weekly 
magazine, “Bradstreet’s,’ which reviews 
current business and _ credit conditions 
throughout the United States, and for its 
index-number of wholesale prices. (See 

Index-Numbers, Mercantile Agencies. ) 

Branch Banking 
The system of banking in which a banking 

institution conducts branches or district of- 
fices at locations other than at the main or 
head office, as distinguished from independ- 
ent banking. In many foreign countries, 

notably in Canada, England, France and 
Germany, the branch system of banking pre- 
vails. In Canada, 17 chartered banks fur- 
nish banking facilities throughout the Do- 
minion through about 4,650 district offices. 
In England, 75 per cent. of the banking 
business is handled by five banks, some of 
which have 1,500 or more branches. The 
Bank of France is required to have at least 
one branch in each French Department. The 
Bank of Germany maintains about 500 
branches. 

In the United States, on the other hand, 

banking is usually conducted by local insti- 
tutions, owned by local capital, managed by 
resident officers, and having a single office. 
The Comptroller of the Currency has inter- 
preted the National Bank Act to restrict a 

national bank to one office, but the act ex- 

pressly permits state banks converting into 
national banks to retain any existing 
branches. National banks have, in some in- 
stances, acquired branches by the purchase 
of a state bank or trust company already 
having branches. In April, 1922, the First 
National Bank of St. Louis opened branch 
offices within the limits of that city, on the 
advice of counsel, on the ground that the 
charter does not prohibit branches so long 
as they are confined within the city in 
which the main office is located. 

State banks and trust companies are usu- 
ally permitted to organize a limited number 
of branches in the state of incorporation. 
Certain restrictions are imposed, such as 
minimum capital and number of branches 
per unit of population. In some states, state 
banks and trust companies are also permitted 
to establish branches in other states and in 
foreign countries. In New York state, for 
instance, state banks and trust companies 
may establish branches in another state or 
in a foreign country, upon approval of the 
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Superintendent of Banks in New York 
state, and if permitted by the banking off- 
cials of the other state or foreign country. 
To qualify, however, the institution must 
have a combined capital and surplus of at 
least $1,000,000. National banks having a 
combined capital and surplus of at least 
$1,000,000 may also establish foreign 

branches. 
The branches of a bank are considered 

separate and distinct. Checks drawn on a 
particular branch are usually not payable 
at another branch or at the main office. If 
deposited for credit at another branch, they 
are cleared through the clearing house, in 
the same manner as a check drawn on a sep- 
arate institution. Similarly, notes payable 
at a branch office may not be presented for 
payment at the head office or any other 

branch cffice. 
Federal Reserve Banks are authorized by 

the Federal Reserve Act to establish 
branches both at home and abroad. Twenty- 
three branches of the Federal Reserve banks 
are already in operation in the Unnred States, 
but none has been established in foreign 

countries to date. 
The advantages claimed for branch bank- 

ing over independent banking are greater 

unity of policy, uniformity in regional in- 
terest rates, larger capital behind each office, 

shifting of funds to where they are most 
needed, permits small localities to be served, 
mobilization of reserves for the general 
benefit, expert supervision from the home 
office, and smaller overhead costs. (See 

Bank of England, Canadian Banking Sys- 
tem, Federal Reserve Bank Branches, For- 
eign Agencies, Foreign Branches.) 

Branch Banks 

See Branch Banking. 

Branches 
See Branch Banking. 

Branch Offices 
See Branch Banking. 

Brassage 
A charge formerly, but no longer made, 

by the principal commercial nations for coin- 
ing bullion into standard money. England 
abandoned brassage charges in 1666 and the 
United States in 1875. The various United 
States mints will exchange gold coins con- 
taining as much fine gold as is contained 
in crude bullion brought to the mint, deduct- 
ing a small percentage for assaying, refining, 
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and for the alloy. Gold coins are exchanged 
weight for weight for bullion of standard 
fineness without any deductions whatsoever. 
Brassage should not be confused with 
seigniorage. (See Alloy, Coinage, Ma£nt, 
Seigniorage. ) 

Break 

An expression used to indicate a sudden 
and sharp undermining of prices occurring 

on a stock or other exchange. 

Break in the Market 

See Break. 

Break Even 

An expression meaning to conclude a 
transaction, purchase and sale, or vice versa, 
with neither a profit nor a loss. 

Bring Out 
To place a new issue of securities on the 

market by an investment house or syndicate; 
to make a public offering of a new issue. 

British Banking System 
See Bank of England, Joint-Stock Banks. 

British Treasury Bills 
See Treasury Bills. 

Broad Market 

A stock market expression used to denote 
that a large proportion of the stocks listed 
are being traded in. Broadness and activity 
accompany each other and usually indicate 
public participation. A broad market, as op- 
posed to a narrow market, also applies to 
a particular stock, and indicates that fre- 
quent bids at close prices exist for that stock, 
that the sources of demand for it are many 
and diverse, and that trading in it is com- 
paratively active. 

Broad Street 

A street in the financial section of New 

York City, and by extension like Wall Street 
another name for financial New York. 

Broken Lot 
Same as Odd Lot (q.v.). 

Broker 

An intermediary or middleman who brings 
together buyers and sellers of the same secu- 
rity or commodity, and executes their orders, 
receiving a commission or brokerage there- 

for. A broker is a specialist, and accord- 
ingly well versed in the’ technique of his par- 
ticular market, knowing the sources of de- 
mand and supply, and being an expert on 
prices and price trends. There are many 
kinds of brokers, e. g., stock, grain, cotton, 
produce, note, ship, real estate, mortgage, 

etc. 
The relation between customer and broker 

is that of principal and agent, and in most 
cases, e. g., stock exchange broker, the 
broker is a special agent. 
A stock exchange broker is a member of 

the stock exchange, and is bound not only 
by law but also by the rules of the ex- 
change. He acts as agent in the execution 

of buying and selling orders, and in the case 
of margin accounts, borrows money in be- 
half of his customers and is their creditor. 
For amounts loaned he is entitled to charge 
what the money costs plus a handling charge. 
Such a broker is entitled to hypothecate his 
customers’ securities, but in no case to sell 
them, except in case of failure to respond 
to a margin call. (See Agent, Brokerage, 
New York Stock Exchange, Stock Jobber.) 

BIBLIOGRAPHY 

R. L. Smittey: You and Your Broker, 
1920. 

H. S. Martin: New York Stock Ex- 
change (1919), pp. 153-168. 

Brokerage 
A charge made by a broker for executing 

the orders of his customers. The basis of 
the charge usually is arranged beforehand, 
and may be a percentage of the selling price, 
a fixed fee, or a fixed fee per unit of sale. 
This term has been replaced largely by the 
word Commission (q.v.). 

Brokers’ Board 

A name sometimes given to a stock ex- 
change because only broker members are 
admitted to the floor. 

Bronze Coins 

One-cent pieces, sometimes known as 
coppers, and as pennies, are the only bronze 
coins now minted in the United States. One- 
cent pieces consist of 95 per cent. copper 
(45.60 grains), 4 per cent.tin (1.94 grains), 
and 1 per cent. zinc (0.48 grains), total 
weight, 48.00 grains. They are legal tender 
in amounts not exceeding 25 cents in any 
one payment, and may be redeemed in law- 
ful money upon presentation in sums of 
$20 or multiples thereof. 
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Two-cent bronze pieces, the coinage of 
which was discontinued in 1864, were of the 
same composition as the present one-cent 
pieces. The bronze coins of England and 
France have the same composition as those 
of the United States. 

Bucketeer | 

A stock exchange, grain, cotton’or other 
broker who does an illegitimate business. 
(See Bucket Shop.) 

Bucketing 
See Bucket Shop. 

Bucket Shop 
A dishonest and illegitimate brokerage 

house, which usually operates in stocks, 
grain or cotton. The essence of bucket- 
shop operations is the non-execution of cus- 
tomer’s orders, or, if executed, the stocks 
are again bought or sold through a “house” 
account, or “dummy” account, so that at 
the end of the day’s business no securities 
are held. The bucket shop takes a position 
in the market opposite that of the customer, 
and since the prevalent attitude of the ama- 
teur speculator is that of a Bull (q.v.), the 
position of the bucket shop is normally that 
of a Bear (q.v.). Consequently, a falling 
market is profitable for the bucket shop, 
while a rising market is apt to precipitate it 
into bankruptcy. The bucket shop is thus a 
place where the broker bets against the cus- 
tomer without his consent. It is a place 
where wagers are made on security quota- 
tions, and dealings are in profits and losses 
rather than in the securities themselves. 
Whereas the legitimate broker merely acts 

as agent for his customer and executes his 
orders accordingly, the bucketeer stakes his 

judgment against that of the customer. 

The success of the bucket shop consists 
in misleading its customers, accepting inade- 
quate margins, upon the ability to get stock 
exchange quotations, and upon a falling 
market. 

Anti-bucket shop laws have been enacted 
in most of the states, and the rules of every 
reputable exchange expressly prohibit the 
bucketing of orders, violations being pun- 

ishable by expulsion. 

Budget 
A term originally applied to an itemized 

schedule of estimated government receipts 
from taxation and expenditures covering the 
fiscal year, prepared in advance as a guide 
or control for government finances. The use 
of the term is now extended to apply to any 
estimate of income and expenses, whether 
for a government, business, or household. 

The purpose of a budget is to control ex- 
penditures with a view to keeping them in 
proper relationship with income and with one 
another, 7. e., to co-ordinate the financial 
plans and estimates in advance, in order to 
enable the management to check up actual 
with projected operations, and to provide for 
discrepancies as they occur. The business 
budget idea has been adopted by most pro- 
gressive concerns in recent years as a scien- 
tific means of co-ordinating all activities, 
and predetermining profits. 

The business budget is usually prepared by 
the treasurer or comptroller, acting in con- 
junction with a planning department, or a 

TYPICAL BUDGETS FOR VARIOUS INCOMES* 

For an average American family—two adults and two children 

NECESSITIES 

INCOME (Per Month) - 
Operating 

Per Per Main- 
Year Cent Food Shelter Clothes tenance 

$ 2,500 79.2 $ 55 $ 45 235 $ 30 
3,000 74 60 50 40 35 
3,500 IP 65 60 45 40 
4,000 69 70 60 50 50 
5,000 66 75 70 60 70 
7,500 56 100 100 75 i fis 
10,000 51 100 125 5 125 
12,500 42.2 100 12 90 125 
15,000 Six2 115 125 100 125 
20,000 34.5 150 150 125 150 
25,000 33.6 175 200 Leo 200 
30,000 33 200 250 150 225 
40,000 27.8 200 250 175 300 
50,000 27.6 250 300 200 400 

committee of department heads. Estimating 

ADVANCEMENT SURPLUS 
—(Per Month)— (Ins. and Inc. Tax not deducted) 

Per Education Rec- Per Per Per 
Cent reationetc. Cent Month Year 

ib $ 23.33 9.6 $ 20.00 $ 240 
12 30.00 14 35.00 420 
12.6 36.67 15.4 45.00 540 
14.5 48.33 16.5 55.00 660 
14.5 60.42 19.5 81.25 975 
16 100.00 28 175.00 2,100 
17 141.33 32 267.00 3,204 
17 176.67 40.8 425.00 5,100 
16.8 210.00 46 575.00 6,900 
16 266.67 49.5 825.00 9,900 
16.4 341.66 50 1,041.67 12,500 
17 425.00 50 1,250.00 15,000 
18.2 608.33 54 1,800.00 21,000 
18.4 766.67 54 2,250.00 27,000 

* Published by Halsey, Stuart & Co., New York City. 
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expenses and sales is based upon the experi- 

ence of former years modified by a consid- 
eration of current trade conditions and sales 
policy. A budget may be complete or par- 

Savincs oF A $5,000 Man 

King’s “Technical’s” 

Items Budget Budget 
POG: SOON Caren dens $1,200 $ 830 
Rent acinie ucts 900 670 
Clothing ix;.2:.ctawentehocs 400 400 
Amusements. ..........000+ 250 100 
House Furnishings ...... 150 100 
EL CU Ced IONE 5 sys tte aees sine 150 300* 
Prcidetitals ec.a..accsteens 350 1,000 

$3,400 $3,400 
Balance for Insurance 

and Investment ........ 1,600 1,600 

Totalvenn cee $5,000 $5,000 

* Plus Charity. 

tial, 7. e., a master budget or sub-budget. 
A master budget comprehends the entire 
range of financial activities, while a partial 
budget is limited to estimates for a single de- 
partment, e. g., advertising. 

- The finances of the United States Govern- 
ment are controlled by a budget under the 
supervision of the Director of the Budget. 

Tables of typical family (household) 
budgets for various incomes are presented 
herewith. (See Bureau of the Budget.) 

BIBLIOGRAPHY 

J. O. McKinsey: Budgetary Control, 
1922. 

A. E. Buck: Budgct Making, 1921. 

Budget Bureau 
See Bureau of the Budget. 

Building and Loan Association 
A moneyed corporation similar in organ- 

ization to a savings bank and designed to 
encourage saving and to permit its members 

to acquire homes on easy terms. The New 
York banking law defines a building and 
loan association as: “A domestic moneyed 
but non-stock corporation organized for the 
purpose of encouraging industry, frugality, 
home-building, the saving of money by its 

members, the accumulation of savings, the 

lending of such accumulations to its members, 
and the repayment to each member of his 
savings when they have accumulated to a 

certain sum, or at any time when he shall 

desire the same, or the association shall de- 

sire to repay the same. The term, ‘savings 

and loan association,’ shall include every cor- 

poration, company or association doing busi- 
ness in this state and having for a part of 

its title or name the words ‘building asso- 

ciation, ‘building and loan association,’ 

‘building and mutual loan association,’ ‘sav- 

ings and loan association,’ ‘savings associa- 

tion,’ ‘co-operative loan association’ or ‘co- 

operative bank,’ and every corporation, com- 

pany or association whose shares are wholly 
or in part payable by a cumulative fund in 
regular or periodical installments.” 

They are the oldest form of co-operative 
credit institutions whose operations are al- 

most exclusively confined to the local zone 
which they serve, and besides the titles men- 
tioned above in the New York banking law 

are known as homestead aid associations, 

mutual loan associations and building socie- 
ties. 

There are several plans of operation, e. g., 
the Philadelphia plan, and the Dayton plan, 
but all are modifications of the same prin- 
ciple. The associations are capitalized by 
selling shares to members on the installment 

plan. Certain weekly or monthly sums are 
due until the full amount paid with interest 
accrued equals the maturing value, which 

usually ranges from $100 to $200. Shares 
are given two values, a holding or actual 

value, and a withdrawal value. At maturity 
the actual value is the par value, and is the 
value upon which loans, not exceeding 85 
per cent. thereof, are made. The withdrawal 
value is less than the actual value, and is 
the amount the owner may withdraw prior 
to the maturity of the share. In the Day- 
ton plan, however, no penalties are imposed 
for withdrawal before maturity, since it is 
the intention under this plan to encourage 
non-borrowing members to purchase shares 
for the sake of the interest.’ 
When accumulations are sufficient they 

are loaned to the member who offers the 
highest rate of interest, 7. e., the highest 
bonus in addition to the regular rate, with 
the shares as collateral, which are assigned 
to the association. In the meantime interest 
is paid upon the loan along. with unpaid 

installments on the stock until it matures, 
when it is applied against the principal of 
the loan and any balance is returned to the 
member. 

Building and loan associations furnish one 

of the best aids to compulsory periodic sav- 
ings yet invented, and usually have proved 
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profitable for their members. In 1918 
there were 7,484 of these institutions in the 

United States with total assets of $1,898,- 
344,346. 

Bulge 
A stock market expression to denote a 

small and sudden, but unsustained, advance 

in security prices. 

Bull 

A common term used among operators in 
various markets, and applied to a person who 

believes that security or commodity prices 
will rise, and who buys on that assumption. 
“One who buys stock with the expectation 
of making a profit through a rise in price; 
he is said to be ‘long of stock’.’’* 

Bulls are market optimists and take a 
favorable or constructive view of business 
conditions. On the grain and cotton mar- 
kets, however, a bull may be one who ex- 
pects a rise in prices through a blight, flood, 
drought, frost, or some other unfavorable 
development that causes higher prices by 
creating a shortage. 

One may be a bull on a particular security, 
but without being “bullish” on the entire 
market. It is said that some persons are 
always bulls and some persons are always 
bears. The successful trader is chronically 

likely to be neither one nor the other, but 
adjusts his attitude, whether it is “bullish” 
or “bearish” to fundamental conditions. 

Bull Campaign 
A concerted movement among a group of 

operators to force prices up without enter- 
ing into a pool. - (See Campaign.) 

Bull Clique 
A stock market expression used to denote 

a combination of individual operators or 
financial interests working for an advance 
in prices. (See Clique.) 

Bullion 

Metal in the mass; gold or silver in the 
crude or in the form of bars, lumps, ingots, 
or nuggets, whether of standard or other 
fineness, as distinguished from minted coins, 
which are known as specie. Gold bullion, 
usually in the form of bars, is employed 
in the settlement of international balances, 

its value being determined by its weight and 
fineness. (See Assay Office, Coinage, Mint.) 

*Goldman: A Handbook of 
Laws. 

Stock Exchange 
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Bullion Broker 

A person or firm which deals in gold 
bullion for the purpose of supplying bank- 
ers and exporters who require it for the 

purpose of shipment, i. ¢., settling foreign 
trade balances, or to take advantage of a 

higher price in a foreign market. Sales are 
also made to jewelry and dental manufac- 
turers. Gold bars also may be purchased 
from the various United States Assay 

Offices in lots of $5,000 or over. Smaller 
amounts must be purchased from bullion 
brokers at a premium, varying according to 

weight and fineness. New York City and 
other banks located where United States 
assay offices are established, supply their 
correspondents with gold bullion. 

Bullion Points 

See Gold Points. 

Bullion Value 

The commercial or market value of a 
coin as metal, as distinguished from its face 
or coin value. Among gold standard coun- 
tries, gold being the standard of value, the 
bullion or commercial value of a gold coin 
(omitting abrasion), is identical with its 
face value. This is due to the fact that 
since gold is coined without limitation as 
to quantity and has unlimited legal tender 
power, parity between its value as bullion 
and value as coin is assured. The bullion 

value of silver coins (dollars, half dollars, 
quarters and dimes), and of minor co:ns 

(5c and Ic pieces), is considerably less than 
the face or coin value, the difference being 

dependent upon the current market price of 
the metal contained in these coins. It is for 
this reason that the legal tender quality of 
subsidiary silver and minor coins 1s limited. 
“(See Gold Standard, Silver Dollar, Token 
Money.) 

Bull Market 

A market in which the bulls are in as- 
cendancy and optimism and rising prices 
prevail. In such a market short selling is 
reduced to a minimum, sales being confined 
largely to long stock. While there are al- 
ways technical reactions in a bull market, 

due to profit-taking on long stock and scat- 
tered short selling, there is always the ex- 
pectation that the market will move to higher 
levels. The term usually applies to long- 

term swings of the market. In the past, the 

average bull market in stocks has run about 

two years. Recent bull markets have been 
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those of 1904-1905, 1908-1909, 1915-1916, 
1918-1919, and 1922. (See Speculative 
Cycle.) 

Bull Pool 
See Bull Clique, Pool. 

Bunched 

This term has two meanings: 
(1) An expression used to denote con- 

secutive sales of the same security at the 
same or different prices recorded on the tape 
of a stock exchange ticker. 

(2) When brokers combine orders from 
different customers for execution in a single 
transaction, they are said to be “bunched”. 
This practice is contrary to the rules of the 
New York Stock Exchange. 

Bunco 

The practice of cheating or swindling by 
so-called confidence men, who play upon the 
credulity and avarice of their victim. After 
winning the confidence of the intended vic- 

tim, the favorite practices are to induce 
him to purchase worthless stock, to cash a 
“bogus” check, or impose counterfeit money 
upon him. (See Swindling.) 

Bunco Game 

See Bunco. 

Buoyant 
A stock market expression used to denote 

that prices have a rising tendency. 

Bureau of Crop Estimates 
See Crop Reports. 

Bureau of Engraving and Printing 
One of the bureaus under the control of 

the Treasury Department and located in 

Washington, D. C. Its function is to design, 
engrave, print and finish the various kinds 
of United States paper money, United States 
bonds, postage stamps, postal cards and en- 

velopes, and revenue and customs stamps. It 

also engraves and prints pension certificates, 
commissions, disbursing officers’ checks, and 
portraits of deceased congressmen and sena- 
tors, when authorized by law. (See Treas- 
ury Department.) 

Bureau of the Budget 
One of the bureaus of the Treasury De- 

partment of the United States created by an 

Act of Congress, passed June 10, 1921. The 
bureau is under the supervision of the Di- 
rector of the Budget, and prepares for and 
submits to the President the annual national 
expense budget. This bureau is empowered 
to ‘assemble, correlate, revise, reduce, or in- 

crease the estimates of the several depart- 
ments and establishments.” 

Bureau of Trusts 

One of the bureaus of the Alien Property 
Custodian upon which “rests the continuing 

responsibility of conserving, administering, 

and accounting for the properties of enemies 

as long as the office exists. Although the 
Bureau of Trusts is the largest bureau in 

the office of the Alien Property Custodian, it 
would have been many times its actual size 
but for the depositaries which Congress pro- 
vided for in the (Trading with the Enemies) 
act. Over 500 banks and trust companies 

have been so designated throughout the 
country and its territories and insular pos- 
sessions.” (Kirkbride, Sterrett and Willis: 
The Modern Trust Company, p. 16.) 

Business Barometers 

Trade data; indices of industry and com- 

merce; statistical indicators of business 

conditions; fundamental and comparative 

business statistics by which business volume, 

activity, credit supply, price trends, profit 

prospects and investment opportunities may 
be measured. Like weather barometers 
which forecast meteorological conditions, 
business barometers are statistics used as 
instruments to forecast business, credit and 
investment tendencies. 
A vast amount of statistical data relating 

to business is now prepared in the United 
States by the Government, co-operative 
trade associations, individual businesses, trade 
journals, and private economic and statistical 
bureaus engaged in the business of business 
analysis and forecast. While the United 
States has made important progress in sta- 
tistical compilations in the past ten years, 
and is probably ahead of any other nation, 
from the viewpoint of the barometrician the 
gaps in business data still leave much to be 
desired. 

Business barometers when analyzed and 
interpreted by trained business men and 
business analysts afford a basis for the scien- 
tific appraisal and forecast of business con- 
ditions and prospects which is particularly 
useful in business planning. The chief risks 
of business consist of estimating consump- 

. 

ae 
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tion, production costs, and prices. Sales 
policies and the production programs largely 

depend upon knowing probable sales and 
prices in advance. In a word, the business 
man is in a position to eliminate much of 
the risk of business if he can successfully 

forecast price trends which are equally im- 
portant on the buying and selling sides. In 

the lumber industry, for instance, the neces- 

sary barometers for accurately predicting 

future price trends on the supply side would 

be: (1) production, (2) shipments, (3) ac- 

cumulated stocks on hand, (4) _ invisible 
stocks, (5) cost of production, and (6) raw 
material reserved. On the demand side the 
barometrician would want to have the fol- 
lowing data: (1) current orders, (2) cur- 
rent deliveries, (3) purchasing power, (4) 
potential demand as shown by trade reports 
from the customary markets, e. g., building, 
furniture, vehicles, etc., and (5) changes in 
public taste. 

Barometers are sometimes divided into 
three classes—business, investment, and 
credit. While the separation may be ad- 
vantageous from some points of view, it 
should be recognized that they are mutually 
interdependent. Good business conditions 
depend upon favorable credit conditions; 
likewise security prices are dependent upon 
the state of business and credit. 
New York Stock Exchange quotations 

probably constitute the best single “all- 
purpose” business barometer because they 
represent the composite judgment of hun- 
dreds of business men, investors and pro- 
fessional speculators. The history of price 
movements on the New York Stock Ex- 
change shows that these movements antici- 
pate with amazing accuracy business and 
profit trends in the United States. Stock ex- 
change price movements usually foreshadow 
or “discount” changes in the business situa- 
tion from three to nine months ahead, and 
if properly interpreted became a valuable 
barometric index of future conditions. It 
also indicates the channels in which capital 
may be most profitably invested, as well as 
the errors of promoters, bankers and finan- 
ciers in the misapplication of capital. 

Business barometers are sometimes sub- 
divided in four classes: (1) measures of 
business activity (volume of trade), (2) 
measures of production, (3) measures of 
consumption, and (4) measures of price 
trends and profit prospects. While these 
are naturally dependent on one another, it 
may prove useful to keep them distinct. 
They are presented as follows: 

MEeEAsuRES OF Business Activity (VoLUME 
or TRADE) 

Railroad gross earnings. 
Car loadings. 
Bad order cars. 
Bank clearings. 

Debits to individual accounts. 
Imports and exports. 
United States postal receipts. 
Unfilled steel tonnage. 
Port clearances and idle shipping ton- Oo FON AS Ne 

10. Shipments of grain and live stock. 
11. New enterprises. 
12. Alien migration. 
13. Unemployment. 

MEASURES OF PRODUCTION 

1. Government crop reports of estimated 
and actual yields. 

22a Pigeiton: 
3. Steel ingots. 
4. Copper. 
5. Building contract awards (permits), 
6. Bituminous coal. 
7. Lumber. 
8. Crude petroleum. 
9. Active cotton spindles. 

10. Kilowatt hours generated by public 
utilities. 

MEASURES OF PRICE TRENDS AND PROFIT 

PROSPECTS 

1. Index numbers of wholesale prices. 
(See Index Numbers.) 

2. Prices of basic commodities, e. g., 
grains, cotton, steel, pig iron, copper, petro- 
leum, coal, rubber, live stock, lumber, silk, 
eLc 

3. Average prices of bonds and stocks. 
4, Reports of earnings of basic indus- 

tries, public utilities and railroads. 
5. Dividend disbursements of key indus- 

tries. 
6. Business failures. 
7. New domestic capital issues. 
8. New incorporations. 

CrEDIT BAROMETERS 

1. Federal Reserve System ratio of re- 
serves to liabilities. 

2. Ratio of deposits to loans for mem- 
ber banks. 

3. Money rates for: (a) call loans, (b) 
time loans, (c) bankers’ acceptances, (d) 
commercial paper, (e) open market trans- 
actions. 

4. Federal Reserve rates of rediscount. 
5. Federal Reserve notes in circulation. 
6. Official estimates of monetary stock. 
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Gold movements. 

Gold production. 
Excess bank reserves. ae a 

INVESTMENT BAROMETERS 

Money rates. 
Average bond prices. 
Average stock prices. 

Municipal bond sales. 
. Activity of the New York Stock Ex- 

change. 

6. New capital issues. 
7. Refunding issues. 

is mits edly Ser 

(See Business Cycle, Business Forecasting 
Services, Fundamental Conditions, Invest- 
ment, Market Sentiment, Speculative Cycle.) 
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Business Cycle 
An interval which embraces alternating 

periods of business prosperity and depres- 
sion. It is one of the most significant phe- 
nomena of the capitalistic regime and ap- 
pears to be an outgrowth of our modern 

credit system in which production takes 
place in advance of consumption. Business 
volume and commodity prices do not remain 
constant, but are subject not only to sea- 
sonal variation, but to long-term fluctuations. 

In other words, business travels in waves, 
and excesses of activity appear to be coun- 
teracted by excesses of depression. Bor- 
rowing from the physical sciences, Mr. R. 
W. Babson, one of the best-known business 
forecasters, constructs his theory of the 

business cycle on the principle that action 

and reaction are equal, or that periods of 
business prosperity in so far as they are in 

excess of normality, are compensated for by 
periods of depression. 

According to this last authority the busi- 
ness cycle comprises four distinct phases 
which are called the period of: (1) pros- 
perity, (2) decline, (3) depression, and (4) 
improvement. S. S. Huebner in his book en- 
titled “The Stock Market,” divides the cycle 
into five periods as follows: (1) business 
depression, (2) reviving business, (3) new 
enterprises, (4) intense prosperity, and (5) 
violent liquidation in security markets. 

BANKING AND FINANCE 

The author divides the business cycle into 
more or less distinct periods, enumerated and 

described as follows: 

(1) Crisis—This is the turning point or 
decisive moment which marks the collapse of 
the period of prosperity, inflation, extrava- 
gance and high prices. It is usually initiated 
by a buyers’ strike as a reaction from high 

prices. Before the inauguration of the Fed- 
eral Reserve System a crisis was likely to 
be followed by a panic. This is primarily a 
financial phenomenon characterized by a 
collapse of the credit structure, universal 
demand for money payments, lack of confi- 
dence in the ability of debtors to pay debts, 
and usually by a series of important business, 
brokerage and banking failures. Banks are 
the storm centers of panics, since everyone 
is experiencing difficulty in securing an ade- 
quate supply of cash. If important failures. 
occur, “runs” are likely to be made upon the 
banks, and a great strain is placed upon the 
banking system. Since no panics have oc- 
curred subsequent to the establishment of the 

Federal Reserve System, and since reserves. 
are concentrated and mobile, and hand-to- 

mouth currency readily available through 
rediscounting, it is believed that the country 

is now panic-proof. 

(2) Emergency Liquidation — Following 
the crisis (and panic if there is one) comes 
a period of emergency liquidation. During 
the previous period of prosperity production 
has been at a high rate, leading to an over- 
stocking of goods at high prices. When the 
crisis announces the end of the period of 
high prices, businesses are eager to unload 
or to “get out from under” before prices. 
decline further. There is, moreover, an over- 
supply of goods and a shortage of cash. 
Quantities of goods are, therefore, placed 
on the market for what they will bring. 

(3) Depression—This is a _ period of 
“hard times” in which the disturbance in the 
normal equilibrium between supply and de- 
mand is still felt. Prices are low and efforts. 
are made to work off the excess of goods. 

There is a drastic curtailment of production, 
resulting in widespread unemployment, re- 
duction or elimination of profits, accumula- 
tion of money supply through the deflation 
of credit, and a general practice of econ- 
omy. There is a constant “feeling for the 
bottom” in the price movement. 

(4) Readjustment—When the bottom of 

the price movement has been struck, the 

period of readjustment begins. It is char- 
acterized by irregular and uneven price 
movements which are in process of stabiliza- 
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tion and harmonization; also by sharp com- 

petition, lower production costs, elimination 

of the inefficient (numerous business fail- 

ures) but with the return of more cheer- 

ful sentiment. 

(5) Recuperation or revival—The period 
of readjustment blends so imperceptibly into 

the recuperative phase that the latter is not 

easy of detection. By this time the deflation 
process has been completed, bank reserves 
are high and interest rates are low. Lower 
prices begin to stimulate demand, first no- 
ticed at the retail stores. Recuperation may 
be hastened by such propitious events as 
bumper crops, increase in foreign trade, or a 
boom in building. The increase in retail de- 
mand communicates itself to the wholesaler, 
jobber and manufacturer, until normal con- 
ditions reappear. 

(6) Prosperity — The economic forces 
which account for the revival also account 
for prosperity except that they act more in- 
tensely. As the demand for goods increases 
industry picks up, more labor and capital 

are employed, as a result of which purchas- 
ing power is increased. This, in turn, stim- 

ulates demand, and because stocks have be- 

come depleted production and deliveries lag 
behind orders. This condition leads to in- 
creased production costs and contract re- 
newals at higher rates. As costs advance, 
prices, wages, rents and interest rates rise. 
A large volume of business is being done on 
a rising market and business men are mak- 
ing large profits and faborers high wages. 
For a time, at least, the prosperity is cumu- 
lative, since purchasing power increases in 
proportion. 

(7) Over-extension and speculation—Un- 
fortunately the period of prosperity does not 
last. It contains elements of danger. Sooner 

or later businesses find existing facilities in- 

adequate to supply the demand. This leads 

to an expansion of facilities acquired at high 
costs. Output is increased, but also at higher 
costs. The program of expansion has tight- 
ened credit and raised interest rates, but the 

lure of profits, due to rising markets, pro- 
vides a powerful incentive for businesses to 
produce at the maximum. Prices rise, prof- 
iteering sets in, extravagance in consumption 
appears, and credit becomes inflated. In the 
final stages, costs rise more than selling 

prices, due to the decline in the efficiency in 
labor, rising raw material prices, and higher 
interest rates. Speculation for further rise 
in prices tends to make prices rise higher 
than warranted, finally resulting in a buyers’ 

strike. This leads to a crisis. 

While a business cycle is a rhythmical 
phenomenon, it has no definite periodicity, 
ce. g., three years, seven years, or twenty 

years. No two business cycles are alike, 
but rather consist of a different combination 

of factors. The accompanying chart, published 
by the Standard Statistics Company (New 
York City), shows the business cycles that 
have occurred in the United States since 
1901. The business line in this chart is 
to be correlated with the curve of stock 
prices and money supply. It will be noted 
that the money supply line is the basis, or 
signal, upon which the other two lines take 
their cue. Just as the money supply line 
precedes the movement of the line of stock 

prices (though in opposite direction), so the 
line of stock prices precedes the business line 
in both the upward and downward swings. 
(See Business Barometers, Business Fote- 

casting Services, Speculative Cycle.) 
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Business 

Business Failures 

See Failures. 

Business Forecasting Services 
If cyclic movements of prices in commodi- 

ties, securities and money actually occur, as 

explained under the term Business Cycle 
(q.v.), and business conditions and _ price 

movements are subject to analysis and in- 
terpretation as explained under the term 
Business Barometers (q.v.), then price 
movements become, in part at least, amen- 
able to scientific forecast. While most busi- 
ness men recognize the validity of the prin- 
ciples underlying the business cycle and the 
importance of watching business barometers, 
few regard themselves as capable of ana- 
lyzing and interpreting available data first 
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EXPLANATION OF CURVES IN CHART 
HEAVY CURVE ending with -++ sign depicts the ratio of deposits to loans of some 800 reporting 

Federal Reserve Member Banks, after corrections have been applied for gold deposits. The curve is 
plotted in percentage deviation from normal. Normal is estimated on the basis of experience during the 
period December, 1917-November, 1922, and is shown by the heavy horizontal line which bisects the 
black shaded area labeled ‘“‘Normal Zone for Actual Credit Supply.” The cross shows the position as of 
Septemher 1, 1923. 

LIGHT CURVE shows the reserve credit supply as indicated by the ratio of total reserves of the 
12 Federal Reserve Banks to their deposit and Federal Reserve Note liabilities combined. The area 
marked with vertical lines, merely emphasizes the volume of the reserve credit supply. The curve is 
charted on a scale showing the actual reserve ratio. Normal (shown by the black horizontal line through 
the upper section of the chart) is arbitrarily placed at 60. 

SOLID CURVE in the UPPER section of the chart depicts the average rediscount rate of the 12 
Federal Reserve Banks for 60-90 day commercial paper. This curve is plotted on an inverted scale, so 
that it will move in rhythm with the other curves. It shows the DISPOSITION of the Federal Reserve 
authorities to allow the reserve credit supply to be utilized. 
; SOLID CURVE in the LOWER section of the chart shows the average price of 25 railroad and 25 
industrial stocks. It is plotted on a dollar scale. 

BROKEN CURVE shows the trend of business activity as reflected by debits to individual bank 
accounts outside New York City. This curve is charted in relatives, the average month for the 
period 1920-21 being taken to equal 100. Bank debits not being available for the year 1918 and 1919, 
the curve for those years is based on bank clearings. 

* Permission of Standard Statistics Company, New York City. 
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hand. Business forecasting has, therefore, 
become a specialized profession. 

Several statistical organizations are en- 

gaged in the business of selling business, 
speculative and investment forecast services. 
The best 
are: Babson Statistical Organization, Inc. 
(Wellesley Hills, Mass.), Standard Statis- 
tics Company (New York City), Brookmire 
Economic Service (New York City), Har- 
vard Bureau of Economic Research (Cam- 
bridge, Mass.), Bankers’ Economic Service 
(New York City), and Moody’s Investment 
Service (New York City). In addition, 
there are bulletins published usually for free 
distribution by banks, stock exchange com- 
mission houses and bond houses. 

Business and investment forecasting serv- 
ices are sold’ out of recognition of the fact 
that the largest profits in business and in 
speculative commitments are derived from 
anticipating price changes. If forecasts are 
accurately made they may become the source 
of increased profits for the subscribers. 

These services are usually divided in sev- 
eral parts in order to make an appeal to 

business men who are primarily interested 
in commodity price changes and general 
business conditions, to speculators who are 
interested in stock and commodity market 
prices, and to investors who are interested 
in bonds. The Standard Statistics Company, 
for example, offers a daily trade service 
which is a survey and forecast of develop- 
ments in the general business field, including 
the financial, commercial, legislative, price 
and labor outlook, as well as the various key 
industries which lie at the base of all 
business. Included with this service is a 
chart market index which is a cross-section 
of general business conditions, showing 
graphically the trends of credit supply, stock 
market averages and business. It is a con- 
densed picture of security and business pros- 
pects. The appeal of this service is to the 
executive, sales department and purchasing 
agent. A separate service is offered to ap- 
peal to the stock broker, speculator, invest- 
ment specialist and financier, and to the in- 
vestor in railroad securities. 

The specific services offered by these or- 
ganizations separately, in combination, or 

complete, are listed below: 

BABSON 

Weekly letter. 
Speculative bulletin. 
Investment bulletin. 
Desk chart (Compositplot). 
Labor bulletin. 

known of these organizations ° 

Advice to sellers. 
Advice to buyers. 
Foreign trade. 

STANDARD STATISTICS 

Corporation records. 
Daily trade service. 
Market index. 

Facts and forecasts. 
Railroad investment service. 

Unlisted and local securities service. 
Income tax service. 

BrRooOK MIRE 

Investment service. 

Commercial service. 

Commercial investment service. 

BANKERS’ EcoNoMIC SERVICE 

Weekly digest review. 
Weekly commodity industrial bulletin. 
Foreign nations. 
Monthly price level bulletin. 
Quarterly price level analysis. 
Base analysis on commodities and indus- 

tries. 

Harvarp BusBeAU oF Economic RESEARCH 

Quarterly review of economic statistics. 
Weekly letter. 

Business Man’s Investment 

Bonds or stocks of intrinsically sound 
companies, the earnings of which, and, there- 
fore, security values, are affected by busi- 
ness conditions and must be constantly 
watched. Such investments are suitable only 
for persons in close touch with business 
conditions, and who are able to interpret the 
effect of changes in business conditions upon 
such holdings. (See Business Man’s Risk.) 

Business Man’s Risk 

A risk such as is involved in a business or 
security, the income from which is uncer- 
tain, but which promises large returns under 
favorable management. A risk which a busi- 
ness man is warranted in taking because of 
his knowledge of business conditions, the 
management of the concern in which the in- 
vestment is made, and his ability to protect 
himself in case of unfavorable developments. 
But while a business man is justified in tak- 
ing such a risk it would be an unwise risk 
for others not familiar with these facts. 
(See Business Man’s Investment.) 

Business Paper 
A term to designate that class of Com- 

mercial Paper (q.v.) which is given in pay- 
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ment of merchandise and discounted by the 
payee at his bank. Trade acceptances may 
be classified as business paper. 

Business Risk 

An expression used by credit men in con- 
tra-distinction to moral risk and property 
risk. The business risk is that element of a 
credit risk which depends upon the business 
ability of the managers of the concern under 
consideration. The chief test of this risk is 
capacity to produce profits over a period of 
time. In measuring or testing a business 

risk the credit man investigates the follow- 
ing points: (1) Is the business sound, legit- 
imate and stable, or illegitimate and risky? 
(2) Is the volume of business declining, ad- 

vancing or stationary? (3) Are modern 

production and sales methods being used? 
(4) What reputation does the product of the 
concern enjoy in the trade? (5) What has 
been the ratio of profits to invested capital 
for, say, the past five years? (6) What is 
the (a) range of fluctuation of gross 

profits, (b) percentage of operating ex- 
penses to gross profits, (c) range of fluc- 

tuation of this percentage, (d) margin of 
profits above operating expenses and its 
range of fluctuation? (See Moral Risk, 
Property Risk.) 

Business Solvency 
A condition which exists when the total 

assets of a business exceed the total liabili- 

ties, as distinguished from Financial Sol- 

vency (q.v.). A business may have business 
solvency and yet be financially insolvent. 
From the standpoint of credit, a business 
must be solvent from both points of view, 
in order to qualify as a good credit risk. 

Net worth is the measure of business sol- 
vency and net working capital is the meas- 
ure of financial solvency. (See Financial 
Solvency, Solvency.) 

Buyer’s Option 
See Option. ~~ 

Buying Back 
Stock which has been sold short must be 

bought back, or “covered” in order to com- 
plete the transaction. Buying back is pur- 
chasing a security which has previously been 
sold short. (See Short Sale.) 

Buying in Under the Rule 

See Under the Rule. 

Buying on a Scale 
Stock is frequently bought on a scale for 

the purpose of averaging the purchase price 
on the principle that the low point of a 
given market movement cannot be exactly 
predicted. Buying orders are placed with a 
broker for execution at prices representing 
regular intervals downward, e. g., to buy 100 

shares of U. S. Steel at 90, 87%, 85, 82%, 
etc. (See Averaging.) 

Buying Order 
An order given to a broker or banker to 

purchase securities, commodities, etc., with 

certain specifications. Among brokerage 
houses there are three ordinary classes of 
orders according to the time limit. When 

no time limit is specified the order is con- 
sidered to be good only for the date it is 
given, and is known as a Day Order. Orders 
are also placed with instructions, Good till 
cancelled, or Good till countermanded (G. T. 

C. orders). Orders may also be placed with 
a specified time limit, ec. g., one week, or one 

month. 
As to price, buying orders may be “at the 

market,” or limited, 7. ¢., a stated price may 
be specified. (See Orders.) 

Buying Outright 
The purchase of securities for immediate 

delivery for which full cash payment is 
made. It is the contrary of buying on a 
margin. 

Buying Rate 
A term used among foreign exchange 

banks and brokers to indicate the rate at 
which they agree to buy foreign currency, 
cable transfers, or bills of exchange on 
foreign countries for stated maturities and 

amounts, as distinguished from the quoted 
selling rates, which obviously are higher. 
Different rates are quoted for cables, checks, 
and time bills. (See Cable Rate, Check 
Rate, Long Rate, Short Rate.) 

By-laws (of Banks) 
Among national banks power to adopt by- 

laws is conferred upon the directors. By- 
laws must not be inconsistent with the Na- 
tional banking laws or regulations of the 

Comptroller of the Currency, who prescribes 
that the by-laws state that directors be re- 
quired to meet at least monthly, and that 
loans made by the loan and discount com- 
mittee receive the approval or disapproval 

of the board at their meetings, record of 

the action to be noted in the minute book. 
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Cable Rate 

The rate quoted for a Cable Transfer 
(q. v.) as distinguished from the check (de- 
mand draft) rate, and the rate for 30, 60 and 
90 day bills of exchange. The cable rate 
is always higher than the check rate, or rate 
for time bills, because the bank selling the 
cable transfer does not have use of its funds 
deposited abroad as long as it would in the 
case of issuing a check or time draft. In 
the case of the check, the foreign bank can- 
not draw against the selling bank or charge 
its account until the advice arrives (10 days 
to 6 weeks later), or in the case of a time 
draft, until its maturity. In the case of a 
cable transfer the selling bank’s account is 
charged by the bank ordered to make the 
disbursement, just as soon as the funds are 
paid to the beneficiary. Thus, the cable 
rate may be regarded as equivalent to the 
check rate plus interest that is saved while 
the check is transiting, - modified by the 
market situation in cable funds. 
From the standpoint of a purchaser, the 

higher rate for a cable transfer represents 
the cost of the privilege of deferring the 
purchase of funds until actually needed 
abroad, and leaves him in a position to take 
advantage of any intervening decline in 
rates. The cable rate does not include the 
cable charges which are borne by the pur- 
chaser. (See Cable Transfer, Check Rate, 
Long Rate, Short Rate.) 

Cables 

A general term given to communications 

usually in code, and particularly to orders 
to pay money, sent abroad over transoceanic 
cable lines, or by wireless. _(See Cable 
Transfer. ) 

Cable Transfer 

A means by which a bank or foreign ex- 
change dealer enables its customers to re- 
mit funds abroad immediately. Suppose 
“A” in New York wishes to remit a thousand 
pounds to “B” in London. “A” will apply 
to a foreign exchange banker for a cable 
transfer ordering payment to be made to “B” 
in London. Upon the deposit of $4,866.50 
(assuming the rate to be normal), plus 
cable charges, the New York bank will cable 

its correspondent in London and authorize 
it to pay one thousand pounds to “B” and 
charge to its (the cabling bank’s) account 
for the amount. In practice, customers hav- 
ing accounts with a bank maintaining a for- 
eign exchange department do not pay for 
the cable transfer until the following day, 

or the day when the funds are paid abroad. 
When the cable reaches the London corres- 
pondent, the latter notifies “B” to call for 
the funds, and upon identification pays him. 

Cable transfers may be made payable in 
dollars or in a foreign currency, usually the 

latter. When in a foreign currency, the rate 
quoted includes the bank’s commission. For 

dollar cable transfers a commission (usually 
% of 1 per cent.) is charged in addition to 
cablegram charges. The principle of the 
cable transfer is the same as the domestic 
telegraphic money transfer, except that in 
the latter, foreign exchange rates are not in- 
volved. 

Cable transfers are usually dealt in by 
bankers in order to take advantage of tem- 
porary money market conditions here or 
abroad, or to provide funds for meeting 
withdrawals from balances held abroad. 

Call 

This term has four meanings: 

(1) A demand for the payment of an 
installment on the purchase price of bonds 
or stocks subscribed for, the time of call 

usually being discretionary with the issuing 
organization, but sometimes according to 

definite prearranged dates. The subscribed 
but uncalled capital of a corporation may 
be called at any time, but only in accordance 
with the agreement made with subscribers 

when the stock was first alloted. 
(2) <A contract, which for a considera- 

tion, gives the holder the right to purchase 

from the person signing the call a specified 
security or commodity within a certain pe- 
riod at a stipulated price. A call is sold and 
executed by a person who does not believe 
that the market price of a security or com- 
modity, within the duration of the call, will 
go higher than the price specified in it, and 
that therefore the holder will have no ob- 
ject in exercising his right to demand de- 
livery of the security or commodity. Con- 
trarywise, the buyer and holder of the call 
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predicts that the price of the security (or 
commodity) will advance during the con- 
tract period. Being primarily a speculator, 
and not desiring to invest his money out- 
right, he purchases the right to buy a se- 
curity (or commodity) at the stated price, 
and if his prediction is verified, makes a 
profit by calling for delivery of the security 
(or commodity) at a price lower than that 
prevailing in the market. It is often used 
as a form of insurance, 7. e., to protect 

paper profits and to prevent large losses. 
A call is not permitted on the floor of the 
New York Stock Exchange, but these con- 
tracts are often engaged in outside of the 
Exchange and executed by stock exchange 
members. In London, calls are a much 

more customary transaction than in New 
York. (See Put.) 

(3) Comptroller's Call (q. v.). 

(4) Margin Call (q. v.). 

Callable 

A term applying to obligations such as 
bonds or preferred stock which the issuer 
or obligor retains the right to prepay, that 
is, to retire before maturity. A penalty usu- 
ally attaches to the calling of bonds before 
maturity, the issuer paying a premium. (See 
Callable Bonds.) 

Callable Bonds 

Bonds which may be called for redemp- 
tion, 1. e., retired before compulsory matur- 

ity, as a result of the option exercised by the 
debtor, recited in the face. Bonds are fre- 
quently issued subject to call, «7 e., redemp- 
tion in whole or in part on any interest date, 
upon proper notice. Because of annoyance 
to investors, the issuer exercising the right 
of redemption is usually forced to pay a 
premium upon redemption, 7. e., some speci- 
fied amount above par value. This is to 
compensate the investor for the disadvan- 
tage he is put to in keeping track of his 
investment and of seeking a new investment 
medium, perhaps on less favorable terms, 
and for loss of interest in case notice of re- 
‘demption escapes the attention of the holder, 
since these bonds do not bear interest after — 
the redemption date. Callable bonds are 
not likely to reach a market price above that 
at which they are subject to call. 

There are several reasons why a debtor 
organization may wish to retain the redemp- 
tion privilege when issuing its bonds. It is 
possible that the issue may be refunded at a 
lower rate because of a relaxation in money 
rates, or for sinking fund purposes. The 

issuer may also desire to modify its scheme 
of financial organization, or to finance an 
expansion, and therefore to consolidate its 
mortgages. 

These bonds are also known as Optional 
Bonds and Redeemable Bonds. (See Op- 
tional Bonds.) 

Called Bonds 

Bonds which have been called for redemp- 
tion (by lot or otherwise). (See Callable 

Bonds.) 

Call Loan 

A loan which either the borrower or 
lender may terminate at will. Call loans are 
practically restricted to stock (and other) 
exchange brokers and are sometimes known 
as “Stock Exchange,” and “street” loans. 
While all call loans are technically subject 
to immediate termination at the option of 
the borrower or lender, distinction should be 
made between loans at “sharp call” and at 
“slow call.” In the former, the right of the 
lender to call is used without fear or favor. 
They are “cold-blooded.” In the latter, 
there is an informal tacit understanding 
that the loan will not be called except as a 
last resort. Many stock exchange loans run 

for months without being called. 
In New York Stock Exchange practice, if 

a lending bank wishes to call a loan, notice 
must reach the borrower before 12:30 P. M. 
in order to compel payment upon the same 
day; otherwise payment need not be made 
until the following business day. On the 
other hand, if a borrower wishes to liquidate 
a call loan, negotiations for payment must 
be made before 1 P. M. in order to avoid 
liability for another day’s interest. (See 
Call Money Market, Renewal Rate.) 

Call Loan Rate 

The rate at which money lent at call bears 
interest. This is subject to change each 
day, if the renewal rate is changed. (See 
Call Money Market, Renewal Rate.) 

Call Money 
Money lent by banks, usually to stock ex- 

change brokers, which may be called, 7. ¢., 
demand may be made for payment, at any 
time. Call Money is also known as day-to- 
day money, and as demand money. (See 
Call Loan, Call Money Market.) 

Call Money Market 
A part of the mechanism of a stock ex- 

change, by which brokers are provided with 
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call funds secured by stock exchange col- 
lateral to meet ‘their requirements. New 

York is the principal call loan center of the 

country, and New York banks are the chief 

suppliers of this form of credit. Consider- 

able sums are usually invested in call loans 

by New York banks for the account of in- 

terior bank correspondents. When the call 

loan rate is high, it is also a common prac- 

tice for individual capitalists to enter the 

market. 

In New York City, call loans are nego- 

tiated by the lending banks either directly 
with the borrowing brokers, or through the 

agency of the call loan desk at the Stock 
Exchange. The latter is the customary 
practice. The call loan renewal rate is fixed 
by the Stock Exchange money committee 
daily, and is transmitted over the ticker tape 
just as security quotations. Banks having 
money to lend are not required to offer it 
at the established rate, but may offer it for 
more or less. 

The call money market offers a conven- 

ient investment medium for surplus or tem- 

porarily idle funds, or funds which a bank 
desires to keep in liquid condition. Since 
these funds can be called within 24 hours, a 

bank can make a commitment without en- 
dangering its cash reserve position, or with- 
out losing the opportunity of investing the 
funds at a higher rate on a time basis, should 
a favorable market eventualize. Next to 
cash, and balances on deposit with other 
banks, call loans usually represent a bank’s 
most liquid asset. 

The amount which a bank can invest in 
call loans depends upon its immediately 
available uninvested surplus funds. Banks 
which habitually enter the call money mar- 
ket, defer making their offerings until they 
determine the amount of their other commit- 
ments for the day. The first step in this 
procedure is to ascertain the ratio of cash 
reserve to net demand deposits in order to 
see that it meets the legal requirements. 
This in turn will depend upon whether the 
clearing house balance for the day is a net 
debit or credit. When the bank determines 
how much money is at its disposal for call 
loans, it communicates with the money desk 
on the floor of the Stock Exchange, giving 
instructions to the clerk to offer the sum 
on the board, either at the established rate, 
or some other specified rate. 

Funds offered by banks at the money 
desk in the exchange, are allocated among 
the borrowing brokers in accordance with 
their needs, and in order of their application. 

Lending banks exercise no prerogative in 

choosing their borrowers. The rule is that 

unless a bank gives instructions to the con- 

trary, it must accept the names which the 

clerk at the money desk reports back. A 

bank cannot refuse to lend because it dis- 

likes a particular borrower, although it can 

call the loan the next day, if it chooses. 

Were it not for this rule, confusion in mak- 

ing call loans would be unmanageable. Some: 

brokers, moreover, would certainly fail to 
get the accommodation they need. Conse- 
quently, the offerings are apportioned among 

the brokers without favor, provided they 
are Stock Exchange members and can fur- 
nish satisfactory collateral. This policy is. 
essential if the brokers are to continue in 
business. 

In case not enough money is offered to 
satisfy the brokers’ demand, a money pool is 
formed. Some influential banker is ap- 
pointed as chairman of a bankers’ commit- 
tee, and his duty is to raise the deficiency 
by practically compelling the banks having 
the highest reserves to contribute to the pool. 
Such a condition occurs only during times of 
great credit stringency. 

In so doing, banks protect themselves as 
well as the brokers, since failure of import- 
ant brokerage houses tends to precipitate a 
panic and a collapse of security prices, which 
form the collateral behind the brokers’ 
loans. For these reasons, brokers must be 
adequately provided for. Otherwise, they 
would soon fail because of inability to fi- 
nance the commitments of their clients. It 
is almost unwritten law in Wall Street that 
“no brokerage house with really good col- 
lateral will be allowed to fail for lack of 
accommodation.” 

Some amount of brokers’ loans are ar- 
ranged on a time basis. Brokers who assist 
in negotiating these loans receive a commis- 
sion of 1/32 of 1 per cent., whereas the 
brokers negotiating call loans at the ex- 
change call money desk receive nothing. The 
advantage of lending time money to stock 
exchange brokers is that the bank can select 
its borrowers. 

The following quotation from a Federal 

Reserve Board memorandum to the United 

States senate, throws some illumination on 
the amount and turnover of money in the se- 
curities markets: 

“It appears that over a period of years 
during the prewar period the volume of all 
money, both time and call, employed in the 
securities market was estimated at about $1,- 
000,000,000, of which the average on cal! 
was about 60 per cent. and the average on 
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time about 40 per cent., or a nominal value 
of call money of say $600,000,000. The daily 
turnover of all money, 7. e., all loans called 
for payment, loans made in replacement 
thereof, and new money borrowed, ranged 
from $15,000,000 to $30,000,000, and aver- 
aged about $20,000,000. The daily turnover 
during the year 1919, however, ordinarily 

ranged from $25,000,000 to $40,000,000.” 

Call of More 

A London Stock Exchange term to denote 

an option which gives the holder the right 
to call for an additional amount of stock 
equal to the amount named in the contract 

at the same price. 

It is “the premium paid for the rate of 
calling or putting stock at some future date 
at a stipulated price, is sometimes included 
in the price at which a transaction is done, 
for the same date, in firm stock; thus a 
‘giver’ of option money will buy a certain 
amount of stock firm for delivery, say two 
months ahead, at a figure sufficiently over 
the current market price for that period to 
carry with it the option of calling a like 
amount at the same price. This transaction 
in options is known as buying stock ‘Call of 
More’.” (Higgins: The Put and Call.) 

Cambism 
Another term for Cambistry (q. v.). 

Cambist 

A person skilled in the exchange of 
foreign moneys; one who is able, on the 
basis of current quotations, to determine the 
cheapest method of remitting to a foreign 

country; a dealer or expert in foreign ex- 
change. 

The term is also applied to a table or man- 
ual used in computing foreign exchange 
transactions, prepared by a cambist, in order 

to save time in computing each transaction 

separately. This manual exhibits the prin- 
cipal currencies of the world, their weight, 
fineness, and equivalent values. (See Cam- 
bistry.) 

Cambistry 
The science of exchange of foreign cur- 

rencies particularly with reference to deter- 

mining the cheapest method of remitting to 

a foreign country. Cambistry involves a 
knowledge of the various countries of the 

world; weights, measures, and fineness of 

metals used as a basis of coinage in various 

countries ; the methods of dealing in bullion; 

assaying operations; issuance of bills of 
exchange, international checks, and postal 
money orders ; commercial parities ; and com- 

putations in the arbitration of exchange. 
(See Arbitration of Exchange, Foreign 

Exchange, Foreign Moneys.) 
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Campaign 
A “demonstration” in a security or group 

of securities, sometimes for the purpose of 
depressing values, but more frequently to 
raise values for the purpose of attracting 
public participation so that stocks can be 
distributed at the higher levels. A campaign 
usually implies more or less factitious activity 
and fluctuations in a stock in order to draw 
speculative attention to it, together with the 
dissemination of news and rumors upon it, 
favorable or unfavorable, according to the 
purpose of those conducting the campaign. 

Canadian Bankers’ Association 

An incorporated body with powers and 
duties prescribed in an amendment passed in 
1900 to the Canadian Banking Act. Each 

chartered bank is entitled to one delegate at 
all meetings and has one vote. This Asso- 
ciation supervises the issue, cancellation and 
destruction of worn and mutilated bank 
notes, and takes charge of suspended banks. 
It is the medium through which the banking 
opinion of Canada finds expression and keeps 
its members informed on all matters affect- 
ing banking interests. The headquarters are 
located in Montreal. The active executive 
officer is the Secretary-Treasurer. 

Canadian Banking System 
This system is one of the strongest and 

soundest in the world, having features in 

common with the Bank of England and the 

Federal Reserve System. The Canadian 

banking system consists of approximately 

seventeen chartered banks, having nearly 
4,650 branches widely distributed through- 
out the Dominion. They are joint stock 
banks, privately owned and managed, but 

operating under a banking law which pro- 

vides uniform control and_ supervision. 
There are no provincial (corresponding to 

our state) banks in Canada, all being under 
the supervision of the Dominion Govern- 
ment, through the operation of the British 
North America Act of 1870, which is re- 
vised every ten years. 
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The minimum required capital of the 

Canadian banks, which are allowed to issue 
bank notes equal in amount to their capital, 

without providing security of any kind, is 

$500,000. Holders of these bank notes are 

protected, however, by a first lien upon the 

assets of the bank, by the double liability of 
the stockholders, and by a 5 per cent. re- 
demption fund. The notes of banks which 
have failed draw 5 per cent. interest from 
the time of the default until announcement 
of the redemption day. Canadian bank note 
issues are elastic, and provision is made for 
emergency circulation during the crop mov- 
ing season. They are not guaranteed by the 
Government, nor are they legal tender, but 
no losses have occurred in the case of a 
few banks which have failed. 
As in the case of their notes, Canadian 

banks are not required to keep a stated 
reserve against deposits. Each bank is 

free to determine what cash reserve it shall 
keep against its deposits, but there is a gen- 
eral understanding that in normal times the 
cash reserve should approximate 15 per cent. 
on demand deposits. 

Branch banking is one of the features of 
the Canadian banking system. Each bank 
is a bank of branches rather than a bank 
with branches, but each has a “head office,” 
and on the average over two hundred 
branches, e. g., The Royal Bank of Canada 
has over 700 branches. No legal restrictions 
are placed upon the number or location of 
branches and this not only allows the estab- 
lishment of branches in remote districts and 
in foreign countries, which would otherwise 
not be served, but also strong and virile 
control from the head office. Several of 
the larger banks have branches in the United 
States, West Indies, Central and South 
America, and in Europe. Dominion banks 
may have savings departments. 

Supervision of Canadian banks is exer- 
cised by the Minister of Finance, who may 
call for statements of condition at any time. 
Monthly detailed statements of assets and 
liabilities must be sent to the Minister of 
Finance. The control of banks in Canada 
by Government agencies, however, is much 
less rigid than in the United States. Periodic 
bank examinations are not required there as 
here, although provision is made for an an- 
nual audit by qualified auditors appointed by 
stockholders of the bank, who make a re- 
port for their (stockholders’) benefit. Such 
auditors must be appointed from a group 
selected by the general managers of the 
banks and approved by the Minister of Fi- 
nance. 
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Banks and Banking, 

Cancellation 

An annulment or rendering void or in- 
operative of financial instruments, e. g., 
bonds, coupons, stocks, and checks, upon their 
payment and retirement, or transfer. 

For the purpose of protecting themselves 
against fraud and possible presentation of a 
bond which may have become lost and in 
the illegal possession of the holder, it is in- 
cumbent upon the issuers of bonds to exer- 
cise reasonable care in their redemption and 
that of the accompanying coupons. Quite 
a customary procedure is to provide a blank 
book for each issue of bonds, one page each 
being devoted to a single bond, below which 
spaces are numbered to correspond with each 
of the originally attached coupons. When 
coupons have matured and been paid off, they 
are cancelled and pasted in the blank spaces, 
according to serial number. Likewise when 
the bond itself has matured and been re- 
deemed it is pasted in the space provided for 
it. In this way it is possible for the issuer 
to furnish evidence that the entire obliga- 
tion has been extinguished, and that no 
bonds or coupons are outstanding. 

Cancellation of bonds and coupons is also 
sometimes accomplished by cremation. (See 
Cremation of Bonds.) 

Cancelled Checks 

Checks which the drawee bank has paid 
and cancelled. Checks are cancelled by the 
drawee bank on the day they are paid and 
charged to the drawer’s account. They are 
usually cancelled or “cut” by means of a per- 
forating machine which punches the follow- 
‘ing words: “Paid Date........ Name and Clear- 
ing House number of paying bank.’ Can- 
celled checks are kept in the records of the 
bank until the end of the month when they 
usually are delivered to, or called for by the 
customer, together with the monthly state- 
ment. 

When a check is paid, it becomes the prop- 
erty of the drawer, but the paying bank is 
entitled to retain it as a voucher until the 
statement of account has been submitted to. 
and reconciled by the customer, and agreed 
to as correct. 

Cancelled checks furnish the best evidence 
of the payment of money and should be 
preserved by the drawer as receipts, or 
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vouchers. (See Statement Department, 

Voucher, Voucher-Check. ) 

Candareen 

A Chinese Coin. 

China. ) 
(See Foreign Moneys— 

Capital 
This term has three meanings: 

(1) In the economic sense, it is equivalent 
to capital goods, 1. e., the store of produced 
goods (physically quantity rather than money 
value) saved, or wealth represented by the 
surplus of production over consumption. In 
other words, it is a short expression for 
capital goods or capital value, especially 
that portion of wealth set aside for the fur- 
therance of productive enterprise. “Capital 

is every product which is used or held for 
the purpose of acquiring wealth.”* 

Economists distinguish between produc- 
‘tion goods and consumption goods. The 
former are instruments of production, or 
‘intermediate wealth employed in the manru- 
facture of consumable goods or services. 
‘Thus, buildings, factories, machinery, equip- 
‘ment, railroads, etc., represent production 
goods. Consumption goods, on the other 
hand, comprise goods destined for immediate 
use, e. g., food, clothing, stocks of merchan- 

dise on retailers’ shelves, personal services, 
etc. 

(2) In the accounting sense, capital is 

‘synonymous with net worth and is measured 
by the excess of assets over liabilities. This 
is true irrespective of the form of business 
organization. In a sole proprietorship, capi- 
tal is represented by the account or accounts 
which indicate the accountability of the 
business to the owner; in a partnership by 
the sum of the partners’ accounts; and in a 
corporation by the sum of the various capi- 
tal stock accounts, surplus and undivided 
profits. (See Capital Stock.) 

(3) In business, a distinction is made be- 
tween working capital and fixed capital. 
Working Capital (q. v.) also known as liquid 
or current capital consists of cash and other 
assets which in the ordinary course of busi- 
mess will be converted into cash, e. g., mer- 
chandise, accounts receivable, notes receiv- 
able, etc. Fixed capital, on the other hand, 
corresponds roughly to the economists’ no- 
tion of production goods, and consists of 
-assets which in the ordinary course of busi- 
ness, will not be converted into cash, but 
used for carrying on the business. It is 

*R. T. Ely: Outline of Economics, p. 121. 

“locked up” or “sunk” into fixed assets, e. g., 
land, buildings, machinery, equipment, etc. 

Capital Account 
The account which denotes the amount of 

the owner’s investment in a business. It 
represents net worth. It is known as pro- 
prietorship account in the case of a sole 
proprietorship, as partners’ accounts in the 
case of a partnership, and as capital stock 
in the case of a corporation. (See Capital, 
Capital and Revenue Expenditures, Capital 

Stock.) 

Capital and Revenue Expenditures 
Capital expenditures are those which, 

whether paid out of the proceeds of sale 
of capital issues, or trom earnings, increase 
the property value and earning power of 
the concern which incurs them. They rep- 
resent improvements, additions, or better- 
ments, and therefore may be considered as 
chargeable to asset or property accounts. 

Revenue expenditures, on the other hand, 
are those incurred in making replacements, 
as distinguished from additions or better- 
ments; and are always to be paid out of 
earnings. If a concern erects a new factory 
building, the cost may be considered as a 
capital expenditure, but if the new building 
merely replaces one that has been torn down, 
it must be considered as a revenue expedi- 
ture, except to the extent which the new 
building may be valued over and above the 
old. 

Capital and Surplus 
A term frequently used in the condensed 

statement of condition of a bank to indicate 
the bank’s financial strength. The two ac- 
counts, capital and surplus, are combined be- 
cause the surplus account of a bank is a 

capital surplus, and like capital stock, is not 

available for the payment of dividends. The 
surplus account should be distinguished from 

Undivided Profits, which corresponds to the 

surplus account of industrial and mercantile 
corporations, and which is available for divi- 
dends. 

The amount of combined capital and sur- 
plus is important because the limitation upon 
loans to one customer is based thereon, in 
the case of National banks and some of the 
State banks. Under the banking laws of 
some states, e. g., New York, the combined 
capital and surplus for this purpose includes 
undivided profits. (See Capital Stock, Un- 
divided Profits.) 
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Capital Assets 
Another term for fixed, slow, or permanent 

assets. (See Fixed Assets.) 

Capital Investments 
Investments of funds in capital or fixed 

assets, or in long-term securities, as dis- 

tinguished from funds invested in liquid, or 
short-term assets. 

Capitalization 
The aggregate of the authorized par value 

of the stocks and bonds of a corporation, al- 

though in some jurisdictions capitalization is 
legally defined as the total value of the au- 
thorized capital stock.’ The amount of the 
capitalization may or may not be represented 
by an equivalent property value, although the 
latter often exceeds the capitalization. Sur- 
plus forms a part of the capital but is not 
represented in the capitalization. 

There are several bases of capitalization, 
vig.: (1) cost of property; (2) cost of du- 
plication; (3) cost of replacement on the 
basis of the present state of the technical 
arts; and (4) capitalization of earning 
power. 

The capitalization of a public utility cor- 
poration is usually regulated by the public 
service commission of the state in which it 
is located. 

Capitalization of Earning Power 
One of the bases for determining the 

proper capitalization or value of a business 
property. This method implies that a busi- 
ness property may be regarded as an income- 
producing unit in the same manner as for 
example, a bond or stock. Accordingly, the 
value of a business is equal to the present 
worth of an indeterminable series of prob- 
able incomes discounted at a rate of interest, 
currently earned for properties of the same 
class. Thus, a property which yields an 
average annual net income of $1,000 is 

worth $10,000 if discounted at 10 per cent. 
($1,000 divided by .10) ; $12,500 if discounted 
at 8 per cent.; $16,666 2/3 if discounted at 
6 per cent.; or $20,000 if discounted at 5 
per cent. | 

Capital Liabilities 
_The long-term debts of a corporation rep- 

resenting the combined capital stock and 
bonded debt. Capital liabilities are practi- 
cally equivalent to capitalization, but differ 
from fixed liabilities in that the latter in- 
clude long-term debts due to creditors and 
not to stockholders. 

Capital Stock 
The stock of a corporation issued to its 

stockholders for money or property, or out 

of accumulated earnings. The entire capi- 
tal stock of a corporation is divided into a 
number of equal parts or shares, usually 

with a specified par value, the exact amount 
authorized being fixed by the certificate of 
incorporation. A corporation is not obliged 
to issue all the stock authorized. Any 
amount of the authorized capital stock not 
issued is known as unissued stock. Issued 
and outstanding shares of stock are certifi- 
cates of ownership held by the purchasing 
stockholders, representing their interest in 
the corporation, and capital stock is the ag- 
gregate of these shares. 

The capital stock of a corporation repre- 
sents its nominal value, as distinguished 
from its actual or property value. It repre- 
sents the amount of the corporation’s ac- 
countability to its stockholders, but uncol- 
lectible by them through legal procedure, as 
distinguished from the corporation’s liability 
to outside creditors. It is share capital as 
distinguished from loan capital. (See Au- 
thorized Capital Stock, Common Stock, Pre- 

ferred Stock, Full Paid Stock, Deferred 
Stock, Stock Certificate, Stockholder.) 

Capital Turnover 
A credit term used especially among bank 

credit men to indicate the rapidity with which 
the capital (net worth) of a business is 
turned over, e. g., if the sales are $1,500,000 
and the invested capital $1,000,000, the capital 
turnover is 1%. It is a “vitality” index and 
each business has a capital turnover normal 
to itself. In general, the higher the turn- 
over the healthier the condition which is 
disclosed. If comparative balance sheets 

show a falling ratio, an accumulation of 
idle capital is indicated. A rising ratio is 
favorable up to a certain point beyond which 
it indicates excessive borrowing, thereby 
making the Ratio of Debt to Net Worth 
(q. v.) unfavorable. (See Statement Analy- 
sis. ) 

Carat 

This term has two meanings: 

(1) As a unit of weight (quantitative 
measurement) it is equal to 3 1/6 grains 
troy, and is used to weigh precious stones, 
particularly diamonds. 

(2) As a unit of quality (qualitative 
measurement) it is used among goldsmiths, 
jewelers and assayers, to denote the fineness 
or purity of gold or other metal, being the 
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24th part of any weight, e. g., pure or fine 
gold is 24 carat. A ring which by weight 
is half gold and half copper is 12 carats fine. 
The term “18 carat gold” means that the 
gold is 18/24 fine, 7. e., 18 parts pure gold 
and 6 parts alloy. 

Care of Securities 

There are two principal means to provide 
for the safekeeping of securities: (1) ren- 
tal of a safe deposit vault or box; and (2) 
placing them under the custodianship of a 
bank or trust company. In the former ar- 
rangement, the securities remain under the 

depositor’s exclusive supervision and con- 
trol, while in the latter, they are in a bank 
or trust company’s custody but always im- 
mediately available and subject to the orders 
of the owner. There has been no known in- 

stance of loss of securities deposited in a 
safe deposit vault where the depositor has 
a covering contract. Modern construction 
of safe deposit vaults offers too many 
obstacles for the operations of even the most 
scientific burglars. For all practical pur- 
poses these vaults are fire, water, burglar 
and mob proof. No such guarantees are pro- 
vided by an ordinary office safe, some of 
which even fail to provide for protection 
against fire. 

In any event, wherever securities may be 
kept, the holder should make a detailed de- 
scriptive record to include number, denomi- 

nation, name of issue, date of issue, due 
date, name of issuing organization and name 
of person to whom issued, if any. In case of 
loss, theft, or destruction by fire, or other 

cause, means are then available, whereby 

the securities may be identified, recovered, 
or replaced. In case securities are deposited 
in a safe deposit box, or held in custody by 
a bank or trust company, this list will be 
useful on many occasions and perhaps save 
trips to the bank. This will be true when 
the depositor wishes to know dividend or 
interest dates, or numbers in case bonds are 
called for previous redemption. 

Registered bonds offer means of protec- 
tion against loss since interest and _ prin- 
cipal are payable only to the person in whose 
name the bonds are registered on the books 
of the issuing organization. Notice of loss, 
however, should promptly be made in order 
to prevent assignment and transfer. There 
is no way of protecting the owner of cou- 
pon bonds in case of loss, although quick 
action and co-operation with the Treasury 
Department or Federal Reserve bank some- 
times leads to the recovery of lost Govern- 
ment bonds. In case these bonds are lost 

the owner should immediately notify the 
Secretary of the Treasury at Washington 
and Federal Reserve bank of his district, 

giving a full description. The same noti- 
fication should be sent in case of loss of 
registered bonds. Upon satisfactory proof 
of loss and the filing of an indemnity bond, 

a duplicate will be issued. Duplicates for 
coupon or registered bonds destroyed, 
wholly or in part, or so defaced as to im- 
pair their value to the owner will be issued 
upon fulfillment of the requirements of the 
Secretary of the Treasury, including the 
filing of an indemnity bond. 

In case stocks are lost or stolen, notify the 
issuing corporation, and place a Stop Trans- 
fer Order (q. v.) with its transfer agent. 

In case of loss of a municipal bond notify 
the treasurer of the municipality and the dis- 
tributing investment banking house. If a 
corporation bond is lost notify the treasurer 
of the corporation. If a real estate mortgage 
is lost notify the attorneys who executed it. 
(See Custodianships, Safe Deposit Com- 
pany, Vault.) 

Carey Act Bonds 
Bonds issued by authority of the National 

Carey Act passed by Congress in 1894 
(amended 1896) in order to encourage the 
reclamation of arid lands in the western 
states. Under the provisions of the Act 
each of the eleven states affected have the 
right to select one million acres of land 
within its borders and to control the irriga- 
tion, and aid in settlement, cultivation and 
sale of such land, to bona fide settlers in 
tracts not exceeding 160 acres to any one 
person. Following its enactment, the states 
quickly passed bills enabling them to take 
advantage of the federal statute. Most of 
these bills authorized state officials to re- 
ceive and pass upon requests of any person, 
company of persons, association, or incor- 

porated company applying to construct ir- 
rigation systems, but with the requirement 

that the engineering plans should be ap- 
proved by the state engineer and be subject 
to state inspection. 

Bonds are thus issued by private enter- 
prises but are secured by mortgages given 
by the settlers on the land, together with 
their water rights, and in addition such se- 
curity as may exist in the irrigation system 
itself. Title to the land does not pass to the 
settler until settlement is an accomplished 
fact and until he has paid the construction 
company for his water rights. The total is- 
sue of bonds in any project cannot exceed 
“the actual cost and necessary expenses of 
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reclamation and reasonable interest thereon 
from the date of reclamation until disposed 
of to actual settlers; and when an ample 
supply of water is actually furnished in 
a substantial ditch or canal, or by artesian 
wells or reservoirs, to reclaim a particular 
tract or tracts of such lands, then patents 
shall issue to the state without regard to 
settlement or cultivation.” 

Carey Act bonds are always first liens 
upon land and water rights, and in many 
cases are secured by property having a value 
several times that of the issue of bonds 
against them. They are in no sense guaran- 
teed by Federal or a state government, but 
are entitled to a somewhat better rating than 
other classes of-irrigation bonds. They par- 
take of the characteristics of a mortgage, 
semi-municipal, and industrial bond com- 
bined. At least one Carey Act project has 
been beset with difficulties. (See Irrigation 
Bonds. ) 

Carriers 

A general term used to denote companies 
engaged in transportation, e. g., railroad, ex- 
press, steamship, street railway, subway, 
etc. It is particularly used in stock market 
terminology to designate steam railroads. 
(See Common Carrier.) 

Carry 
This term has three meanings: 
(1) To hold securities; to be “long” of 

stock. 
(2) To supply funds to a customer, es- 

pecially when it becomes necessary for a 
bank to renew the notes of its borrowers it 
order to tide them over a difficult period. 

(3) When a broker furnishes funds to 
customers who trade by margin accounts 
represented in the difference between the 
purchase price of the securities (or com- 
modities) and the customer’s partial pay- 
ment thereon, the broker is said to carry 
the securities which he holds as collateral 
for the customers’ loans. 

Carrying Charges 
This term has two meanings: 
First read Carry. 
(1) The interest charged by brokers for 

money lent to customers in carrying securi- 
ties on margin; the cost of borrowing money 
from a broker to carry securities purchased 
on margin account. The interest rate 

charged by a broker for carrying margin ac- 
counts usually ranges from 1 to 2 per cent. 
above the average call loan rate for the 
month. 
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(2) The cost of carrying commodities 
held in a warehouse for speculation or other- 
wise, such as, charges for storage, insurance, 
haulage and loss of interest on the invest- 
ment. 

Carrying-Over Day 
A London Stock Exchange term meaning 

contango day, or postponed day of delivery. 
(See Backwardation. ) 

Carry-Over 
This term has two meanings: 
(1) A London Stock Exchange term to 

signify delay in settlement of a stock ex- 

change contract from one settlement day to 
the next. 

(2) A term used to apply to the stock of 
some staple commodity, e. g., wheat held in 
elevators, warehouses, or on farms over an- 

other year, 7. e., beyond another harvest. 

Cartel 

An anglicised term for the German term 
kartel, which is similar, if not identical to 
the American industrial combination or 
trust. Before the war the cartel movement 
grew in Germany with great rapidity. Con- 
trary to the situation in this country, the 
cartel is encouraged in Germany by favor- 
able legislation. The purpose of encourag- 
ing the German cartel movement is to 
build up the German export trade. By means 
of developing large scale, cheap, and efficient 
production in finished manufactures, the car- 
tels were often able to undersell foreign 
competitors. 

Car Trust 
See Equipment Trust. 

Car Trust Bonds 
See Equipment Trust. 

Car Trust Certificate 
See Equipment Trust. 

Cartwheel 

A colloquialism for the United States 
silver dollar. 

Cash 
This term has three meanings: 
(1) As a noun, money; circulating me- 

dium; coins and paper money that pass 
freely as currency, 7. ¢., from bearer to 
bearer without indorsement. Checks, ma- 



90 ENCYCLOPEDIA OF 

tured coupons and due bills are frequently 
counted as cash because they are easily con- 
verted into money. Nothing should be re- 
garded as cash, however, which does not 

constitute immediate purchasing power. (See 
Money.) 

(2) As a verb, to convert a negotiable 

instrument, such as a check, money order, 

or matured coupon, into money; or vice 
versa, to give the holder money for such 
an instrument. (See Cash Items, For Cash.) 

(3) A Chinese coin. (See Foreign 
Moneys—China. ) 

Cash Account 

An account in the ledger which summarizes 
the cash transactions of a business, the left 
side representing receipts and the right dis- 
bursements. The balance represents cash 
on hand. <A cash account with a bank is 
really an account receivable, but is usually 

shown in a balance sheet as cash. 

Cash Assets 

Assets appearing in a financial statement 
represented by actual cash on hand (in a 
safe or petty cash drawer), and the sum 
of the bank deposits. 

Cash Book 

A cash journal; an account book in which 
cash transactions are chronologically re- 
corded. 

Cash Buying 
A term to indicate the purchase of se- 

curities or commodities outright, 1. e., buy- 
ing outright, or paying cash in full for im- 
mediate delivery. 

Cash Credit 

A credit established by a depositor who 
is permitted to borrow by creating an over- 
draft. This is a common practice in Eng- 
land and Scotland. “Permission to run an 
overdraft secured by good bondsmen, limited 
in amount and to be reduced to small pro- 
portions, if not entirely repaid, at certain 
times.” * 

Cash Discount 

A reduction in price offered by a business 
selling goods on credit to encourage prompt 
payment. Cash discounts vary in the differ- 

ent trades, and according to the terms of 

credit offered. Almost without exception, 

*C. E. Phillips: Bank Credit, p. 235. 
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however, cash discounts are offered where 
payment is made in advance of the time al- 
lowed by the terms of credit. In the whole- 
sale grocery trade, the terms of credit are 
normally 30 days and bills are supposed to 
be paid within that period, but a 2 per cent. 
discount is allowed if paid in 10 days. In 
some trades a greater cash discount is avail- 
able upon the payment of spot cash. Cash 
discounts for anticipation of payment in 
advance of the credit terms frequently range 
from 12 to 18 per cent. a year. In some 
lines of business the margin of net profit is 

so slight that profits depend upon taking 
advantage of all cash discounts offered. 

The keen business man takes advantage 
of cash discounts and it is one of the func- 
tions of commercial banks to furnish work- 
ing capital for this purpose. The business, 
the statement of which does not show the 
practice of regularly discounting bills, 
sometimes has difficulty in obtaining loans 
because’ it shows itself not to be cognizant 
of all the commercial advantages open to 
it, and therefore not a good business risk. 

Cash Dividend 

See Dividend. 

Cash Grain 

Grain purchased for cash in full for im- 
mediate delivery; same as spot grain. (See 
Spot.) 

Cashier 

A term commonly applied to a person who 
receives and disburses money for a business. 

In banking, an officer who is responsible for 

the custody of the bank’s assets and whose 

signature is required on all official docu- 

ments. While other higher officers of a 

bank may delegate their authority, or act as 

“dummies,” a cashier never does so, even in 

the largest banks. His duties vary accord- 
ing to the size of the bank. Usually he is 

the chief administrative officer and has di- 
rect charge of the bank’s operations, and cor- 

responds to the general manager in a mer- 

cantile or industrial establishment. Among 

large banks the duties of the cashier are so 

numerous that Assistant Cashiers are ap- 
pointed to administer separate assigned func- 
tions and have authority to sign instruments 
in the same manner as the cashier. 

Cashier’s Account 

See Cashier’s Check. 
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Cashier’s Check 
A bank’s own check; a check drawn upon 

a bank and signed by its cashier, or assistant 
cashier, being a direct obligation of the 

bank. Cashier’s checks are issued to bor- 
rowers when loans are made in lieu of a 
deposit credit or actual cash, sold to cus- 
tomers for remittance purposes, and issued 
in payment of the bank’s own obligations, 
money transfers, etc. When a _ cashier’s 
check is issued it becomes a credit, and upon 
its return through the clearing house or 
otherwise, a debit to the cashier’s account. 

Cancelled cashier’s checks are preserved as 
vouchers in the bank’s files. 

Cash Items 
Checks, drafts, notes, or acceptances de- 

posited with a bank for immediate credit, 
but which are subject to cancellation of 
credit in case they are not subsequently paid. 
Items deposited, other than money, over the 
receiving teller’s window are cash items. 
(See Collection Items.) 

Cash Letters 
See Letters. 

Cash on Delivery 
A purchase made with the understanding 

that the goods will be paid for when de- 
livered. 

Cash Reserve 
All banks are required by law to keep 

cash reserves against deposits. Member 
banks of the Federal Reserve System are 
required by the Federal Reserve Act to 
maintain a reserve with the Federal Reserve 
bank of their district. This legal reserve 
varies from 13 per cent. to 7 per cent. of de- 
mand deposits, according to whether the 
bank is located respectively in a central 
reserve city, reserve city, or undesignated 
city. The Federal Reserve Act does not re- 
quire that member banks shall maintain re- 
serves of cash in their own vaults. Any 
cash kept in a member bank’s vault does 
not count as its legal reserve, and conse- 

quently these banks keep on hand only suf- 
ficient cash to meet current counter, or “over 
the window” requirements. Since the re- 
serve with the Federal Reserve bank earns 
no interest, the amount of cash in a member 
bank’s vault is likely to be kept at the lowest 
figure consistent with safe and conservative 
banking policy. Among the larger member 
banks vault cash usually approximates two 
per centum of the net demand deposits. It 

is not usually necessary to keep more than 
this amount, since additional sums can be 
easily obtained through rediscounting, or 
borrowing from the Federal Reserve bank. 

Cash reserve requirements of state banks 

and trust companies, not members of the 
Federal Reserve System, vary according to 
the laws of the state of incorporation. The 
range is from 10 per cent. to 25 per cent. 
with a strong predominance for 15 per cent. 
Most states permit state banks and trust 
companies to keep more than half of their 
reserve with legal depositaries (other desig- 
nated larger banks in or out of the state) at 
interest. State banks and trust companies 
located in New York City are required to 
keep 15 per cent. and 18 per cent. reserves, 
respectively. Of these amounts, 10 per cent. 
and 12 per cent. respectively, must be kept 
in the bank’s own vault, while the remainder 

may be kept in other banks. (See Reserve.) 

Cash Transaction 

A transaction in securities, grain, real 
estate, etc., in which cash in full is paid for 
immediate delivery, possession, and title. 
(See For Cash.) 

Cats and Dogs 
An expression used to denote highly specu- 

lative securities. It is particularly applied 
to non-income-bearing stocks of uncertain 
or no value; stocks acknowledged to be a 

gamble because the underlying properties 
are not yet developed, and which are worth- 
less as bank collateral. 

Cattle Grades 

See Grades. 

Cattle Loan Company 
A company organized for the purpose of 

lending its credit to cattlemen for the pur- 
chase, raising, and marketing of cattle or 
other live stock. They are sometimes sepa- 
rate companies, but in most instances are 
affliated with, or owned or controlled by 
state or national banks, located at or near 
the large stock yards, or in producing cen- 
ters. In many instances these institutions 
are connected with banks specializing in the 
live stock business, and use the same build- 
ing and officers. 

The function of a cattle loan company is 
to relieve the commercial banks from the 
burden of carrying cattle paper, which under 
normal circumstances, amounts to millions 
of dollars. Very often these companies act 
as middlemen between cattlemen-borrowers 
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and the ultimate investors, 7. e., the banks in 
the large centers. Some classes of cattle 

paper are also eligible for rediscount and 
for market purchases by the Federal Re- 
serve banks. (See Cattle Loans.) 

Cattle Loans 

Loans made for the purpose of financing 
the cattle industry, which includes the pur- 
chase, or breeding, feeding, grazing, fatten- 

ing, and marketing of cattle. They may 
be divided in three classes, feeder, stocker, 
and dairy loans. Feeder loans are made on 

beef steers ready for the last stage of feed- 
ing prior to their sale as finished beef. These 
loans range from 3 to 6 months’ maturity. 
Stocker loans are made on cows for breeding 
purposes, and on young calves. They usu- 
ally have a 6 months’ maturity, subject to 
3 or 4 renewals, and require about 50 per 
cent. margin. Dairy loans are made for 
the purchase of high grade cows and pure 
bred sires, for the purpose of improving the 

dairy business. Their usual maturity is 6 
months, subject to 4 or 5 renewals. 

The procedure in making cattle loans is as 
follows: (1) application of the borrower; 
(2) sworn statement of the financial con- 

dition of the borrower; (3) inspection of 
the borrower’s cattle with reference to lo- 
cation, brands, number, approximate weight 
per head, etc.; (4) search of records to as- 
certain whether any liens against borrower’s 
real or personal property exists; (5) exe- 
cution of chattel mortgage in which the 
market value is usually at least 20 per 
cent. above the amount of the loan, and (6) 
execution of the note. (See Cattle Loan 
Company. ) 

Cent 

The coin of lowest denomination in the 
United States, being equivalent in value to 
one-hundredth of a dollar. Its composition 
is 45.6 grains of copper and 2.4 grains of 
alloy, consisting of tin and zinc. It is one 
of the minor coins and is legal tender up to 
25c. in any one payment. (See Token 
Money.) 

Centavo 

A name given to a coin in many coun- 
tries including Argentina, Chile, Columbia, 
Guatemala, Honduras, Ecuador, Bolivia, 
Mexico, Peru, Nicaragua, Philippine Islands, 
Portugal, Paraguay and Salvador. In prac- 

tically all of these countries the centavo is 
the hundredth part of the standard coin, 
e. g., the hundredth part of a peso in Mexico 

and in the Philippine Islands. (See Foreign. 
Moneys. ) 

Centesimo 

The coin of lowest denomination in Italy, 

Panama and Uruguay, being equal to the 
hundredth part of the standard coin in each 
of these countries, e. g., one hundredth part 
of a lira in Italy. (See Foreign Moneys.) 

Centime 
The coin of lowest denomination: in 

France, Belgium, Switzerland, Monaco, Haiti 
and Indo-China, being equal to the hundredth 
part of the standard coin of each of these 
countries, e. g., one hundredth part of the 
franc in France, Belgium, Switzerland and 

Monaco. (See Foreign Moneys.) 

Centimo 
The coin of lowest denomination in Spain, 

Venezuela and Costa Rica, being equal to 
the hundredth part of the standard coin of 
each of these countries, e. g., one hundredth 
part of the peseta in Spain. (See Foreign 
Moneys.) 

Central Bank 

A bankers’ bank; a bank which holds the 
main body of bank reserves of a country, 
and which is the ultimate reservoir of credit. 
The term is usually used in reference to the 
great European central banks, e. g., Bank of 
England (q. v.), Bank of France (q. v.), 
Bank of Germany (q. v.), etc. These banks 
are usually characterized by the following 
features: (1) keep the banking reserves of 
all or a majority of the commercial banks; 
(2) rediscount and loan against high-grade 
commercial paper for member banks; (3) 
perform numerous fiscal services for the 
Government; (4) given a monopoly of bank- 
note issue; (5) control the gold reserve of 
the country; (6) assist in check collection ; 
and (7) are subject to some measure of 
Governmental regulation. 

While the central bank idea is best typi- 
fied by the above examples, the Federal Re- 
serve System in the United States exempli- 
fies a slight variation of the principle, since 
in the latter, twelve regional banks are sub- 
stituted for a single central bank. (See 
Federal Reserve System, Regional Bank.) 

Central File 
A file around which the work of the New 

Business and Advertising Departments re- 
volves, and in which complete detailed in- 
formation concerning each of the bank’s 
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customers and prospects is recorded. The 
file cabinet is usually provided with 7x10- 
inch cards ruled and printed on both sides. 
One card is allotted to each customer or 
prospect. 

The purpose of the central file is to re- 
veal what services and departments each 
customer is utilizing and fails to utilize, 

what the average monthly deposits and 
loans are, what the commercial agency and 

credit department ratings are, and what ad- 
vertising literature has been sent. Briefly, 
its intent is to disclose the possible sources 
of new business. If the cards are kept up 

to date, they become an almost indispen- 

sable adjunct to an aggressive new business 

policy. 
(See New Business 

licity Department.) 
Pub- Department, 

Central File Card 

See Central File. 

‘Central Reserve Banks 
National banks located in the Central Re- 

serve Cities (q. v.). 

Central Reserve Cities 

According to the National Bank Act and 
reaffirmed by the Federal Reserve Act, New 
York and Chicago are central reserve 

ities. St. Louis was formerly a central 
reserve city, but was reclassified as a reserve 
city by the Federal Reserve Board, effective 
July 1, 1922. The Federal Reserve Board 
has power “to add to the number of cities 
classified as Reserve and Central Reserve 
Cities or to reclassify existing Reserve and 
Central Reserve Cities, or to terminate their 
designation as such.” National banks lo- 
cated in central reserve cities are required to 
carry higher reserves against net demand de- 
posits than banks in reserve and undesig- 

nated cities. (See Reserve Cities.) 

Certificate 
See Certificate of Analysis, Certificate of 

Deposit, Certificate of Incorporation, Cer- 
tificate of Indebtedness, Certificate of In- 
spection, Certificate of Origin, Clearing 
House Loan Certificate, Gold Certificate, 
Hypothecation Certificate, Receiver’s Cer- 
tificate, Silver Certificate, Stock Certificate. 

Certificate of Analysis 

One of the documents which an importer 
may require a foreign seller to accompany 

the bill of exchange drawn against a ship- 
ment as prescribed by the terms of the rela- 
tive letter of credit. It is intended to pro- 
tect the importer by a certificate that the 
merchandise ordered from a foreign seller 

conforms in all respects to specifications. 
This is especially important in the purchase 
of chemicals, drugs, precious metals, jewels 
or other merchandise, where the value, quan- 
tity, quality, fineness, or chemical constitu- 
ency must meet exacting requirements. 

A certificate of analysis is usually certi- 
fied by an expert, such as a chemist or as- 
sayer, although it may be certified by the 
shipper. It usually contains a statement as 
to the quantity, quality, fineness, or other 
exact details of the shipment, and is some- 

times sworn to before a notary public. 

Certificate of Deposit 
A receipt for the deposit of funds in a 

bank of which there are two classes, demand 

and time. Demand certificates of deposit 
are payable on demand, and time certificates 
of deposit are payable on a specified date, or 
so many days after date, upon proper in- 
dorsement. These certificates are similar to 
savings deposits, but have a definite maturity, 
and are evidenced by a certificate instead of a 
passbook entry.. They bear interest, and are, 
therefore, a convenient means of investing 
temporarily idle funds, which otherwise 
would be unemployed. Certificates of de- 
posit are negotiable, and when properly in- 
dorsed, may serve as security for a loan. 

Banks are required to keep reserves against 
demand and time certificates of deposit cor- 
responding to reserve for demand and time 
deposits, respectively. 

The Federal Reserve Board defines a time 
certificate of deposit (Regulation D, Series 
of 1920) as “an instrument evidencing the 
deposit with a bank, either with or without 
interest, of a certain sum specified on the 
face of the certificate payable in whole or 
in part to the depositor or his order—(a) 
on a certain date, specified on the certifi- 
cate, not less than 30 days after the date of 
the deposit, or (b) after the lapse of a cer- 
tain specified time subsequent to the date 
of the certificate, in no case less than 30 

days, or (c) upon written notice, which the 
bank may at its option require to be given 
a certain specified number of days, not less 
than 30 days, before the date of repayment, 
and (d) in all cases only upon presentation 
of the certificate at each withdrawal for 
proper indorsement or surrender.” 

The following is a typical form of Certi- 
ficate of Deposit: 
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INGisereaccncscee ee ete erie tiie: Bank 
IN GWA Y OF Ko satentietne 192 

Pei sitacteet recess has deposited in this Bank 
i a0 of oO Mat Face 3 SG Bact NA pee aetna fe Dollars 
DAVADIC LO Ele OTCCT: OL.crceuttcetacteateisore earns 
on the return of this certificate properly 
indorsed. 

ARO meee eee rweneeeeee 

Cashier. 
Serene Ree eenewewneone 

Teller. 

Certificate of Incorporation 
The charter or franchise which the origi- 

nal incorporators of a company receive from 
the Secretary of State of the state of incor- 

poration, legally empowering it to act as a 
corporation. (See Capital Stock.) 
A certificate of incorporation for each type 

of bank or trust company must be applied 
for from the proper authority. Application 
for a National bank charter is made to the 
Comptroller of the Currency. Organizing 
state banks and trust companies apply to 
the proper state authority known under dif- 
ferent titles, e. g., Superintendent of Banks 
(New York), Commissioner of Banking 
(Massachusetts), Auditor (Illinois). <A 
typical certificate of incorporation for all 
types of banking institutions contains the 
following information; (1) name of bank, 
(2) location, (3) capital and number of 
shares, (4) name, address, financial worth, 
and number of shares of each stockholder, 
and (5) that the certificate is made in order 
to take advantage of either the National or 

state banking laws. The certificate is exe- 
cuted in duplicate; one copy for the Comp- 
troller of the Currency (or state banking de- 

partment), and the other for the bank. (See 
Articles of Association, Bank Organization.) 

Certificate of Indebtedness 

A short term note, corporate or civil, rep- 
resenting floating indebtedness. A corporate 

certificate of indebtedness is merely an unse- 
cured promissory note, the holder having a 
general creditor’s recourse against the gen- 
eral assets. The United States Treasury 
Certificates of Indebtedness are short-term 
civil notes or debentures, issued for the pur- 
pose of keeping the Treasury supplied with 
funds in anticipation of tax collections. The 
short title for these notes is Treasury Certi- 
ficates. 

Certificate of Inspection 
This certificate, or combined certificate of 

weight and inspection, is a document which 

an importer may require the foreign seller 
to accompany the bill of exchange drawn 

against the shipment in accordance with the 
terms of the relative letter of credit. It is 
prepared by a trade association or concern 

authorized to make inspection and tests, and 
gives a description of the goods shipped by 
packages, boxes, barrels, weights, contents, 
markings, etc., but without prices. This in- 
strument is frequently required in the ship- 
ment of heavy and bulky materials and dif- 
fers from a certificate of analysis in that 
the latter usually applies to goods of high 
value and small bulk. 

Certificate of Origin 
A certificate sometimes required by an 

importer to insure that merchandise has. 
originated in a country in which it was in-, 
tended to be purchased, and is not being 
relayed through another country. An im- 
porter sometimes desires to protect himself 
against purchasing goods of a_ belligerent 
country, which may masquerade as coming 
from another. A certificate of origin con- 
tains practically the same information as a. 
seller’s invoice, gross and net weight stated, 
but prices omitted. 

In peace times the chief purpose of this. 
certificate is to protect the most favored 
nation clause in the customs tariff. 

Certificate of Protest 

See Notarial Protest Certificate. 

Certificate of Stock 

See Stock Certificate. 

Certificate of Weight 
See Certificate of Inspection. 

Certification Department 
The department of a bank which certi- 

fies checks. Among small banks checks are 
certified at the paying teller’s window, but 
larger banks maintain a separate window or 
windows, usually adjacent to the paying 
teller’s window, whenever the volume of 
certification business is sufficiently large to. 
warrant a separation of functions. The 
certificatiun of checks is a part of the pay- 
ing teller’s functions, because certifying a 
check is equivalent to paying it. (See Certi- 
fied Check.) 

Certifications 

See Certified Check. 

Certified Check 
A check which certifies that the signature 

of the drawer is genuine and that the depos— 
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itor has sufficient funds on deposit for its 
payment. The amount certified is then set 
aside for the express purpose of paying the 

check and payment cannot be refused be- 

cause of insufficient funds. When a bank 

certifies a check, it is absolutely bound to 

pay it. It becomes an obligation of the 
bank instead of being an order on the bank. 
When a check is presented at the window 

for certification, the drawer’s account in the 
ledger is first inspected to see that sufficient 
funds are on deposit to cover the amount 
which: is immediately deducted from the 
drawer’s credit balance before the check is 
certified. Certification consists of stamping 
or writing across the face of the check the 
word, “Certified” or “Accepted,” together 
with the date, the bank’s name, and signature 
of the officer authorized to make certification. 
The negotiable instruments law states that 
“where a check is certified by the bank on 
which it ts drawn the certification is equiv- 
alent to an acceptance.” (Art. 17, Sec. 323.) 

Since a certified check becomes an obliga- 
tion of the bank, when a check is certified 
the drawer’s account is reduced (charged) 
and “Certified Checks” account (in the gen- 
eral ledger) is increased (credited). When 
certified checks are returned through the 
clearing house or other channels, the account, 
“Certified Checks” is reduced (charged). 
Thus the balance of this account represents 
the total certified checks outstanding. 

Although a bank is not obliged by law to 
certify checks for its customers, among the 
banks in the larger cities, especially in New 
York, certification business forms a very 
important service, especially for customers 
who deal in securities. Certified checks are 
also extensively used in those types of busi- 
ness where it is important to receive the 
equivalent of cash, without at the same time 
using cash, such as in brokerage and security 
transactions, payments of loans, and real 
estate transfers. 

A check may be certified at the instance of 
either the holder or drawer. Certification 
at the instance of the holder releases the 
drawer and all indorsers from further lia- 
bility. They are out of the transaction 
entirely and the holder has recourse only 
against the bank. Should the bank fail, the 
holder of such a certified check has no cause 
of action against the drawer. Where a 
bank certifies a check at the instance of the 
drawer, however, the latter is not released 
from liability. Should the bank upon which 
it is drawn fail before the check is presented 
for payment, the holder still has recourse 
against the drawer. 

Certified Public Accountant 

An accountant to whom a state has given 
a certificate to the effect that he has met its 
requirements as to age, education, experi- 
ence, and technical qualifications, as shown 

by the fact that he has passed the prescribed 
examination. The holder of such a certifi- 
cate is permitted to use the designation, 
“Certified Public Accountant,’ or the letters 
“C. P. A.,” as an abbreviation, within the 
state of issue. The public practice of ac- 
counting is not limited by law to certified 
public accountants. 

There is a diversity among the various 
states in examination requirements. The 
most stringent qualifications are required by 
New York, the first state to issue certified 
public accountant certificates, Pennsylvania, 
Illinois, and Massachusetts. 

Cestui Que Trust 
The beneficiary of a trust, or the person 

in whose favor a trust operates. The cestui 
que trust holds the equitable title to an 
estate, while the trustee holds the legal title. 
(See Trusts.) , 

Chamber of Commerce 

A “merchants’ forum’; a title sometimes 

adopted by an organization formed to pro- 
mote industrial and commercial interests of 
a city or state. The Chamber of Commerce 
of the State of New York, the oldest and 
most important organization of its kind in 
the world, was formed in 1768. “Its special 
function is to promote and protect the in- 
terests of the commerce of the city and 
State; and its membership, while including 
bankers and brokers, is composed largely 

of merchants and manufacturers and officers. 
of industrial and railroad corporations. But 
so closely is commerce bound up with the 
money and security markets by ties of mu- 
tual interests, the big merchants being di- 
rectors in banks and corporations and the 
bankers having, in many cases, an influ- 
ential voice in the direction of the leading in- 
dustrial and mercantile companies, that it 
is not easy to draw the line separating com- 
merce from finance.”’* 

Chancellor of the Exchequer 
See Exchequer. 

’Change 
A abbreviation for stock exchange. 

*S. S. Pratt: Work of Wall Street, p. 40- 
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Charge Off 
See Write Off. 

Charges ; 
A term to denote the sum of expenses in- 

volved in the execution of an order, or in 
the shipment of goods, and includes such 
items as commission, interest, insurance, 

cable charges, freight, haulage, warehousing, 

etc. 

Charge Ticket 
A bank bookkeeping form or _ posting 

medium on which the complete details of a 
transaction leading to a debit entry in a 
ledger account are described. 

Chartered Accountant 

An English title corresponding roughly to 

Certified Public Accountant in the United 
States. A chartered accountant holds a cer- 
tificate from the Institute of Chartered Ac- 
countants which states that he has passed the 
examination given by that body and is quali- 
fied to practice public accounting. (See 
Auditing, Certified Public Accountant. ) 

Charter-Party 
A written agreement by which the owners 

of a vessel or their agents place it at the 
disposal of a merchant (shipper), the 

charterer, for the carriage of a full cargo of 

merchandise. A charter-party may hire the 
services of the vessel and its crew for a 
single voyage or a number of voyages, or 
for a definite time. 

Chattel 

A legal term to signify any movable ar- 
ticle of personal property as distinguished 
from fixed or real property. Chattels in- 
clude movable goods of all kinds capable of 
transfer by delivery, e. g., portable machin- 
ery, furniture, live stock, merchandise, stocks, 
bonds, notes, and other negotiable instru- 
ments. Sometimes the distinction between 
real property and chattels is difficult to 

make. Uncut forests are real property, while 
cord wood and growing and harvested crops 
are chattels. 

Chattel Mortgage 
A mortgage with chattels instead of real 

property given as security. Movable goods 
such as railroad equipment, portable ma- 
chinery, furniture, live stock, grain, etc., are 
the usual chattels pledged in a chattel mort- 
gage. Since it denotes that other credit re- 

sources have been exhausted, chattel mort- 
gages are very often the sign of weakness 

in a credit risk. 

Cheap Money 
An expression used to denote money pro- 

cured at low interest rates; same as Easy 
Money (q. v.). 

Check 

As defined by the Negotiable Instruments 
Law (Art. 17, Sec. 321), and by the British 
Bills of Exchange Act, a check. is: “A 
bill of exchange drawn on a bank, payable 
on demand.’ Commentators usually treat 
checks under the general classification of 
bills of exchange, but checks differ from 
bills of exchange also in that they purport 
to be drawn against a deposit, and are al- 

ways payable on demand. 
As defined by the Federal Reserve Board 

(note to Regulation J, Series. of 1920), a 
check is “a draft or order upon a bank or 
banking house, purporting to be drawn upon 
a deposit of funds, for the payment at all 
events of a certain sum of money to a cer- 
tain person therein named, or to him or his 
order, or to bearer, and payable instantly 
on demand.” 

Other definitions of a check are: (1) a 
written order drawn by a depositor upon 
his bank to pay a sum of money to a desig- 
nated party; (2) an order on a_ bank 
(drawee) by a depositor (drawer, maker or 
payer) to pay a certain sum of money to a 

third party (payee); (3) an order upon a 
bank or banker for the payment of money 
to a stated party out of funds credited to 
the account of the drawer. While a check 
from a legal point of view is an order calling 
for the payment of money, in actual practice 
it is rather an order for transferring bank 
credit used as a substitute for money from 
one account to another. 

The essential elements of a check are: | 
(1) the phrase “Pay to the order of,’ which 
imparts negotiability to the check and makes 
it an unconditional promise to pay upon de- 
mand. The single word “Pay” may also 
be used except that such a check is not ne- 
gotiable, 7. e¢., payable only to the person 
named as the payee; (2) name of payee— 
person in whose favor the check is drawn. 
Checks are sometimes made out payable to 
Self, Currency, Bearer or Cash, which is 

allowable; (3) amount payable in figures; 
(4) amount payable in written words; (5) 
name and location of the drawee bank; (6) 
signature of drawer or maker. In the case 
of some corporations the signature and 



ENCYCLOPEDIA OF 

counter signatures of designated officers are 
necessary. The signature is the final touch 
without which the check is valueless; (7) 
indorsement. The check should be indorsed 
as drawn, either in blank or by a special or 

other indorsement, but restrictive or qualified 
indorsements should be avoided. 

The non-essential but convenient elements 
of a check are: (1) location (name of city 
in which maker cr drawer is located) ; (2) 
date of drawing the check; (3) number of 
the check; (4) transit number, indicating 
the name and location of the drawee bank 
according to the universal numerical transit 
system. 

In cashing checks, the paying-teller ob- 
serves the following points to insure against 
irregularities, informalities, or discrepancies 
which, if unnoticed, might involve the drawee 
bank in a loss: identification of presenting 
party; date; filling; alterations; signature 

(authority to sign and forgery); stop pay- 
ment; financial responsibility; whether a 
home debit or drawn on another bank; in- 
dorsement. 

Checks should not be dated ahead (post 
dated), otherwise they are in effect, time 
bills of exchange. Checks should be pre- 
sented for payment “within a reasonable 
time after issue or the drawer will be dts- 
charged from liability thereon to the ex- 
tent of the loss caused by the delay.” (Ne- 
gotiable Instruments Law, Art. 17, Sec. 322.) 
Banks usually refuse to honor checks more 
than six months old. These are known as 
stale checks (q. v.), since when checks are 
not presented within a reasonable time after 

they are drawn there arises a presumption 
of irregularity. The date is not an essential 
element of a check, and an undated check is 

valid. 
The amount written in words should agree 

with the amount written in figures and when 

there is a discrepancy between the two the 
amount denoted by the words is the sum 
payable. 
A bank is usually responsible to its cus- 

tomer for paying raised or altered checks. 
A number of mechanical devices have been 
invented to prevent the fraudulent altera- 
tion of checks. (See Check Protecting De- 
vices. ) 
A bank is not required to make a partial 

payment on a check whenever the drawer 

has insufficient funds to his credit to make 
payment in full. Checks made payable to 
Cash, Currency, or Self, require no in- 
dorsement when presented by the drawer. 
In case the drawer himself does not present 
the check so drawn, the indorsement of the 
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presentor, the drawer’s representative, should 
be requested by the paying teller. 

Checks may be classified according to 
method of collection into five groups: (1) 
checks drawn on -the bank in which they 

are deposited for credit or cashed over the 
paying teller’s window, known as, “own 
checks,” “self checks,’ or “home debits” ; 
(2) checks drawn on banks in the same 
city and which will be paid through the 
clearing house, known as “clearing house 
checks”; (3) checks drawn on banks, cor- 
porations, and individuals in the same city 
which are not members of the clearing house 
and which must be presented for payment 
either through the city collection depart- 
ment of the clearing house, or directly by 
messengers; (4) checks drawn on _ banks 
located at various out-of-town points which 
must be collected through the Federal Re- 
serve Clearing System, or through corre- 
spondents or other collecting agents, known 

as out-of-town checks, transit checks, or 
foreign checks, and (5) checks drawn on, 
or issued by a bank located in a foreign 
country. (See Alteration, Cashier’s Check, 
Certified Check, Check Book, Checking 
Account, Credit Instruments, Crossed 
Check, Date, Filling, Forged Instruments, 
Forgery, Indorsements, Negotiable Instru- 
ments Law, Signature, Traveler’s Check, 
V oucher-Check. ) 

BIBLIOGRAPHY 
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Negotiable Instruments Law (q. v.). 

Check Book 

A book containing blank checks furnished 
by banks to depositors who have checking 

accounts with which funds on deposit may 
be withdrawn. Check books are usually 
available in several different styles, from 
which the depositor may select the most con- 
venient for his purposes. These styles vary 
from those suitable for carrying in the 
pocket to desk check books with three or 

more checks to a single sheet. Some check 
books are issued with stubs to enable the 
depositor to keep account of his transactions, 
i. e., deposits and withdrawals, to determine 
the balance, and to reconcile the balance as 
shown by his check book with the monthly 
statement as submitted by the bank. The 
stubs of the check book, if they contain a 
record of all deposits and payments by check 
constitute, in effect, a duplicate cash book. 

In providing blank checks, as a matter of 
service to its large accounts which draw a 
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large volume of checks, banks usually print 

the customer’s name and business thereon. 

Such check books and loose blank checks 

should be safe-guarded by depositors to pre- 
vent dishonest persons from securing blank 
checks and forging signatures to them. 

Check Desk 

A name sometimes given to the bookkeep- 
ing and statement departments of a bank, so 

called because checks received through the 

paying and receiving teller’s window and 
through the clearing house are posted to the 
appropriate accounts in the customers’ 

ledgers and statements of account. 

Checking Account 

A bank account against which checks may 

be drawn against credit balances. A check- 

ing account is to be distinguished from a 

savings account in which deposits may be 

withdrawn only upon presentation of the 
pass-book in which deposit and withdrawal 

entries are made. From the bank’s stand- 
point, checking accounts represent demand 

deposits, because subject to check and, there- 

fore, to immediate withdrawal. Savings 

accounts represent time deposits which are 

not subject to check and for which notice 

of intention of withdrawal from 30 to 60 

days may be required. 

Checking Commercial Paper 

First read Commercial Paper. 
Among banks in the larger cities a con- 

siderable amount of commercial paper is 

bought for investment. Since. at least one- 

nalf of commercial paper is one-name pape! 

its strength depends upon the financial 

responsibility and assets of the maker as 

disclosed by the financial statement. For 

this reason the note broker selling com- 

mercial paper is required to furnish a current 

statement of his client’s business. The credit 
department of a bank in considering the pur- 
chase of commercial paper must conduct an 

investigation, 7. ¢., “check” the paper. 
An investigation leading to a recommen- 

dation of purchase must show (1) a favor- 
able condition as disclosed by the analysis of 

a recent statement; (2) favorable reports 

from other banks which have had experience 
with the name in question; (3) favorable 
reports from the trade, preferably severas 
creditors and debtors and a competitor; (4) 

favorable mercantile agency reports. (See 

Commercial Paper, Note Brokers, Statement 

Analysis. ) 

Check Protecting Devices 
Mechanical devices designed to prevent 

check raising and alteration of the payee’s 
name. Several types of machines now on 
the market have succeeded in minimizing the 

fraudulent alteration of checks. One typé 
mechanically bruises the portion of the check 
into which the words and figures are injected 
in indelible ink into the fibre of the paper. 
The paper is also bruised over the payee’s 
name to prevent erasure and insertion of a 
wrongful name. Another type cuts the 

words and figures into the check by means 
of small perforations. Another method of 
protection is to indicate on the margin of 

the check, or just above the signature, by 
imprinting the words, “Not over §.............+ - 
Postal money orders are protected on the 

left hand margin by a figure which repre- 

sents the maximum amount payable. These 
devices are simple and inexpensive methods 
of guarding against losses arising through 

the raising of checks and banks should 
educate business houses in their use. 

Check Rate (Cheque Rate) 
The basic rate in foreign exchange 

transactions from which all other rates are 
computed. Foreign exchange rates are 

quoted for cables, checks and time bills of 
30, 60, 90 day and other maturities. The 

check rate is the rate quoted for checks as 
distinguished from the others. It is less than 
the cable rate, but more than the rate for 
time bills, for the reasons explained under 
the subject Cable Rate (q. v.). It is also 
known as the demand rate. In normal times 

the check rate fluctuates between the gold 
import and gold export points. (See For- 
eign Exchange, Gold Points, Long Rate, 

Short Rate.) 

Cheque 
Another spelling for Check (q. v.), but 

principally used in connection with travelers’ 
cheques. 

Chicago Board of Trade 
The most important grain exchange in 

the United States incorporated under a 

special act of the Illinois Legislature, in 
1859, but existing as a voluntary association 
since 1848. The objects of the Board of 
Trade as set forth in its rules are: (1) to 
maintain a commercial exchange; (2) to 
promote uniformity in the customs and us- 
ages of merchants; (3) to inculcate prin- 
ciples of justice and equity in trade; (4) 

to facilitate the speedy adjustment of busi- 
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ness disputes; (5) to acquire and dissemi- 

nate valuable commercial and economic in- 

formation; (6) to secure to its members the 

benefits of co-operation in the furtherance 

of their legitimate pursuits. 
As a corporation, the Board of Trade does 

not engage in trading transactions which are 

restricted to its membership, which is not 

limited, but in 1922 numbered about 1700 

members. The Board of Trade is a continu- 

ous market for the principal grains and 

farm products, and furnishes a place to 

trade, rules of trading, and market informa- 

tion for its members. 

The management of the Board of Trade 

is vested in a board of directors consisting 

of eighteen members. The president is 

elected for one year, and two vice-presidents 

for two years. These officers are members 

of the board of directors along with fifteen 

others whose term of office is three years. 

The charter provides for the adoption of 

rules which may be enforced by the board of 

directors. The rules, by-laws and regula- 

tions have become elaborate in the past sixty 

years and are designed to control methods 

of trading, administration, and membership 

discipline. 

The administration of the Board of Trade 

is partly conducted by committees. Two 

committees are provided for in the original 

charter and are elected by the membership 

at large, vis., Committee on Arbitration, and 

Committee of Appeals. The other important 

committees chosen by the president are, 
Membership, Warehouse, Grain, Clearing 
House, Market Report, Transportation, 
Weighing and Custodian, Claims and Insol- 
vencies, To Arrive Grain, and Violation of 
Rules. 

Trading is conducted in a large room, 
144x 161 in dimensions. In this room there 
are many tables for displaying samples of 
cash grain, each table accommodating sev- 
eral members. For the purpose of trading in 
futures, there are four octagonal pits, one 
each for wheat, corn, oats, and provisions. 

The trading room is also equipped with 
numerous telephones, telegraph instruments, 
and tickers, for the purpose of receiving and 
disseminating market information. Large 
blackboards display market quotations and 
such market information as ‘(1) cash grain 
market at other important terminals, (2) 
futures market at Minneapolis, Winnipeg, 
Duluth, St. Louis, New York, (3) visible 

supply of grain at other important markets, 
etc. (See Hedging, Pit, Speculation. ) 

Chief Clerk 
A name given to an executive position 

created in some banks, the function of which 

is to administer clerical routine. The chief 
clerk is a bank office manager and is re- 

sponsible for seeing that the work of the 

bank, not directly in charge of department 

heads, is smoothly and promptly performed, 
that all operations move on schedule, and 

that proper supplies and equipment are fur- 
nished. Many of the operations of a bank, 
such as clearing, collections, mail, statements, 
etc., must be handled with great promptness 
and it is the chief clerk’s duty to see that 
all engagements are met. In some banks 

he also acts as personnel officer, and is in 

charge of employment, transfer, and train- 

ing of employees. 

Chose-In-Action 

A law term which denotes a claim or right 

to personal property not in one’s possession, 
as distinguished from property actually in 
one’s possession, known as _ chose-in-posses- 
sion. A claim arising out of a breach and 
which can be collected only by an action at 
law, e. g., an open account which the debtor 

refuses to pay. 

Cipher Code 
Originally a method of communicating se- 

cret written messages unintelligible to third 

parties—despatched by mail, telegraph or 
cable. The term is now applied to tele- 
graphic or wireless messages transmitted, 
not in long-hand, but by a shorthand key or 
code, and primarily to secure condensation 
and economy rather than secrecy. Most in- 
ternational banking codes are in general use 

and the keys are accessible to all, so that 
secrecy is not the primary object. Any- 
one taking the pains can secure a translation 
and where secrecy is important, private coucs 

must be employed. 
Code messages not only secure economy by 

making one five-letter word the equivalent 
of a phrase or sentence, but accomplish five 
purposes: (1) economy, as explained above; 

(2) safety (in making payments a test word 
is used so that paying bank may know that 
the cablegram is authentic); (3) accuracy 

(the message must prove); (4) simplicity 

(the message can be boiled down to a few 
words), and (5) efficiency (time is saved 
in writing and sending the message). As 

an example of the economy effected by 
sending messages in code, an_ illustration 
taken from one of the International Bank- 
ing Codes is given: “SHANY AYFAX”, 
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SHANY means: “We accept your rate 
and will pay on next Friday to your cor- 
respondent in Christiania for your account.” 
AYFAX means: “Kroner seventy thou- 

sand.” 
The principal international codes are: 

'Lieber’s Five-Letter American Telegraphic 
‘Code, Western Union Code, Bentley’s, Com- 
plete Phrase Code, Improved, Peterson’s In- 

ternational Banking Code, Lloyd’s Bank 
Code. Special private codes are often ar- 
ranged by banks for exclusive use in transac- 
tions with correspondents and branches in 

foreign countries. 
Code messages involving the transfer of 

funds or other items of value are tested, 1. ¢., 

supplied with a word or number computed 
by a complex formula known only to the 
sender and receiver. It can thus be proved 
to be authentic. (See Cable Transfer, Test 

Number. ) 

Circular 
See Bond Circular, Prospectus. 

Circular Letter of Credit 

See Traveler’s Letter of Credit. 

Circulating Assets 
Same as Current Assets (q. v.). 

Circulating Capital 
Capital invested in Current Assets (q. v.). 

Circulating Medium 
All forms of money which have the quality 

of currency, 1. ¢., pass from bearer to bearer 
without indorsement. Circulating medium is 
the proper term for what is ordinarily called 
currency and is one of the mediums by 
which the exchange of goods and services 
take place. It includes gold coins, silver 

coins, minor coins, United States notes, 
Treasury notes, gold certificates, silver cer- 

tificates, Federal Reserve notes, Federal Re- 
serve bank notes, and National bank notes. 
(See Money.) 

Circulating Notes 
A term applied to Federal Reserve bank 

notes and National bank notes, also known 

as circulation. (See Bank Note, Federal 
Reserve Bank Notes, National Bank Notes.) 

Circulation 
Another item applied to circulating bank 

notes. (See Circulating Notes.) 
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City Bonds 
See Municipal Bonds. 

City Collection Department 
The department of a bank which receives 

sight and time drafts, checks, notes, and 
acceptances “over the window” from local 
depositors and from _ out-of-town  corre- 
spondents for collection within the city. The 
city collection department handles collection 
items only, 7. e., those which are credited to 
depositors’ accounts only when, and if, ac- 
tually collected. (See Country Collection 
Department. ) 

City Collections 
See Collection Items. 

City Items 
A term used in banking practice to denote 

checks, drafts, notes, or acceptances drawn 
on a bank, individual, firm, or corporation 

located in the same city as the bank where 
they have been deposited for collection, either 
through the clearing house or by messenger. 

Civil Bonds 

Bonds issued by a Government or political 
sub-division thereof, e. g., Federal Govern- 
ment, state, county, municipal, district, pre- 
cinct, dependent territory, as distinguished 
from corporation bonds. Civil bonds are 
supported by the good faith and taxing power 
of the issuing governmentality and are rarely 
secured by a specific pledge of collateral. 
(See Bond. ) 

Civil Loans 

Loans made by a Government or political 
sub-division thereof. (See Civil Bonds.) 

Class Bonds 
Same as Classified Bonds (q. v.). 

Classified Bonds 
Bonds of the same corporation issued in 

series, e. g., Class A, Class B, Class -C, etc., 
differing as to interest payment or issue or 
maturity date. 

Classified Stock 

Stock of the same corporation issued in 
series, the first in the series having rights 
prior to the others, e. g., first preferred 
stock, second preferred stock, third pre- 

ferred stock, or Class A, Class B, Class C. 
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Clayton Act 
An Act passed on October 15, 1914, the 

general purpose of which was to prohibit 
abuses of large business combinations. It 
is applicable to banks in that it forbids in- 
terlocking directors among banks with more 
than five million dollars in combined capital, 
surplus, undivided profits, and deposits. It 
also provided that no bank in a city of over 
200,000 inhabitants should have as an officer, 
employee or director one who is also an 
officer or employee of any other bank in 
that place. The Kern Amendment to the 
Clayton Act approved May 15, 1916, pro- 
vides, however, that with the approval of 
the Federal Reserve Board any officer, di- 
rector or employee of any member bank, or 
a “Class A” director of a Federal Reserve 

. bank, may be an officer, director or employee 
of not more than two other banks organized 
under state or national laws, providing such 
other banks are not in any substantial com- 
petition with such member banks. 
An amendment of the Federal Reserve Act 

permits any officer, director or employee of 
any member bank, with the approval of the 
Federal Reserve Board, to become an of- 
ficer, director, agent, or employee of any 
bank engaged in international or foreign 

banking, including banking in any dependency 
or insular possession of the United States, 
in the capital stock of which banking corpora- 
tion, the member bank has purchased shares 
as allowed by law. (See Federal Reserve 
Act.) 

Clean Bill of Exchange 
A bill of exchange not accompanied by 

shipping documents, such as bill of lading, 
insurance certificate, etc., and therefore un- 
secured. Bankers’ bills are usually clean. 
(See Bill of Exchange.) 

Clean Bill of Lading 
One which does not lessen the issuing 

transportation company’s liability by such 
restricting clauses as, “Said to contain —”, 
“Shipper’s load and count’, etc., or which 
refers to packages as not being intact. (See 
Bill of Lading.) 

Clean Bond 

A coupon bond that bears no indorsement 
or marks, as distinguished from a marked 
bond. (See Stamped Security.) 

Clean Credit 

A letter of credit issued by a bank against 
which the designated foreign seller may 

draw a bill without documentary support. 
The issuing bank engages to accept a clean 
bill, if otherwise drawn in accordance with 
the conditions imposed by the relative letter 
of credit. A clean credit is granted only to 
concerns of the highest credit standing. (See 
Letters of Credit.) 

Clean Documents 

See Clean Bill of Lading. 

Clear 
This term has four meanings: 
(1) Checks are cleared through the clear- 

ing house, 7. e., collected or passed through 
for payment. (See Clearing House.) 

(2) Active securities are cleared through 
a stock exchange clearing house. (See New 
York Stock Exchange Clearing House.) 

(3) A legal expression meaning free from 
incumbrance. 

(4) A vessel clears a port only after 
notice has been given of its intended de- 
parture and examination and leave by the 
Customs’ officials has been given. Clearance 
papers constitute a certification showing 

that a vessel bound for a foreign port has 
fulfilled the requirements of the law and has 
authority to leave port. 

Clearance Papers 
see ‘Clear, 

Clearing House 
A voluntary association of banks located 

in the same city joined together to facili- 
tate the daily exchange of checks, drafts, and 
notes among its members, instead of separate 
exchanges being made directly by each bank 
with the others. “A clearing house may be 
defined as a device to simplify and facilitate 
the daily exchanges of items and settle- 
ments of balances among the banks and a 
medium for united action upon all questions 
affecting their mutual welfare. The ten- 
dency has been marked, especially in recent 
years, to include within the legitimate field 
of clearing houses all questions affecting the 
mutual welfare of the banks and the com- 
munity as a whole.” 

The object of the New York Clearing 
House Association (founded in 1853), which 
is typical of all, is set forth in its con- 
stitution as follows: ‘The effecting at one 
place, of the daily exchanges between the 
members thereof and the payment at the 
same place of the balances resulting from 

such exchanges, the promotion of the inter- 
ests of the members and the maintenance of 
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conservative banking through wise and in- 

telligent co-operation.” 
At the New York Clearing House there 

are three exchanges daily, at 9 A. M., 10 

A. M., and 3 P. M. The 9 o’clock clearing 

is an early clearing for delivery of checks 
only by banks whose volume of exchanges 
is especially heavy. There is merely an ex- 
change of checks for which receipts of de- 
livery are given, no settlement being made. 

The main clearing in which all member 
banks participate is at 10 A. M. At this 
time settlement is made for checks delivered 
at 9 A. M. and at the 3 P. M. clearing of the 
previous day. 

The following is a brief outline of the 

procedure involved in the process of clearing. 
A bank receives through the course of busi- 
ness each day a great volume of checks pay- 

able at other banks in the city. To collect 
these checks by presentation at each bank 

would be a laborious and expensive process. 
The clearing house is a device whereby the 
banks in a city congregate to mutually ex- 

change these checks among them, settling in 

cash or the equivalent of cash for differences. 
Prior to the hour of clearing, each bank 

prepares the checks drawn on other banks in 
the city by sorting them into separate piles 
and obtaining an adding machine total for 
the aggregate. This is attached to the 

bundle of checks, which are placed inside a 
large envelope bearing the name of the bank 

to which presentation will be made at the 
clearing house. The amount of the checks 

is also written thereon. After each bank has 
prepared its checks for the clearing, it de- 
livers them to the clearing house. Upon 
arrival at the clearing house, each participat- 
ing bank deposits with the clearing house 
manager a credit ticket showing the total 
amount of checks it has brought to the 
clearing house against all other banks. This 
constitutes the bank’s credit at the clearing 
house. The clearing house manager then 

lists the credits of each bank upon the clear- 

ing house proof in the credit column under 
the general heading Credit, Amounts 
Brought. 
The Clearing House Proof (q. v.) con- 

sists of a list of the clearing house banks 

and their numbers, to the right of which 
are four columns for total debits and total 

credits and debit and credit balances. The 
total credit is placed in the credit column 
from the total credit ticket presented by 
each bank upon arrival. The total debit for 
each bank cannot be determined until after 
the clearing process has been completed. 

This is accomplished as follows: 

ENCYCLOPEDIA OF BANKING AND FINANCE 

Each member bank usually sends two 

clerks to the clearing house, one a settle- 

ment clerk and the other a delivery clerk. 

When the bell announcing the time of clear- 

ing is rung, the delivery clerks deliver the 

envelopes intended for each bank at their re- 
spective desks in numerical order and obtain 
a receipt for it. After the checks have been 

delivered, the settlement clerk for each bank 

must determine the total of the amounts 
that have been presented to him by other 
members, that is, the total charges against 

the bank he represents. After this amount 
has been computed, the settlement clerk for 
each bank turns over the total debit against 

the bank to the clearing house manager who 
lists the amount beside the appropriate bank’s 
name in the debit column under the gen- 

eral heading Debit, Amount Received. When 
all the debit totals are in, the clearing house 

manager foots the debit and credit columns, 
which must agree, for the reason that the 
total checks taken to the clearing house 
must equal the total taken away. Then the 
clearing house manager determines the dif- 
ference between the total debit and credit 
for each bank, carrying over the balance 
into either the debit or credit column under 
the general heading, Balances, as the case 

may require. Obviously, since the totals of 

the checks brought to and taken from the 
clearing house are equal, the total of the 
debit balances must equal the total of the 
credit balances. The clearing house man- 

ager will then determine which banks are 

creditors and which are debtors to the clear- 
ing house. If the debit and credit columns 
of totals and balances do not agree, some 
error has been made and it is necessary for 

the settlement clerks to check their work 
until the error or errors have been dis- 
covered. 

The balances owing to the creditor banks 
must be paid the same day. Settlements 
may be made in several different ways, by 
cash, by drafts on banks in other cities, by 
the debtor bank borrowing from the credi- 
tor bank, by checks on debtor banks given to 
creditor banks, and finally by bookkeeping 
entries on the books of the Federal Reserve 
bank. Where all the members of the clear- 
ing house are also members of the Federal 
Reserve bank, the most convenient method 

of arranging settlements is the latter. In- 

stead of paying off the balances by check, 

or actual cash,:at a clearing house, a debit 
or credit, as the case may be, is placed upon 

each bank’s account with the Federal Re- 
serve bank from a certified copy of the 
clearing house manager’s settlement sheet. 
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The clearing house is one of the greatest 
labor-saving house devices yet invented. The 
New York Clearing House alone has cleared 
between five hundred million and seven 
hundred million dollars per day, with about 

seventy-five millions in balances. By ar- 
ranging settlements through the Federal Re- 
serve bank, even the balances are liquidated 

by means of book debits and credits, so that 
millions of dollars of transactions are paid 
off each day without involving the transfer 
of a single penny of actual cash. 

The expenses of the clearing house are 
borne by the member banks, usually in pro- 
portion to the number of checks which each 

passes through per year. 
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Clearing House Agent 
A member of a clearing house which clears 

the checks of another bank which 1s not. 

Clearing House Balance 
The total of the debit and credit balances 

at a clearing house each day as distinguished 
from the aggregate of checks, debits and 

credits. A report of the clearing house 
totals and balances is published daily in the 
financial section of the local newspapers. 

Clearing House Bank Return 
See Clearing House Statement. 

Clearing House Certificates 
J. G. Cannon says there are two kinds of 

clearing house certificates: (1) those se- 
cured by a deposit of gold coin; and (2) 
those secured by a deposit of collateral 
securities. The former are employed in 
ordinary times as a means of settling clearing 
house balances solely as a measure to econo- 
mize time, labor and expense, by minimizing 

the risk in handling large sums of money. 
The latter, properly called Clearing House 
Loan Certificates (q. v.), are employed in 
times of financial disturbance or panic. Both 
are used exclusively for the purpose of 

settling clearing house balances among the 
members of the association. 

Clearing House Committees 
The New York Clearing House Associa- 

tion has five standing committees which are 

elected annually from the officers of mem- 
bers. These committees are as follows: 

clearing house committee conference com- 

mittee, committee on admissions, nominating 

committee and arbitration committee. The 

clearing house committee is the most im- 

portant and its duties consist of the follow- 
ing: (1) to appoint the manager and all 

necessary employees; (2) to collect moneys 
and supervise expenditures; (3) to establish 

rules and regulations not provided for in the 
constitution; (4) to examine the members of 

the association; (5) to establish rules re- 
garding collections on out-of-town banks 

and fixing the rates to be charged therefor ; 
and (6) to establish a scale of fines for 

errors, disorderly conduct, and other irregu- 
larities. (See Clearing House). 

Clearing House Exchange Rates 

Rates of exchange (usually minima) es- 
tablished by a Clearing House Association, 
which members thereof are bound to ob- 
serve, penalties being provided for viola- 
tions. The establishment of uniform ex- 

change rates for Clearing House members 

in New York City grew out of the severe 
competition of members for deposits, many 
banks receiving checks drawn on out-of-town 

points for deposit at par, ignoring any ex- 
change charge. This arrangement seemed 

unfair in view of the fact that Southern and 
Western banks continued to charge exchange 
for checks received for deposit and drawn 

upon New York banks, with the result that 
the New York banks sustained losses through 

collection of these checks at par. Accord- 
ingly, the New York Clearing House Asso- 

ciation, in the interests of conservative bank- 

ing, and in order to discourage circuitous 
routing of items, and to place all members on 
an even plane of competition, has prescribed 
minimum exchange charges. This schedule 

of rates is established by the Clearing House 
Committee and has been and may be revised 

from time to time. In this schedule, points 
in adjoining states are par points, and many 
points further away are discretionary, 1. ¢., 
the rate of exchange is discretionary with 
the bank receiving the item for deposit. 

The rate of exchange upon items that must 
be collected in out-of-town points depends 

upon three variables, vis.: (1) the kind of 
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item, 7. ¢., whether checks and drafts, bank- 

er’s acceptances, or other items (banker’s 
acceptances receive a preferential rate) ; 
(2) whether the bank on which the item is 

drawn is located in a Federal Reserve bank 
city (or branch city), or elsewhere (the 

former being accorded a lower rate), and 

(3) the mail time between the point of de- 
posit and the point of collection. 

The rules and regulations of the New 
York Clearing House regarding collections 

of out-of-town items are reproduced below: 

RULES AND REGULATIONS 
REGARDING COLLECTIONS OUTSIDE OF THE CITY OF 

New York 

(Revised to March Ist, 1921.) 

Pursuant to authority conferred upon it by the 
Constitution of the New York Clearing House 
Association, the Clearing House Committee of said 
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ulations Teenage collections outside of the City 
of New York (except as to items on clearing non- 
members), by members of the Association, or 
banks, trust companies, or others clearing through 
such members, and the rates to be charged for such 
collections, and also regarding enforcement of the 
provisions hereof: 

Sec. 1. These rules and regulations shall apply 
to all members of the Association and to all banks, 
trust companies or others clearing through such 
members, but not to branches in foreign countries 
of member institutions. The parties to which the 
same so apply are hereinafter described as collect- 
ing banks. 

Sec. 2. For all items deposited by or collected 
for the account of the Governments of the United 
States, the State of New York or the City of 
New York, from whatever source received (but 
not checks, warrants, etc., issued by said Govern- 
ments and deposited by or collected for the ac- 
count of the banks’ other customers), the charge 
shall be discretionary with the collecting banks. 

Sec. 3. For checks or drafts drawn on banks, 
bankers and trust companies, and for all other 
items, the charges shall not be less than those pre- 
scribed for the respective points in the following 
Schedule, subject to the provisions of Sections 4, 

Association’ establishes the following rules and reg- 5 and 6: 

CHECKS OR DRAFTS 

DRAWN ON BANKS, ALL 
STATES BANKERS AND BANKERS’ OTHER 

TRUST COMPANIES ACCEPTANCES ITEMS 
fAlabamae<cse wets. oe eee 1/10 of 1% §1/40 & 1/10 of 1% at of 1% 

Bitnuoghamie. cee eae. 1/40 Discretionary 1/10 
Arizotia 30a ee ee ene 1/10 1/40 1/10 Arkansas Sue. Ae ee 1/20 1/40 1/10 

Littles Rockey: At deat nee 1/20 erin te 1/10 
Californian. pov ch Cee ote ue 1/10 1/40 1/10 LoewArigelecw. Woe eases ee 1/20 Discretionary 1/10 

maw Francisco ohne ee 1/20 1/10 
Coljcada <a sheen ae, Be 1/10 1/40 1/10 

Denver fee ae s4 cee 1/20 Discretionary 1/10 
Connectrenit) (See cies ae Discretionary 1/40 1/10 
Delaware. si. Gee ee Mach cnn Mees S 1/40 1/10 
District Of \Columiigsy oes, oe ms 1/40 1/10 TFlotida<| Awe ae eho eit ee 1/10 §1/40 & 1/10 1/10 

JACKSONVINE? eau tds oun wee 1/40 Discretionary 1/10 Georgia ea tea eee ee 1/10 §1/40 & 1/10 1/10 Atlantarty- ce son ea £* see 1/40 Discretionary 1/10 Tdalio poe aie tate tees oo. ne 1/10 1/40 1/10 TIM OIG ee oe researc ee 1/20 1/40 1/10 
CHICO Eiger ki tee Gre 1/40 pb cests CaP T 1/10 

Indiana , dpa senses 5c aa net 1/20 1/40 1/10 Lowa visto e eee wa ee 1/20 of 1% 1/40 of 1% 1/10 of 1% 
Wansas 'fe'c PMR eerete ee ete, Cee 1/20 1/40 1/10 

Kansas: Cilee aas eee 1/20 1/40 1/10 
Kentucky’) \c.ameeusiane cane ten 1/20 1/40 1/10 

OUisville apn sts ss view oun, cee 1/40 Discretionary 1/10 PL oisiciia | |. Mth hie sata) amends 1/10 §1/40 & 1/10 1/10 
evew Orienns too 0. us nn 1/20 Discretionary 1/10 

AION... Se erate ee ee Discretionary 1/40 1/10 
Mareland 2 Sear ovela as sarees 1/40 1/10 

Baltimore. ccc) hoc tien te ee Oy Discretionary 1/10 
Maseachusettsy 7.4 ..us os Ce ee a 1/40 1/10 WeaROSE Os ui eux he eng? Gch ee ee is Discretionary *Discretionary 
NItGit anes ieaeiie es teres oa. See 1/20 1/40 1/10 
POLL OLE Siren ns ee ace aed See 1/40 Discretionary 1/10 

NEM EEOTA rita see te so ce cone 1/20 1/40 1/10 
IIE EA OLS Lelie sul, vo e.ke Satie che 1/40 Discretionary 1/10 Meret aetna area 1/40 . 1/10 

PMISsISSI PDI paws Ss ace bes ete ee 1/10 §1/40 & 1/10 1/10 
REEL UTE Ta rr eine a Nolip ame are 1/20 1/40 1/10 

Kansas Gilgen acm. eee 1/20 Discretionary 1/10 
Des Louiku se rede te es ook ee 1/40 . 1/10 

IM omtana Pret trtie a nee eieae .c Seen 1/10 1/40 1/10 Preleta siete Chee cece Ce 1/20 Discretionary 1/10 
Nebraskatas ete tec an tek ee 1/10 1/40 1/10 

Omahant, amare ends ont. ae 1/20 Discretionary 1/10 
Nevada. oe ote reece te beak 1/10 1/40 1/10 
New Hampshiran.e ee a. ak hte Discretionary 1/40 1/10 
New J eracy te xe ao oa a coe 1/40 1/10 

Hoboken wate ee vers alse Discretionary * Discretionary 
jetsey City Sareea Cee. is “i Fs if 

New Mexico 7/au tema ei ance 1/10 1/40 Lid 

SCHEDULE OF NEW YorK CLEARING House EXCHANGE RATES 
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CHECKS OR DRAFTS 
DRAWN ON BANKS, ALL 

STATES BANKERS AND BANKERS’ OTHER 
TRUST COMPANIES ACCEPTANCES ITEMS 

yo Se ee ee eee cee e Discretionary 1/40 1/10 
PE als Gee rah inieve ce tints od + Discretionary 1/10 
VEO WOR GIty 5 oetes bahe tds a be Discretionary 

POMS SOAP ig aise 0 0c ces as 0s 1/20 1/20 1/10 
PRE CIAO ges aS ire srkcis vie e's 1/10 1/40 1/10 
POL endl. 1/20 1/40 1/10 

UTICITST ACL BO Seite oan Gi tals se 1/40 Discretionary 1/10 
CROW Cerone pri atats ek 3 § 1/40 ¢ 1/10 

SERIE NOMI SS t sks sin i bev odes oa 1/10 1/40 1/10 
MES ROMA Vol UY ae. crate Masts or eee sw os 1/20 Discretionary 1/10 

WTC a etait icin attic oe alics lois. «2 1/10 1/40 1/10 
ORE AT CU seer tet, tna ctctangietare 1/20 Discretionary 1/10 

EORUSVUVORIA® tc yc aan 5 wens o.09 «5 00 « Discretionary 1/40 1/10 
Philadelphia cscs: wis ce ee Discretionary * Discretionary 
SeRROL SM eee gists Pein & oe «>= § i a 1/10 

POAT IMA fare nih eal aie soins + i 4: 1/40 1/10 
ReMi titet Woke OG! ala dc tac are w tiene ss 1/10 1/20 1/10 
PME MIAO oa Saas e sie ay ex 1/10 1/40 1/10 

HAL PURORSEO. leis a oan ie Os os <u Nine nie, ni 1/10 §1/40 & 1/10 1/10 
IVE@M DHS as oe hati ics Reine ore om 1/20 Discretionary 1/10 
NU Ee a a ee ee 1/40 ot 1/10 

RRS RAR re cide oui s. 6 Gave) 0k ¥y6 3 1/10 1/40 1/10 
pa TE Sigh Se es 1/20 Discretionary 1/10 
WARD ASO Bre see. Locks eae 29 4% 1/20 43 1/10 
EXOUGSTOO corte sts teats oh x's ass 1/20 hy 1/10 

“yi MeCN ae Mey a Nana a eS 1/10 1/40 1/10 
alte Laker Gity mine on coe testes 1/20 Neyo 1/10 

PUR MIU EHE NORE SSIS ke wey) de > w gid<s #3 us Discretionary 1/40 1/10 
CPA ec eee ee raciis cee ss we o's oe 1/40 1/40 1/10 

Rich Mm On teresa ticiayererae ene Discretionary Discretionary 1/10 
NE AUATIOTOD DON od ncn a ee siete ai 1/10 1/40 1/10 

ROG TRIE FUN che Vhs wa As « Mivkershatk tele 1/20 Discretionary 1/10 
SSI) xe ee tug nites eae Yo Ue 1/20 ne 1/10 

De ERE Vit Gita si, on shoe tes ple sthonia ay 1/20 §1/40 & 1/20 1/10 
WMBOUNISEIYS: «Stat gis ovate e'ei mca. Wim wae 1/20 1/40 1/10 
VV ONINIE) MME ¢ cctar sre che ela ales, oletela ans te 1/10 1/40 1/10 

* Except Purchased Paper. 
~ See Section 4 (B). 

See Section 6 (B). § See Bankers’ Acceptances Schedule. 

SCHEDULE OF NEW YorK CLEARING House ExcHANGE Rates —( CONTINUED) 

Sec. 4. (A) The charge for checks and drafts 
drawn on banks, bankers and trust companies lo- 
cated in Federal Reserve cities and cities where 
Federal Reserve Bank branches are at present or 
may hereafter be established, shall be governed by 
the ‘Schedule showing when the proceeds of 
ITEMS will become available,’ as published by 
the Federal Reserve Bank of New, York from 
time to time; that is to say, for such items on said 
cities where immediate credit is given and for such 
items which become available one day after receipt, 
the charge shall be discretionary; for such items 
available two days after receipt, the charge shall 
be 1/40 of 1%; for such items available three, 
four and five days after receipt, the charge shall 
be 1/20 of 1%; and for items available eight days 
after receipt the charge shall be 1/10 of 1%. 

(B) Whenever the Federal Reserve Bank of 
New York shall add to its par list as an all- 
par state, any state not now listed thereon as 
such (the present non-par states are indicated by f 
in the Schedule under Section 3) the charge for 
checks and drafts drawn on banks, bankers and 
trust companies located in such added state (ex- 
cept in cities having Federal Reserve banks and 
their branches) shall thereupon be automatically 
fixed to correspond with, and be governed by, the 
charges specified in (A) of this Section 4, accord- 
ing to the said ‘‘Schedule showing when the pro- 
ceeds of ITEMS will become available,” as pub- 
lished by the Federal Reserve Bank of New York. 

Sec. 5. In case the charge upon any item at 
the rates above specified does not equal ten (10) 
cents, the collecting bank shall charge not less than 
that sum; but all items received in any one deposit 
and subject to the same rate, may be added to- 
gether and treated as one item for the purpose of 
determining the amount of exchange to be charged. 

Sec. 6. (A) On acceptances of banks, bankers, 
and trust companies taken by member or clearing 

non-member institutions the charge shall be gov- 
erned by the ‘‘Schedule showing when the pro- 
ceeds of BANKERS’ ACCEPTANCES will be- 
come available,’’ as published by the Federal Re- 
serve Bank of New York from time to time; that 
is to say for such items for which credit is avail- 
able at the Federal Reserve Bank of New York 
on the day of maturity, the charge shall be discre- 
tionary; where credit is available at said bank one 
or two days after maturity, 1/40 of 1%; where 
credit is available at said bank three or four days 
after maturity, 1/20 of 1%; where credit is avail- 
able at said bank later than four days after ma- 
turity, 1/10 of 1%. 

(B) All notes or other time obligations, not 
provided for in Sub-division A of this Section, 
purchased by member or clearing non-member 
institutions payable elsewhere than in New York 
City, shall be subject to a charge of not less 
than 1/10 of 1%, provided, however, that for 
notes or other time obligations purchased or dis- 
counted by any collecting bank, payable elsewhere 
than in New York City, but with respect to which, 
the maker, endorser or guarantor; or any bank, 
banker or trust company maintaining an account 
with the collecting bank, gives a written agreement 
at the time of such purchase or discount, that pay- 
ment is to be provided in New York City on date 
of maturity in New York funds at par, the charge 
shall be discretionary. 

Sec. 7. The charges herein specified shall in 
all cases be collected at the time of deposit or not 
later than the tenth day of the following calendar 
month. No collecting bank shall, directly or indi- 
rectly, allow any abatement, rebate, or return for 
or on account of such charges or make in any form, 
whether of interest on balances or otherwise, any 
compensation therefor. 

Sec. 8. In case any member of the Association 
shall iearn that these rules and regulations have 
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been violated by any of the collecting banks, it 
shall immediately report the facts to the Chair- 
man of the Clearing House Committee, or, in his 
absence, to the Manager of the Association. Upon 
receiving information from any source that there 
has been a violation of the same, said Chairman, 
or, in his absence, said Manager, shall call a meet- 
ing of the Committee. The Committee shall in- 
vestigate the facts and determine whether a formal 
hearing is necessary. In case the Committee so 
concludes, it shall instruct the Manager to formu- 
late charges and present them to the Committee. 
A copy of these charges, together with written no- 
tice of the time and place fixed for hearing re- 
garding the same, shall be served upon the collect- 
ing bank charged with such violation, which shall 
have the right at the hearing to introduce such 
relevant evidence and submit such argument as 
it may desire. The Committee shall hear what- 
ever relevant evidence may be offered by any per- 
son and whatever arguments may be submitted and 
shall determine whether the charges are sustained. 
In case it reaches the conclusion that they are, 
the Committee shall call a special meeting of the 
Association and report thereto the facts with its 
conclusions. Jf the report of the Committee is ap- 
proved by the Association, the collecting bank 
charged with such violation shall pay to the Asso- 
ciation the sum of five thousand dollars, and in 
case of a second violation of these rules and regula- 
tions, any collecting bank may also in the discre- 
tion of the Association be excluded from using its 
privileges directly or indirectly, and, if it is a mem- 
ber, expelled from the Association. 

Resolved, that the foregoing rules and regula- 
tions are hereby established and adopted to take 
effect upon the 12th day of. August, 1918. 

RULINGS ON AND INTERPRETATIONS OF 
SOME OF THE FOREGOING RULES 

AND REGULATIONS 
(August 12th, 1918.) 

A 
All applications for rulings on regulations re- 

garding collection charges must be made in writ- 
ing and addressed to the Clearing House Com- 
mittee. All rulings will be printed and sent to 
members and other institutions connected with the 
New York Clearing House. 

B 
The Clearing House rules contemplate the charg- 

ing of collection rates on all out of town items, 
from whatever source derived, unless otherwise 
provided in the rules. This ruling is made com- 
prehensive in order to meet ingenious cases for 
evasion. 

C 

A ruling has been asked on the following: 
A suggestion that drafts be deposited in other 

than discretionary cities with the correspondents 
of a New York Clearing House member in such 
cities, to the credit of such member, the depositor 
to receive credit in the New York institution at 
par immediately upon notification of such deposit, 
and to be allowed to draw against such credits the 
same as against New York funds:— 

It is held that this and similar cases are contra- 
vention of Clearing House rules. If exceptions 
were allowed the flood of cases would practically 
nullify the rules. 

In the case of bought paper the broker should 
allow the charge as part of the purchase. 

D 

No exception is made to the general rules gov- 
erning collection charges for items drawn ‘‘with 
exchange,’ or bearing similar phrases, or when 
stamped ‘‘collectible at par through any Federal 
Reserve Bank.’’ Such items must be charged for 
in accordance with the within named rates. 

Counsel has ruled that checks stamped ‘“‘payable 
in exchange” are not negotiable; therefore, such 
checks should not be accepted for deposit. 

E 
When items, subject to collection charges, are 

returned unpaid, the charge may be remitted. 

ENCYCLOPEDIA OF BANKING AND FINANCE 

F 

Stocks, Bonds and Coupons, and Drafts with 
Securities, Bills of Lading or Collateral attached, 
are subject to the rules governing collection 
charges. ; 
When such drafts are drawn on banks, bankers 

and trust companies the charge shall be that pre- 
scribed in the first column of the schedule con- 
tained in Section 3 of the Rules and Regulations 
Regarding Collections Outside of the City of New 
York, and when drawn on others the charge shall 
be that prescribed for ‘‘All other Items,” in the 
third column of the schedule. (January 22, 1923.) 

G 
Any agreement, expressed or implied, entered 

into by a Clearing House member or by a non- 
member clearing through a member, with any in- 
dividual, firm or corporation, by the terms of 
which it is intended that the rate of interest agreed 
to be paid on deposits is to offset and compensate 
for charges made on out of town checks, is a vio- 
lation of Clearing House rules, and if brought to 
the attention of the Committee will be dealt with 
as provided by Section 8 of the Clearing House 
rules and regulations relating to the charges on 
out of town items. 

H 

The charge on Officers’ checks of any Federal 
Reserve Bank and Federal Reserve exchange drafts 
which bear the statement, ‘‘Any Federal Reserve 
Bank will receive this draft for immediate avail- 
ability at par,” is discretionary. (January 22, 
1923.) 

I 

Items deposited for account of the U. S. Ship- 
ping Board Emergency Fleet: Corporation are not 
to be considered as items ‘“‘deposited by or collected 
for the account of the Government of the United 
States,” as provided for in Section 2, and the 
charge for the collection of such items when pay- 
able at chargeable points is not discretionary. 
(April 4th, 1921.) 

(See Clearing House, Domestic Ex- 

change. ) 

Clearing House Loan Certificates 

“Temporary loans made by banks asso- 
ciated together as a clearing house associa- 
tion, to the members thereof, for the pur- 

pose of settling clearing house balances. 
Such certificates are negotiable, as a rule, 
enly among the members of the association, 
and are not in any sense to be regarded as 
currency.’’* 
The purpose of issuing these certificates 

is to relieve the shortage of currency in times 
of financial disturbance or panic. They are 
a form of emergency currency for use in 

settling clearing house balances only, and 

are issued up to a percentage varying in the 

past from 50 to 100 per cent. of the value of 
the securities deposited to secure them. 

Under the defective rigid currency sys- 
tem existing before the Federal Reserve 
Act, banks always had plenty of good col- 
lateral during a time of crisis, but had 
no means of converting it into cash. Money 
was so scarce that liquidation of these se- 
curities by sale in the open market would 
occasion prohibitive sacrifices. The issue of 

tel Ian Cannon: Clearing House. 
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oe NEW YORK CLEARING HOUSE PROOF, 
Made br Checked br 

Fines 
7180 ‘ ° _— . 

MEMBERS E DEBIT BALANCES DEBIT, CREDIT, CREDIT BALANCES 

DUE CLEARING HOUSE AMOUNTS RECEIVED AMOONTS BROUGHT DUE MEMBERS 

Bank of New York, and Trust Co 

Bank of the Manhattan Company, 2 

Mechauics & Metals Nat'l Bank, 4 

Bank of America, 
- 

National City Bank, Rg 

Chemical National Bank, 12 

Nat'l Butchers’ and Drovers’ Bk. 
‘s 

Greenwich Bank, 17 

American Exchange Nat'l Bank, 
a1 

National Bank of Commerce, 23 

Pacific Bank, 
28 

Chatham &. Phenix Nat’! Bank, 
30 

Hanover National Bank, 
38 

Corn Exchange Bank, 
45 

Importers’ and Traders’ Nat'l Bk., 53 

National Park Bank, 54 

East River National Baak, 
Pe 

First National Bank, 
65 

Irving National Bank; 
67 

Bowery Bank, i 70 

Continental Bank, : 72 

Chase National Bank, 74 

Fifth Avenue Bank, 76 

Commonwealth Bank, 
73 

Garfield National Bank, 
81 

Fifth National Bank, 82 

Seaboard National Rank, 
85 

State Bank, 
96 

Coal and Iron Natioual Bank, 
99 

Bankers’ Trust Company, 103 

U. S. Mortgage and Trust Co., 104 

Title Guarantee and Trust Co.,. 

Guaranty Trust Company, - 

Fidelity -International Trust Co. 
108 

Lawyers’ Title and Trust Co., 110 

Columbia Trust Company, LL 

New York Trust Company, 
ll4 

Metropolitan Trust Company, . 117 

Federal Reserve Bank of N. Y. 120 

Farmers’ Loan & Trust Co. 121 

Columoia Bank, 
122 

Equitable Trust Company. 128 

New York Clearing House, 200 

This certifies that the bajances as above have been ad) RAI, RESERVE BANK 

OF NEW YORK, this day $ 

cal Reserve Bant of New York | 

SPECIMEN CLEARING House Proor (See Page 108) 
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cleating house loan certificates secured by 

valuable collateral was the means of tid- 
ing over the emergency. They were issued 

to such members of the association as de- 
sired them by a deposit of approved secu- 

rities, accompanied by their interest-bear- 
ing notes. These certificates bore interest 
at rates varying from 5 to 10 per cent. 

payable by the banks to which they were is- 
sued to the banks accepting them in settle- 
ment of daily balances. The aim was to fix 
the rate high enough to insure the retirement 
of the certificates as soon as the emergency 

situation had passed. 
Clearing house loan certificates were 

used by the New York Clearing House As- 
sociation in 1860, 1861, 1863, 1864, 1873, 
1884, 1890, 1893, 1907 and 1914. Not all 
members of the Clearing House Association 
which had certificates issued to them found 
it necessary to resort to their use. Banks in 
an especially strong position have been able 
to ride the gale without them, but banks 
with weaker reserves were frequently saved 
from disaster by their use. As soon as 
the period of panic gives way to ‘easier con- 
ditions and money becomes plentiful, the 

clearing house loan certificates are retired 
and the collateral supporting them returned 

to their owners. 
Under the Federal Reserve System which 

provides for rediscounts and elastic cur- 
rency, it is doubtful whether Clearing House 
Loan Certificates will ever again need to be 

used. The real explanation of the necessity 
to resort to these certificates in the past lay 
in an organic defect in the National bank- 

ing system, wiz., failure to provide for 
Elastic Currency (q. v.), which expands and 

contracts with the needs of business. 

Clearing House Proof 

A proof of each day’s clearings at a clear- 

ing house as determined by the clearing 

house manager, as the result of the clearing 

process. This proof shows the amount 

brought to and: received from the clearing 

house by each member, and the credit or 

debit balance of each. The proof is secured 

by reaching an agreement between the total 
debits and credits, and between the total 

debit and credit balances. 
In the New York Clearing House (and a 

few others), a certified copy of the clearing 

house proof is used as a journal entry by 
which the balances due to or from each 
member may be adjusted through the books 
of the Federal Reserve bank. In New York 

City from $800,000,000 to more than $1,000,- 

FINANCE 

000,000 is settled each day without the trans- 
fer of a single penny of cash. 
A fac simile of the New York Clearing 

House Proof is reproduced on the foregoing 

page. 

Clearing House Settlement 
Payment by a bank of its debit balance 

to, or receipt of its credit balance from, the 
clearing house. It is really an adjustment 
by each bank with all other banks of* the 

association of their mutual claims against 
one another. Payment of balances may be 
effected in a variety of ways. (See Clearing 
House. ) 

Clearing House Settlement Sheet 
A sheet prepared by each member of a 

clearing house association showing the 
amount of checks, etc., which it holds against 
each other bank of the association, and which 
will be presented for collection at the next 
clearing. The total of this sheet, 7. e., the 
aggregate of claims against other members, 
represents the bank’s credit balance at the 
clearing house. (See Clearing House.) 

Clearing House Statement 
A statement issued periodically, usually 

once a week, by the larger clearing house 
house associations, which displays in con- 
densed and detailed form the financial condi- 
tion (loans, investments, legal reserve, vault 
cash, demand and time deposits) of the 
member banks. 

On pages 110 and 111 will be found a 
statement of the New York Clearing House 
members as of January 20, 1923. It will be 
noted that condensed figures are given for all 
members, showing the actual condition at the 
close of business on January 20, 1923, and 
that another set of figures exhibits the aver- 
age condition for the entire week preceding. 
A third display shows the condition of the 
individual members. 

Clearing House Stocks 
Stocks which may be cleared through the 

New York Stock Exchange Clearing 
House (q. v.). 

Clearing Member Bank 
A bank which is not a member of the 

Federal Reserve System, but which may 
collect its out-of-town checks, etc., through 
the Federal Reserve check collection system. 
Banks can become clearing members by 

keeping a balance with the Federal Reserve 
bank of their district against which incom- 
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NEW YORK ASSOCIATED BANKS 
STATEMENT AT CLOSE OF BUSINESS JAN. 20, 1923 

ACTUAL CONDITION, CHANGES FOR THE WEEK 
Pec IN ARS Qs AGS ey Aa ge ore cot hese g ARP SICA Obes Pens oct heals Optic) ear gh ee Eee a Inc. $12,042,800 
MET ORT Sa terata She char sed aio Gia Riser’ & 4 bole: ajo uls aietol b Wiel cret a EERIE UEC SSS sixle le 65/4 eee sigue ¥ aie Dec. 953,000 
PROM INADA IOCOOSILETS SS s-6.cis ciate eae Ci ake clea cme an ete eriie eittaeete erate Se ON Cintete eines 'e Siebic ¢ Dec. 138,479,000 
SIME RMR ITEMT IEA YOO LEON Oe Carey as <.« Rialels ciao ont eials io eintsvahers 4 kre dteneeneh Met INANE ahs Wi5 Ws ¢ ne ad loa ioe Inc. 43,574,000 
ppm vaitarederal Reserve tieMbeTS 2.5. ciecln sien ccalehe Saude e cielo ww acer bebos ep oiie Dec. 5,852,000 
Reserve in Federal Reserve Bank, member banks. 22.0.2. iv .cc a ces ccer cere scncevcas Dec. 4,177,000 
Reserve in own vaults, State banks and trust companies .....cccccesscsvesvuseuccees Dec. 652,000 
Reserve in other depositories, State banks and trust companies.........cecceecsoeees Inc. 225,000 
NT A CM ES o aii Wha'a atele st baie asencad alk gas Wao Beene Gee ad ae Sa hha Dee R Inc. 100,000 

> ACTUAL CONDITION, ALL MEMBERS 

1923 1922 1921 

OORT a olhgge.At he Soe See oh Ae cee eres ree $4,782,324,000 $4,430,234,000 $5,154,064,000 
Bills pay., redis., accept and other liabilities......... 516,960,000 412,167,000 1,147,237,000 
SE era TiGl CLE POSLES me aire © cies clk curate ie si slate vce. s,she.sin ere bias 3,944,466,000 3,884,281,000 3,927,460,000 
Bt meMCe DOSIUSteue G ciahe shatters aio Sit etalevercle ine! bic.s are ara a ele aoe) 446,078,000 235,761,000 254,987,000 
SORE E ROT Med Fe pecs wala’ wi es stale 'n wives» cis sv eens © 30,624,000 32,947,000 34,407,000 
Cash in vault, Federal Reserve members ........... 53,160,000 63,972,000 81,372,000 
Reserve in Federal Reserve Bank, member banks. 527,931,000 535,720,000 514,038,000 
Reserve in other depos., banks and trust companies. 9,542,000 9,767,000 10,038,000 
Cash in vault, State banks and trust companies...... 7,811,000 8,329,000 9,093,000 

PEED RTOREL SE b7)0 Soha. «ec hlem catain a eRe soe ES a $545,284,000 ~° $553,816,000 $533,169,000 
ESeLUCMFECIIIGEC Meta Males oo giet elec bieics sc as aed ele nvs 528,147,560 514,190,030 520,741,360 

STOIC ROL We fe ele cae bo a) i'n doer wiee's hisve.s fas daw e hie be ~ $17, 136,440 $39,625,970 $12,427,640 

* Government deposits of $82,376,000 deducted. Last week such deposits were $63,576,000. 

AVERAGE CONDITION, CHANGES FOR THE WEEK 

Bae MRT SC Lay mcr een ogs ss at ot eV crcl a chal cParelc sjuscicis eleheiaumtalsie soa &.0 a ar elsle wisters.s aired Susie, & at Siew veld Dec. $281,040 
EE EO att che Gale Vente e oisie mw aise ea sities no Gee sislan Glace s cen sb G58 MERE E Os Inc. 34,522,000 
MCLE THANG RC CHOSNG ie trey. cietestarterictets cists ot wre aches cictolalevets state wicinereisie.s Sree Le ke eter tke oot Dec. 4,598,000 
Ma REL OSE ERs PR a ws a vie! wivis ete nig! e ein eet a chais ese Cisse Hs 4e einie aisle > vise £% EBL bb be Be Inc. 18,061,000 
SASHeIMU At Gehedetal Reserve IMemMDELS, cfjs's'<aicielete © o-2 0.6 e oldliccs pisteleie.s 6010 scesa)bie.? wie che che Dec. 5,161,000 
iNecenvenifimeederal Reserve bank, member banksy, ...s.00s 64 2. 40 sie 0.0/0:0,0 6 » 6 sess be bose Sue Dec: 356,000 
inESeEVCEIN, OW Vallis, state Danks) ang@ truSt Companies 4%)... cesses calc caer ae ea cclec Dec. 241,000 
Reserve in other depositories, State banks and trust companies ..........0ccccccccece Inc. 258,000 
MOTE aLPOT cents fie.kne Veils «6.0 oeva;'s 7 EO OC SATS EEO IS CEA DP ROL SOTO TCL ia orice Aw Inc. 117,000 

AVERAGE CONDITION, ALL MEMBERS 

1923 1922 1921 

RE re create hides Gee Sew s We o's mead ewe dele « $4,802,216,000 $4,460,886,000 $4,986,404,000 
Bills pay., redis., accept. and other liabilities........ 481,518,000 378,021,000 1,116,105,000 
SEMI MATIEER ITE DURIES Oop sicce see wW avd a's ai cir ae 4 sie on cess 4,008,889,000 3,907,305,000 3,935,384,000 
PMIRAEOABI CS Tcicy d's cle’ cje'd a ao awa 0) sie c.s CE 4 a eee 422,107,000 235,715,000 263,473,000 
Circulation 2... cscs se cece cee c ce cecccescccccces 30,561,000 33,121,000 34,316,000 
Cash in vault, Federal Reserve members............ 55,213,000 65,495,000 84,761,000 
Reserve in Federal Reserve Bank member banks.... 530,231,000 499,218,000 516,966,000 
Reserve in other depos., banks and trust companies.. 9,585,000 8,996,000 9,652,000 
Cash in vault, State banks and trust companies...... 8,033,000 8,353,000 9,103,000 

Aggregate reserve ........0. CAC ate ee be cers - $547,849,000 $516,567,000 $535,721,000 
ESOT VCELCOUITCU. Ga 8 clits a's 6 alvie sie eidteieieleceis » 6 0s Speen sre 535,752,410 517,100,100 521,942,860 

MMA A CSCI VE! ic cs eiade cc's vc dct cvennemesdas setae ene 3 ote 096,59 Oe ee Ameer eae 778,140 
MPUMMCRET LINE LOECT VOCs 6 carn win'd a Ga'cit woe udlea glee sss 04,0 Rieti wore eae are $533,100 é siete wints 

* Government deposits of $96,539,000 deducted. Last week such deposits were $95,478,000. 

ing collections may be charged. A further Clique 

qualification is that clearing members must 
agree to accept all checks drawn on, and 
‘presented against them, at par. All Na- 
tional banks and practically all state banks 
and trust companies throughout the United 
States are clearing member banks. (See 
Federal Reserve Check Collection System, 

Par Clearances, Par List.) 

An informal group of persons or financial 
interests who work for a common end, and 

as applied to stock speculation, a group or- 
ganized to manipulate the price of a security, 
or group of securities. In financial reviews, 
bull cliques and bear cliques are often re- 
ferred to as groups of individuals interested 

in forcing prices up or down. A clique dif- 
; fers from a pool in that there is no formal 

Clearings written agreement, nor is the management 
See Bank Clearings. of the clique in the hands of a particular 
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CLEARING HOUSE BANK RETURN 

AVERAGE FIGURES WEEK ENDED JAN. 20, 1923 

BANKS AND TRUST COMPANIES MEMBERS OF FEDERAL RESERVE BANK 
Reserve with Net " 

Loans, Discount, Cash Legal Demand Time 
Investments, etc. in vault. Depositories. Deposits. Deposits. 

BanikerOLmNs 4 We Cn COGS saves esta ole $64,448,000 $740,000 $6,606,000 $48,582,000 $5,625,000 

Banks oreMian bates Co. occ. ute ene ates 126,728,000 2,394,000 14,660,000 105,060,000 16,992,000 

Mech:'& MetalsNataaiae.s<oe 3 171,181,000 4,333,000 21,289,000 158,978,000 4,797,000 

Banlevot MA miesicdmes s+ cl st aete cite 73,420,000 1,735,000 9,447,000 72,597,000 2,787,000 

Wationali City Bamnle tae vrei oe estuete 518,235,000 6,590,000 61,571,000 (a)568,455,000 54,196,000 

O@hentical Wattonal eer itere sietets ote 125,530,000 1,124,000 14,194,000 105,965,000 9,562,000 

NateButeks Go Drow eee seers + er 4,814,000 78,000 573,000 3,907,000 10,000 

American SExchiom. Nateieies cis sieicure 105,240,000 1,362,000 12,089,000 91,671,000 7,190,000 

NatasBank: ote Gomiscas tirsteters tsi 322,578,000 956,000 34,117,000 261,007,000 13,417,000 

PACTHOMDAME Woks tes ersipietsacrate aintte Ole 24,156,000 1,178,000 3,612,000 24,286,000 1,027,000 

Giiat een ix uN dtier tata eye iste as 150,453,000 4,967,000 18,456,000 122,897,000 23,286,000 
HanoverwNational Ge awciutclenis ae 123,471,000 416,000 15,436,000 TT2;935, 000 ee piratnetne siete 
Gorns Exchy Banks ceric ate 173,268,000 6,667,000 22,600,000 156,680,000 22,769,000 
Lmport. oo. rads Nations cicciveslelse 36,321,000 525,000 3,771,000 28,369,000 767,000 
Nationale ark? Dati, <tteh eset 165,485,000 983,000 17,929,000 136,637,000 4,643,000 
Bast. River National decsecls isc 14,369,000 337,600 1,670,000 12,175,000 2,171,000 
Kirst National ponkere as setae 350,372,000 483,000 23,727,000 177,215,000 28,144,000 
Trying rian cr ack selene cnatonts ieee 195,240,000 4,058,000 26,770,000 197,396,000 7,321,000 
Gotitinental “Bank lciteeet eaters oars 7,765,000 134,000 1,016,000 6,227,000 365,000 
Chases ational: Batik agus ee 366.535, "000 4,384,000 44,722,000 322,614,000 48,110,000 
Bitth Avente Bank /.j5.% tannin. S 22,471,000 774,000 3,265,000 235687; 000 SW ive sce chee 
Commonwealth Bankes aes ee 9,194 "000 469,000 1,129,000 8,629,000 208,000 
Garheld Nati Bank) 0 .t.ci ens « 15,376,000 459,000 2,093,000 14,753,000 25,000 
Pifth National” Bank Eis. asses 17,933,000 254,000 2,304,000 17,286,000 748,000 
Seaboard Natjebanik wee aie stems 78,977,000 1,159,000 10,086,000 76,465,000 1,630,000 
Coal &riron Nat ewe. rieltes eis 15,701,000 649,000 1,809,000 13,301,000 835,000 
Bankers; Urust iComenmaaieeiee cine Bia 934, 000 1,017,000 30,243,000 (b)237,770,000 16,632,000 
WU SteM obteran Unust ase sere tetone 53,043,000 896,000 6,277,000 45,604,000 4,506,000 
Guaranty, Trust Co, Sy. vse: eo es 386,703,000 1,309,000 46,418,000 os 289, 000 28,967,000 
Bidelity-lnter Deust Cacadens adan 20,713,000 362,000 2,553,000 19, 430, 000 679,000 
Columbia rusty Goma rea stake certs 79,867,000 820,000 9,941,000 76,008,000 5,789,000 
New Yoru rustcc oy ae bik ate ahs 138,610,000 461,000 16,618,000 123,036,000 8,554,000 
iWetropolitaniw Lrtstiedtes see. aa 38,931,000 508,000 4,486,000 32,678,000 4,407,000 
Farmers WoamiG@ Prue ei. +a cnet 128,610,000 520,000 13,300,000 (d) 96,060,000 24,243,000 
Columbia sBamly)s i. Canis Stic sews 30,180,000 721,000 3,887,000 29,748,000 2,255,000 
Equitable, TrustjCo ws aucvss'eGivys 186,437,000 1,391,000 21,567,000 (e)189,599,000 13,070,000 

BLOC UD Mares ete ere tape tote ete ce ates ates $4,615,289, 000 $55,213,000 $530,231,000 *$3,905,552,000 $365,727,000 

STATE BANKS NOT MEMBERS OF FEDERAL RESERVE BANK 

GREER WICIT 1c) Screkcea net eier see ete sive aes $18,944,000 $1,685,000 $2,077,000 $19,847,000 $52,000 
Bowery 2.2.2.2. sceceeceeeo vans 5,891,000 394,000 371,000 2,959,000 2,168,000 
State yiik Veh ede eee hee aaNet toate 84,063,000 3,421,000 1,853,000 29,137,000 52,258,000 

Total Mes. ware eh eles, Aamir: $108,898,000 $5,500,000 $4,301,000 $51,943,000 $54,478,000 

TRUST COMPANIES NOT MEMBERS OF FEDERAL RESERVE BANK 

Title. Guar. & Trtist\ 00... 3s: $52,053,000 $1,536,000 $3,653,000 $34,544,000 $1,011,000 
Lawyers (oitlen Sea cus terns oes tsieis 25,976,000 997,000 1,631,000 16,850,000 891,000 

OUAL eevsket ose ct mcdretenceaeveelenett $78,029,000 $2,533,000 $5,284,000 $51,394,000 $1,902,000 
Grand total isd caters premetaerscctele ersiebe $4,802,216,000 $63,246,000 $539,816,000 7$4,008,889,000 $422,107,000 

Include deposits in foreign branches not included in footings: a 109,823,000, (b 10,271,000 
(c) aa 776,000, (d) $17,000, (e) $27,557,000. Se Sihaae neck rt 

Balances carried in banks in foreign countries as reserve for such d t 26,245,00 
(b) $1,483,000, (c) $10,030,000, (d) $17,000, (e) $3,610,000. pang isa Bye 8 bea ee 

* Deposits in foreign branches not included. 
+ United States deposits deducted. 

person. In a clique there is merely an in- reference purposes and to test the efficiency 
formal understanding that a certain stock and speed in filling orders or answering let- 
is to be exploited, while in a pool, there is ters. 
a written agreement in which the profits or 
losses are shared by the members. (See Close (Closed) Corporation 
Manipulation, Pool.) A corporation, the shares of which are held 

by a few persons, usually officers, employees, 
Clock Lock or others close to the management, and 

See Time Lock. which are rarely offered to the public. 

Clock Stamp Closed Mortgage 
A device for imprinting the hour and day A mortgage which precludes further in- 

of arrival upon all mail and other matter debtedness on the property which it pledges 
received. Such a stamp is useful for future as security, 7. ¢., the limit which can be bor- 
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rowed under the mortgage has already been 

attained. Such a mortgage is advantageous 
to its purchaser or to bond holders whose se- 

curity consists therein. (See Mortgage.) 

Closed Out 

An expression used to indicate that one’s 
speculative account has been sold out against 
his consent because of insufficient margin, or 
to indicate that a business has been disposed 
of or liquidated. 

Close Money 
Money obtained at fairly high interest 

rates. Close money rates are not as high 
as for Tight Money (aq. v.). 

Close Prices 

An expression used to describe the stock 
market when changes in prices between suc- 
cessive transactions are small fractions, or 

when the final bid and asked quotations differ 
by small fractions. 

Closing an Account 
When a bank account is closed as shown 

by a complete withdrawal of the deposit 
balance, notice is sent by the bookkeeper 
(ledger clerk) to.the new business depart- 
ment and credit department for their in- 
formation and records. The reason for clos- 
ing an account is usually ascertained, if 
possible, and recorded. Frequently a letter 

is written, or a representative sent to the 
customer in the interest of ascertaining the 
cause of withdrawing the account and to 
attempt to secure a reinstatement thereof. 

Closing Price 
The price at which the last sale of each 

stock, bond, or commodity is effected daily 
on a stock or produce exchange. These 
prices are qyoted in the daily newspapers, 
usually with the opening (first) high, and 
low prices of the day. The net change in 
price of a security as reported from day to 
day is the difference between the closing 

prices of successive days. 

Closing the Books 
An expression used to refer to the clos- 

ing of stock transfer books on a date fixed 

by the board of directors of a corporation at 
the time dividends are declared, in order to 

determine the stockholders of record, 7. ¢., 

those entitled to receive dividends. The last 
date for transferring stock in order to par- 
ticipate in the dividend is the day the books 

close, the following day the stock being sold 

ex-dividend. Closing the books enables the 
transfer agent to prepare a list of the stock- 

holders so that dividends may be sent to the 
stockholders of record. (See Stockholders 

of Record, Stock Transfers.) 

Coalers 

An expression which refers to those rail- 
roads, a large part of the freight traffic of 

which consists in hauling coal. The chief 
roads which haul anthracite are the Dela- 
ware Lackawanna & Western, Central of 

New Jersey, Lehigh Valley, Delaware & 

Hudson, and Reading; those which haul 

bituminous are, Chesapeake & Ohio, Balti- 
more & Ohio, Pennsylvania, Norfolk & 
Western, Hocking Valley, and aes 
& West Virginia. 

Co-Assignee 
A joint Assignee (q. v.). 

Code 

See Cipher Code. 

Codicil 

A written addition to a will; a testamen- 

tary instrument altering or supplementing 

an existing will. It is neither necessary or 
customary to have the codicil written on 
the same paper as the will, or attached to 
it, but it must be executed with the same 
formalities as the will itself, ¢. g., if the laws 
of the state require attestation by three wit- 
nesses for the will, the codicil requires the 
same number. (See Will.) 

Co-Executor 

One of two or more executors; a person, 

bank, or trust company appointed to act as 
executor jointly with another. (See Execu- 

LOES) 

Coffee Exchange 
See New York Coffee and Sugar Ex- 

change. 

Coinage 
The process of identifying, by stamping a 

piece of metal intended to be used as money, 
by a sovereign power, 1. ¢., a national gov- 
ernment. When metal was first coined, only 
the obverse face was stamped with an image 
of the sovereign, with an indication of the 
weight. In the process oi evolution, to pre- 
vent clipping, the reverse side was also 
stamped, and finally to prevent trimming 
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the edges, the edges were milled. The pur- 

pose of coinage is to avoid inconvenience 
and delay in each act of exchange. Since 
coinage is a governmental certification of 

the weight and fineness of coins, the neces- 
sity of testing the weight and fineness of 

metal, when used as a medium of exchange, 
is obviated. Good coinage involves the fol- 
lowing requisites: easy recognition of de- 
nomination, easy identification of the issuing 

Government, certification of weight and fine- 
ness, difficulty of being counterfeited or al- 
tered; difficulty of being abraded. (See 
Abrasion, Brassage, Free Coinage, Gratui- 

tous Coinage, Milling, Mint, Money, Seign- 
iorage, United States Money.) 

Coining Rate 
See Mint Ratio. 

Coins 
First read Comage. 
Metallic money as distinguished from 

paper money; metal stamped by a govern- 
mental authority, for use as money, as dis- 
tinguished from bullion, or metal in the 
mass. United States coins have a design, 

composition, weight and fineness fixed by 
statute and are manufactured only by the 
Federal government under the supervision of 
the Director of the Mint (q. v.), and may be 

classified as gold pieces, silver pieces, frac- 
tional or subsidiary silver coins, and minor 
coins. (See United States Money.) 

Collateral 

Security given by a borrower to a lender 
as a pledge for payment of a loan. The col- 
lateral is deposited with the lender, and may 
be used to satisfy the claim of the lender in 
the event of failure of the borrower to meet 

the debt at maturity. 
Any kind of property which has a ready 

and stable market can be employed as col- 
lateral, but the collateral value of different 
kinds of property is subject to wide varia- 
tion depending upon a number of factors. 
The principal kinds of collateral are: real 
estate, bonds, stocks, notes, acceptances, cer- 

tificates of deposit, passbooks, chattels (in- 
cluding grain and live stock), bills of lading 
covering readily marketable and non-perish- 
able staples, warehouse receipts, assigned 

book accounts, and trust receipts. Some 
kinds of property are ineligible to serve as 
collateral because they have no ready mar- 

ket and their value unascertainable. 
The chief factors bearing upon the value 

of property as collateral are: readiness and 
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steadiness of market, activity of market, 
ease of transfer of title, degree of fluctuation 
of market value, and character of the col- 

lateral. The collateral or hypothecary value 
of property is the ratio of the amount which 
can be borrowed to its market value. On 
high grade collateral, e. g., Government 

bonds, collateral value runs to as high as 
90 per cent. of market, whereas in the case 
of listed stocks, collateral value ranges be- 
tween 75 and 80 per cent. The collateral 
value of real estate normally ranges between 
40 and 662/3 per cent. National banks are 
not permitted to lend more than 50 per 
cent. upon improved real estate. Savings 
banks in New York State may lend 60 per 
cent. upon improved and 40 per cent. upon 
unimproved property. 

Securities listed upon the New York Stock 
Exchange form an important class of col- 
lateral because of their extreme marketabil- 

ity. Brokers’ loans are entirely collateraled 
by stock exchange securities, known as stock 
exchange collateral. This consists of stocks 
and bonds listed upon the New York Stock 

Exchange, although unlisted or outside mar- 
ket securities are sometimes accepted, pro- 
vided they have a ready market, are sound 
in character, and do not constitute too large 
a part of the total collateral offered. 

There are two classes of stock exchange 
collateral; regular or mixed, and industrial. 
Regular or mixed collateral consists of at 
least 50 per cent. railroad stocks or high 
grade bonds and 50 per cent. of stocks of 
industrial corporations. Industrial collateral 
consists wholly of industrial stocks. On ac- 
count of the relative greater stability of 
quotations in all classes of bonds and rail- 
road stocks, loans secured by regular or 
mixed collateral usually command a prefer- 
ential rate-of % per cent. less than loans 
secured by industrial collateral. (See Hy- 
pothecary Value, Loans, Security.) 

Collateral Heir 

See Heir. 

Collateral Loan 
A short-term loan for which the borrower 

has deposited with lender some kind of col- 
lateral security, such as bonds, stocks, ware- 
house receipts, etc., which may be sold to 
satisfy the debt, if not paid at maturity. 

Collateral Mortgage Bonds 
Collateral Trust Bonds (q. v.), which are 

secured by a deposit of mortgage bonds; 
bonds which are in turn secured by a de- 
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posit of mortgage bonds, and therefore in- 
directly secured by a mortgage. The title 
has sometimes proved to be a misnomer, be- 
cause the security is sometimes stocks or 
bonds not constituting a direct lien. 

Collateral Note 

A note evidencing a loan secured by col- 
lateral, generally stocks, bonds, mortgages, 
or other notes. (See Note.) 

Collateral Security 
Property security as distinguished from 

personal security. (See Collateral, Personal 
Security, Security.) 

Collateral Trust Bonds 

Bonds secured not by real property but by 

a deposit in trust of securities, usually bonds 
and sometimes stocks. A parent company 
which owns bonds or stocks of its subsidi- 
aries may use them as collateral against an 

issue of its own bonds. The investment value 
of collateral trust bonds depends upon the 
margin of safety, or excess value of the col- 
lateral above the collateral trust issue, range 
of fluctuation in the price of the collateral, 
protection offered by the deed of trust, and 

the general credit standing of the issuing 
corporation. 

Collection (Collecting) Agent 
A’ bank acting as agent or correspondent 

located in another city with which another 
bank has completed arrangements for the 
collection of checks and other items drawn 
on points in the former’s locality, and for 
the conduct of other business. 

Collection Charges 
Charges made by a bank for the collec- 

tion of checks, coupons, drafts, notes and 
acceptances, drawn upon banks, corporations, 
or individuals at points outside the city in 
which the sending bank is located. Local 
clearing house associations usually fix a 

minimum compulsory collection charge for 
items drawn on out-of-town points, when 
cashed, or deposited for credit at its member 
banks. This charge is made to compensate 
for the loss of interest upon the money 
while the check is in process of collection, 
and is based upon the amount, and time 
necessary to collect the item. 

Federal Reserve banks, through their tran- 
sit departments, collect out-of-town checks 
for member banks, or any bank which agrees 
to pay checks drawn on it at par (known as 

clearing member banks), without charge. 
(See Federal Reserve Check Collection Sys- 
tem. ) 
When out-of-town checks are collected 

through+ regularly established collection 
agents on a prearranged basis of reciprocity 
or otherwise, the charge for collection is 
fixed at the discretion of the collecting bank. 
(See Domestic Exchange, Free Items.) 

Collection Clerk 

A bank clerk responsible for discharging 
the details in connection with the collection 
of checks, drafts and other items drawn on 

out-of-town points. Where the volume of 
out-of-town checks is large, a separate de- 
partment known as Collection or Transit 

Department, is created. (See Transit De- 

partment. ) 

Collection ‘Items 

Checks, drafts, notes, or acceptances de- 

posited with a bank for credit only if and 
when collection and payment is made, as 
distinguished from Cash Items (q. v.), which 

are credited to the customer’s account upon 
receipt, but which are subject to cancellation 
in case of non-payment. Most items de- 
posited are cash items. Collection items are 
those where some doubt is entertained by 
the depositor of their eventual payment, and 
they are therefore accorded individual treat- 
ment, each item being given a special number, 

for the purpose of identification, and a 
separate deposit slip describing it in detail. 
Collection items may be divided into four 
classes: (1) City Collections (q. v.)—items 
drawn on banks, corporations, or individuals 
within the city; (2) country collections— 
items drawn on out-of-town banks, etc.; 

(3) special collection items, with special 
documents attached, e. g., bills of lading, 
mortgages, stocks and bonds; and (4) foreign 

collections —items drawn on _ banks, etc., 
located in foreign countries. 

Collection Ledger 
A ledger, also known as “float” ledger, 

constituting a part of the bookkeeping 
records of a bank transit department for the 
purpose of temporarily holding charges to 

various banks for checks and other items 
while in transit, or process of collection. 
Separate ledgers are provided for items for- 

warded for collection to Federal Reserve 
banks and those forwarded directly to col- 

lecting agents. The collection ledger is 

usually a Boston or progressive type ledger, 

with an extra column placed next to the 
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debit column so that the availability date of 
each posting may be indicated. 

By reference to the collection ledger, it is 
possible to ascertain the amount of items in 
process of collection through the Federal 
Reserve check collection system and through 

country correspondents or collecting agents. 

These amounts are tied up with the general 
ledger through the accounts entitled, Due 

from Federal Reserve bank, Collections, 
and Due from Banks, Collections, respec- 

tively. As items are collected, the collec- 
tion ledger accounts are credited and the 
Federal Reserve bank or country correspond- 
ent.is debited. 

Collection Letter 

A letter of transmittal or deposit slip 
accompanying a collection item, 7. e., one to 

be credited to the sender’s account only if 

and when collected. Collection items are 

treated individually, given a separate collec- 

tion number for identification purposes, and 

only one is listed on a single collection letter. 

Collection letters are usually form letters 

and if complete, contain the following in- 

formation: name of collecting agent, date 

forwarded for collection, name of sender 

(owner), sender’s collection number, name 

of maker or drawer, where payable, maturity 
date if the item is a note or acceptance, 

whether the item is to be protested or not, 
amount, special instructions. 

Collection Number 

The number assigned to a collection item, 

in the accompanying collection letter and by 
which it is identified in subsequent corre- 
spondence and the records. (See Collection 
Letter. ) 

Collections 

See City Collection Department, Clearing 
House, Collection Items, Country Collection 

Department, Coupon Collection Department, 
Federal Reserve Check Collection System, 
Federal Reserve Interdistrict Collection Sys- 
tem, Messenger, Note Teller, Transit De- 

partment. 

Collection Teller 

A bank teller who supervises the collection 

of checks and other items deposited for 
credit only if and when collected. (See City 
Collection Department, Country Collection 
Department, Collection Clerk, Transit De- 
partment. ) 

Colon 

See Foreign Moneys—Costa Rica, Salva- 
dor. 

Colonial Bills 

A term which applies to bills of exchange 
drawn on the colonies of Great Britain, in- 
cluding Australia, South Africa, and the 

Far East. Since most Australian banks 

carry balances in London, these bills have a 
particularly good market in that center, and 
are always payable in sterling. 

Colonies of the continental European coun- 
tries settle their trade balances usually in 
the currency of the mother country. Bills 
drawn on the colonial territories of France, 
Holland and Germany are payable in francs, 
guilders, and marks, respectively, and are 
treated in a manner similar to that accorded 
British colonial items. 

Combination 

An association of individuals or corpora- 
tions for the furtherance of some project. 

(See Pool, Trust.) 

Commercial Agencies 
See Mercantile Agencies. 

Commercial Agency Reference Books 
See Mercantile Agencies. 

Commercial Agency Reports 
See Mercantile Agencies. 

Commercial Bank 

A name given to one of the six classes 
of banking institutions under Bank (q. v.). 

Commercial banks are designed primarily to 

finance the production, distribution, and sale 

of goods, 7. e., to lend short-term funds, as 
distinguished from the service of lending 

long-term or capital funds. The bulk of 

deposits. of commercial banks consists of 

demand deposits which are invested in short- 
term loans having maturity ranging usually 

from three to six months. National and 
state banks are the best examples of com- 
mercial banks, although in most states trust 
companies are also permitted to engage in 
commercial banking. Private banks are 

usually commercial banks. 

Commercial Bar 

See Assay Bar, Export Bar. 
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Commercial Bills 

Bills of exchange arising out of com- 

mercial transactions as distinguished from 

clean bankers’ bills, travelers’ letters of 

credit, travelers’ checks, remittance drafts, 

finance bills, etc. (See Foreign Bills of 
Exchange. ) 

Commercial Borrowers 

Merchants (wholesalers and retailers) who 
borrow on short-term notes largely to finance 
inventories, or who realize on notes and 
accounts receivable by discounting them. 

Commercial Credit 

(1) A term used to indicate credit fur- 
nished to manufacturers, wholesalers, job- 
bers, and retailers—those engaged in the 
manufacture and distribution of commodities. 
Commercial credit is distinguished from per- 
sonal, banking, public, agricultural, and in- 

vestment credit. (See Credit.) 
(2) A transaction involving the use of a 

commercial letter of credit. (See Letters of 
Credit). 

Commercial Credit Companies 
Concerns also sometimes known as credit 

or finance companies, engaged in the busi- 
ness of lending on open, or book accounts as 
collateral. The note of a commercial credit 
company is not eligible for re-discount at 
a Federal Reserve bank, even though secured 
by eligible paper itself. (See Assigned Book 
Accounts. ) 

Commercial Discounts 
This term has two meanings: . 
(1) Notes given to lending banks by 

mercantile firms upon which interest is paid 
in advance. 

(2) Cash discounts offered by a seller to 
a purchaser to encourage the payment of in- 
voices in advance of the maturity allowed 
by the terms of credit. (See Cash Dis- 
count. ) 

Commercial Failures 

See Failures. 

Commercial Letter of Credit 

See Letters of Credit. 

Commercial Loans 

See Loans. 
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Commercial Paper 
All classes of short term negotiable instru- 

ments (notes, bills, and acceptances) that 

arise out of commercial, as distinguished 
from speculative, investment, real estate, 
personal or public transactions; short-term 
notes, bills of exchange, and acceptances 
arising out of industrial, agricultural, or 
commercial transactions, the essential quali- 

ties of which are early (three to six months) 
maturity, automatic or self-liquidating power, 

and soundness in origin and purpose of use. 
According to the Federal Reserve Board 
“this class of paper should represent in 
every case some distinct step or stage in the 
productive or distributive process—the pro- 
gression of goods from producer to con- 

sumer.” 

A definition given by a well known banker 
in the formative years of the Federal Reserve 
System is as follows: 

“Commercial paper consists of promis- 
sory notes, bills of exchange, or accept- 
ances im negotiable form representing 
advances to be used in the production, 
manufacture, distribution, or storage of 
commodities for which there ts a con- 
stant, periodic, or seasonal demand by 
consumers, merchants, or manufacturers, 
so that in the natural course of events 
the satisfying of this demand within a 
reasonable lapse of time from date of 
issuance of the paper will result in the 
payment of the notes, bills of exchange, 
or acceptances thus created. For illus- 
tration, under this definition, the financ- 
ing of bricks in the process of manufac- 
ture would be proper, but the financing 
of a building im which these bricks are 
used as construction would not.” 

In a narrower sense, commercial paper 
consists of notes, etc., maturing in less than 

one year which are the direct obligations of 
issuing mercantile or industrial corporations 
or co-partnerships, and are sold through the 
medium of note brokers, principally to banks 
in the larger financial centers, and to a 

smaller extent to insurance companies and 
business corporations. Commercial paper 
denominations range from $2,500 as a mini- 
mum to $50,000 or more as a maximum. In 
order to obtain the widest investment field 
the most frequent units range between $2,500 

and $10,000, $5,000 being the most customary 
denomination and six months the most cus- 
tomary maturity. Rates vary according to 
the credit standing of the issuer and money 
market conditions. 
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Commercial paper borrowing is for the 
purpose of buying or carrying stocks of mer- 
chandise to be quickly resold, and may be 
regarded as a convenient method of finan- 

cing inventory purchases at the seasonal 
peak. Four classes of commercial paper 
usually appear in the open market, viz.: (1) 
unsecured single name, which accounts for 
about 75 per cent. of the total; (2) double 
name, including trade paper, 7. ¢., promissory 
notes given in settlement for goods pur- 

chased and indorsed by the seller, and non- 

trade paper bearing indorsement, amounting 
to about 20 per cent. of the total; and (3) 
collateral notes representing about 5 per 

cent. of the total. 
The advantages of issuing commercial 

paper from the standpoint of the borrower 

are five-fold: 

(1) To obtain cash with which to take 
advantage of cash discounts offered by trade 
creditors. Credit terms differ among various 
trades but almost without exception cash 

discounts are offered where payment is made 
in advance of the term allowed. In the 
wholesale grocery trade, for instance, it is 

customary to allow 2 per cent. for payment 
within ten days, or net 30 days. In some 

trades a better discount may be allowed for 
spot cash. At any rate, discounts and antici- 

pations frequently range from 12 per cent. 
to 18 per cent. a year. When money can be 
borrowed for 6 per cent. and 18 per cent. 
can be gained by taking advantage of cash 
discounts, a net profit at the rate of 12 per 
cent. is made upon capital invested in mer- 

chandise. Cash discounts should therefore 
always be taken, since money seldom per- 

forms a greater earning service. 

(2) To establish national credit. Many 
enterprises which issue commercial ppaer are 
nationally known organizations that have 
created a national market for their product 
through widespread advertising campaigns. 

In such cases, the issuing of commercial 
paper may be an expedient for establishing 
a national credit reputation. 

(3) To keep a reserve of borrowing power 

at local banks. Local banking connections 
may not be able (on account of lack of 
capital) to supply adequate funds, or if ,able 
to supply funds perhaps not at as favorable 
rates as can be secured through the issue of 

commercial paper. Local money market may 
be tight, whereas in other sections conditions 
may be relatively easy. By issuing com- 
mercial paper a concern may keep its bor- 
rowing power in the local market in reserve 
for an emergency, and meanwhile can test 

out various other markets where its com- 
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mercial paper may be sold at the cheapest 
rates. Unexhausted bank “lines” should 
always be sufficient, however, to cover com- 
mercial paper borrowings. 

(4) To borrow at cheaper rates than is 
possible at home. 

(5) To establish a broader market for 
the paper than is possible at home. Com- 
mercial paper may be sold anywhere, the 
function of commercial paper houses and 
note brokers being to find the most advan- 
tageous markets. 

The advantages of commercial paper from 
the standpoint of buyers are four-fold: 

(1) The risk is relatively slight. Note 
brokers who distribute commercial paper 
maintain extensive credit files and paper 
which they buy is subjected to rigid examina- 
tion. Note brokers could not long continue 
in business if commercial paper borrowers 
from whom they have made purchases, could 
not meet their maturities. Commercial paper 
purchases, therefore, are arranged only 

with concerns which have a firmly established 
earning power, current assets sufficient to 

justify the aggregate of borrowing, a rea- 
sonably high Current Ratio (q. v.), and a 
favorable reputation as to personnel, man- 
agement, and quality of product. 

(2) There is no moral obligation to renew 
commercial paper, 1. ¢., insistence on pay- 
ment at maturity, and refusal to make new 
loans does not subject the lending bank to 
the danger of loss of any business advantage. 
This differs from loans made to a bank’s 
customers which oftentimes must be renewed, 

where there is no justification for it except 
as a protection to the bank or as a favor 
to the borrower. 

(3) Commercial paper furnishes a good 
investment medium when the demand for 
funds is slight from other sources. Many 
banks, corporations, and individuals invest in 

commercial paper because of its soundness 
and quick convertibility. 

(4) Commercial paper often returns a 
better rate than loans to customers. 

The alleged disadvantages of commercial 

paper purchases are that they are usually 
single-name paper which does not evidence on 

its face the purpose for which the proceeds 
will be used. These disadvantages are more 
apparent than real wherever the reliability 
and financial responsibility of the maker are 
first class. 

Commercial paper is usually purchased on 
an option running from 10 to 20 days. With- 
in this option period the prospective buyer 
retains the right to return any notes that he 
regards as undesirable, the purpose of the 
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option period being to give the buyer the 
opportunity of ascertaining the credit respon- 
sibility of the maker. (See Limitations on 
Bank Loans, Note Brokers.) 
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Commercial Paper House 
See Note Brokers. 

Commercial Paper Names 
A term used among bank credit men in 

referring to corporations and partnerships 

which habitually borrow through the open 

market by issuing commercial paper. (See 

Commercial Paper.) 

Commercial Parities 
See Foreign Exchange. 

Commission 
The charge made by banks or brokers for 

various services rendered customers. Com- 
missions are charged by broker members of 
the various exchanges for buying and sell- 
ing securities, commodities, etc. Commission 
schedules for executing orders on the various 
exchanges are given under titles, as follows: 
New York Stock Exchange, New York Curb 
Market, New York Consolidated Stock Ex- 

change, New York Cotton Exchange, New 

York Coffee and Sugar Exchange, and 
Chicago Board of Trade. 

Banks charge a commission for acting as 
custodian, fiscal agent, registrar, stock trans- 
fer agent, vdrious trust services, issuing 
letters of credit, accepting drafts drawn 
under letters of credit, etc. 

Note brokers charge a commission for 
selling commercial paper and money brokers 
for placing time loans. 

Commissioner of Banking 
See State Banking Department. 
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Commission House 

A brokerage concern a member or mem- 
bers of which are also members of a stock 
or other exchange and which executes orders 
to buy and sell on such exchange or ex- 
changes, as distinguished from exchange 

members who trade only for their own 
accounts. 

Commissions, Schedule of 
See Commission. 

Commitment 

A pledge or engagement; a contract in- 

volving financial responsibility or a contin- 
gent financial obligation to be performed in 
the future, e. g., an obligation to pay for 
subscribed stock on call, to take up bonds 
subscribed or purchased on the delivery date, 
or orders entrusted to a broker for buying 
and selling securities. 

Committee in Lunacy 
A person appointed by a court, usually 

upon the initiative of relatives, to adminster 
the affairs and protect the estate of a person 
adjudged to be a lunatic. The term is 
synonymous with Conservator (q. v.), the 
terminology used varying among the states. 

Commodity Paper 
As defined by the Federal Reserve Board 

(Regulation A, Series of 1917) commodity 
paper is a “note, draft, bill of exchange, or 
trade acceptance accompanied and secured by 
shipping documents or by a warehouse termi- 
nal, or other similar receipt, covering ap- 
proved and readily marketable, non-perish- 
able staples properly insured. 

“To be eligible for re-discount at the spe- 
cial rates authorized to be established for 
commodity paper, such a note, draft, bill of 
exchange, or trade acceptance must always 
comply with the respective sections of this 
regulation applicable to it, must conform to 
the requirements of the Federal Reserve 
bank relating to shipping documents, receipts, 
insurance, etc., and must be a note, draft, bill 
of exchange, or trade acceptance on which 
the rate of interest or discount—including 
commission—charged the maker does not 
exceed 6 per cent. per annum. 

“As a special rate on commodity paper is 
intended to assist actual purchasers during 
crop moving periods, and is not designed to 
benefit speculators, the Board reserves the 
right to suspend the special rates herein pro- 
vided whenever it is apparent that the move- 
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ment of the crops which this rate is intended 
to facilitate, has been practically completed.” 

Commodity Rate 
The rate of interest charged upon com- 

modity paper. (See Commodity Paper.) 

Common Carrier 

A company authorized to undertake trans- 
eportation as a regular business, e. g., rail- 
sroads, steamship companies, express com- 

\panies, traction lines, etc. Common carriers 

care subject to the basic law of public callings 
‘and as such must (1) furnish services to all 
who apply; (2) provide adequate facilities 
for all; (3) charge reasonable rates; and 

(4) charge equal (non-discriminatory) rates. 
This law is also applicable to all public 
service corporations. 

Common Stock 

That part of the capital stock of a corpora- 
tion which represents the last claim upon 
assets and dividends, as distinguished from 
Preferred Stock (q. v.). Dividends upon 
common stock may not be paid until interest 
éipon all bonds, floating indebtedness, and 
dividends on preferred stock issues, have 
heen met. Common stockholders bear the 
greatest risk, but usually have the greatest 

control, and are entitled to the largest profits, 
if earned, since dividends are contingent upon 

earnings. 

The value of common stock usually is sub- 
ject to wide fluctuations, due to variations in 
earnings. Common stock must therefore be 
classified as a speculation rather than an in- 

vestment. For the tests of soundness of 
stocks, see Industrial Stocks. 

In England shares of common stock are 
{known as ordinary shares. (See Capital 

Stock, Stock, Stock Certificate.) 

Community Trust 
A form of charitable trust under which 

gifts and money bequests are received to 
be applied for public purposes and adminis- 
tered by a bank or trust company in con- 

junction with an advisory board of citizens. 
The community trust plan was first developed 
in Cleveland, Ohio, in 1914. This city which 

is said “to know itself better than any other 
American city,’ had a fund of nearly a 
hundred million dollars in 1922. Since 1914 
more than forty community trusts have been 
‘organized throughout the country. 

The purpose of a community trust.is to 
prevent the misuse or inoperation of absurd 

bequests for philanthropies which have. be- 
come obsolete, as for example, a fund left 

in 1626 by Henry Smith in England, pro- 
viding for the redemption of captives from 

pirates. In other words, the community 
trust plan is an attempt to mitigate the evil 

of “the dead hand” by making property dedi- 
cated to a charitable purpose available for 

commuted uses, when once the original pur- 
pose designated by the donor becomes obso- 
lete, inoperative or harmful. 

“The community trust plan ts a recognition 
of two fundamental facts: first, the element — 

of certain and constant change which is 
taking place im our social structure and in 

our view point with respect to charity; and 
second, that the charitable problems of each 
generation can better be solved by the best 
minds of these generations than through the 

medium of the dead hand of the past. H1s- 
tory proves that permanently to endow an 
individual or an institution is a questionable 

and sometimes a dangerous act.” 
“Under the community plan a donor of any 

sum of money may be sure of the handling 
of the fund by impartial persons chosen 

for their knowledge of the needs of the 
times. The principal elements in a com- 
munity trust are the banks and trust com- 
panies which act as trustees for the conser- 
vation of the charitable gift and for its m- 
vestment and reinvestment, a public com- 
mittee of distribution consisting of eleven 
people chosen for their knowledge of chari- 
table needs, and a director who under the 

direction of the committee of distribution 
and the trustees has charge of the current 

and active affairs of the trust. While the 
committee of distribution does not have the 
actual handling of the income, it controls and 
directs its distribution. 

“The principal difference between private 
foundation or trusts and the community 
trust lies in the fact that private foundations 
represent usually the benefactions of a single 
individual and have a self-appointed and self- 
perpetuating committee of distribution.” * 

The New York Community Trust was 
created in February, 1920, for the following 
purposes : 

(1) The creation and development of a 

better community spirit and the carrying out 
of community purposes not otherwise pos- 
sible; (2) the preservation of the principal 

and the proper investment and reinvestment 
of the funds bequeathed by charitable donors 
through the security of the institutions acting 

as trustees; (3) the ability of the trust, 

*FK'rom address by Frank J. Parsons, Director 
of the New York Community Trust, May, 1922. 

a, 
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through its broad powers, without unreason- 

able delay and expense, to divert to live 
charities, funds left to an originally worthy, 
but later obsolete philanthropy; (4) the 
opportunity for men of small means, with 
no direct descendants, to make contributions 

to a common community fund; (5) the 

opportunity for men of large means, after 
having cared for their own, to provide that 
a portion of their wealth, or the residuum 
of their estates after the death of individual 
beneficiaries, shall remain intact, the income 
to be used for community purposes. 

The committee of distribution of the New 
York Community Trust consists of eleven 

members, five of whom are selected by the 
trustees and six of whom are appointed by 
incumbents of the following offices: The 
President of the Chamber of Commerce of 
the State of New York, the President of the 

New York Academy of Medicine, the Presi- 
dent of the Association of the Bar of the 
city of New York, the Mayor of the City 
of New York, the President of the Board of 

Trustees of the Brooklyn Institute of Arts 
and Sciences, the Senior Circuit Judge of the 
United States Circuit Court of Appeals for 
the Second Circuit. (See Trusts.) 

Company 
See Controlling Company, Corporation, 

Holding Company, Investment Company, 
Joint-Stock Company, Operating Company, 

Parent Company, Trust Company. 

Comparative Statements 
Financial and income statements for con- 

secutive years used as a basis for noting the 
progress or regress of a business applying 
for credit. (See Statement Analysis. ) 

Comparisons 
A periodic, reciprocal statement of pur- 

chases and sales occurring between brokers, 
or between brokers and bankers for collat- 
erals held by a bank against brokers’ loans, 
in order to determine the accuracy of the 
records of each. Brokerage comparisons are 
made daily by means of slips exchanged be- 
tween the transacting brokers. Brokerage 
comparisons with banks are customarily 
made monthly by means of a reciprocal 
statement of collaterals held against a loan. 

Comparison Slip 
See Comparisons. 

Compensated Dollar 
See Stabilized Dollar. 

Compensation 
Payment for services or goods. 

Compound Arbitration of Exchange 
See Arbitration of Exchange. 

Compound Interest 
See Interest. 

Comptroller 
The officer of a bank who supervises the 

bookkeeping, accounting, auditing, and re- 
porting procedure, and who is responsible for 
initiat ng improvements in the accounting and 

auditing methods. All reports, internal statis- 
tics, and data concerning the financial con- 

dition should be prepared or approved by 
him; and to be most effective he should re- 
port directly to the president or chairman 
of the board of directors. He should also 
be responsible for controlling all financial 
records and for providing a system of in- 
ternal check that will guard against inac- 
curacies and fraud. 

The comptroller must have a thorough 
knowledge of bank organization and opera- 
tions, banking principles and law, as well as 
a knowledge of accounting and auditing 

technique. (See Comptroller of the Cur- 
rency, Comptroller’s Call.) 

Comptroller of the Currency 
An office created by the National Bank 

Act, the function of which is to authorize 

the establishment of, and to supervise and 
control National banks and national currency 

secured by United States bonds. Applica- 
tions to organize all National banks are made 
to the Comptroller of the Currency and all 
National bank examinations are supervised 
from his office. National banks are re- 
quired to make at least five annual reports to 
the Comptroller of the Currency and to sub- 
mit to two regular examinations by the 
National bank examiners each year. The 
Comptroller of the Currency is under the 
general direction of the Secretary of the 
Treasury. (See Comptroller’s Call.) 

Comptroller’s Call 
The Comptroller of the Currency is re- 

quired by law to call for a statement of 
condition of each National bank, at least five 
times a year. Calls are made at irregular 
intervals so that the reporting banks will 
not know the exact date the statement must 
be furnished. Statements of condition must 
be forwarded to the Comptroller within five 
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days after receipt of the notice, otherwise a 
penalty of $100 for each day the report is 
delayed, is exacted. Before the comptroller’s 

call is announced, a preliminary letter which 
encloses blank reports and publishers’ certi- 
ficates for use at the time of the ensuing 
call, is forwarded to each National bank. 

The complete statement of condition is re- 

quired to be published in a local newspaper 

after each call. 
A second form of report is submitted to 

the Comptroller of the Currency at each 
dividend date. This report shows net earn- 
ings for the period, amount of dividends 
declared, and net earnings remaining sub- 

ject to reduction by losses and taxes, before 
transferable to undivided profits. 

In addition to regular reports, the Comp- 

troller of the Currency may require special 
reports, ¢. g., a statement showing distribu- 
tion of loans by states and reserve cities, 

deposits by states and reserve cities, loans 

outstanding to brokers, etc. 
The correctness of statements furnished 

the Comptroller must be attested by the 
President or Cashier and by three directors. 
It is also sworn to before a notary public. 

Concession 
This term has three meanings: 

(1) A shading or decrease in the market 
price of securities. 

(2) A reduction in the price of a security 
offered to a bank or investment house which 
retails securities by a syndicate wholesaling 

securities, from the public offering price. 
The concession below the public offering 
price represents the profit to the investment 
dealer. 

(3) The right granted to a lessee to use 
property of the Jessor for certain purposes 
for a stipulated period. More broadly, any 
grant or lease of a property privilege made 
by a government for political or economic 
advantage to a foreign corporation or asso- 
ciation to enable it to exploit mineral re- 
sources, to build canals or railroads, etc. 

Conditional Indorsement 

See Indorsement. 

Confidence Men 

Professional swindlers. (See Bunco, 
Swindling.) 

Confirmation 

An order or agreement in writing to verify 
or confirm one previously given verbally, or 

by telephone or telegraph. Executions of 
orders to buy or sell securities are confirmed 

in writing by brokers to their customers. 

Confirmed Credit 

A letter of credit which cannot be can- 

celled or modified without the consent of 

both buyer and seller. (See Letters of 
Credit.) 

Conservator 

The name given in some states to a person 
appointed by a court to manage the estate 

of an incompetent or lunatic in much the 
same way as a guardian adminsters the 
affairs of a ward. The conservator is 
charged with preserving the property and 
keeping it on a conservative income basis and 
is required to make frequent statements to 
the court. The death of the lunatic termi- 
nates the conservatorship. 

Consignee 
One to whom merchandise is forwarded or 

shipped. In freight shipments the consignee 
is notified by an arrival notice from the 
transportation company. In parcels post and 
express shipments, delivery is made directly 
to the consignee. 

Consignment 
In a general sense a shipment of goods 

from the consignor to consignee whether 
the consignor is owner or merely acts as 

agent in their sale. In a narrower sense a 

shipment of goods to a commission merchant 
who acts as agent for the owner or for the 
owner and consignor, for the purpose of 

immediate sale according to the consignor’s 
instructions and for his account. (See Ac- 
count Sales.) 

Consignor 
A shipper or sender; one who ships mer- 

chandise. The consignor takes a bill of 
lading, express or parcels post receipt, as 
evidence of his shipment. 

Consolidated Annuities 

Same as Consols (q. v.). 

Consolidated Bonds 
See Consolidated Mortgage Bonds. 

Consolidated First Mortgage Bonds 
Bonds secured by a first mortgage on con- 

solidated property; sometimes a misnomer 

for consolidated Mortgage Bonds (q. v.). 
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Consolidated Mortgage 
A mortgage upon an entire unit of real 

property formed by the consolidation of 
several smaller parcels. A _ consolidated 

mortgage is not necessarily a first mortgage. 
[It may be a first mortgage on some of the 

parcels entering into the consolidated prop- 
erty and a second or even third mortgage 
upon other parcels. 

Consolidated Mortgage Bonds 
Bonds secured by a consolidated mortgage. 

These bonds are frequent among railroad 
securities, and are distinguished from divi- 
sional bonds in that the latter are secured 

by separate railroad properties. Consolidated 
mortgage bonds are similar to general mort- 

gage bonds, and are secured by a first mort- 

gage upon a part, and a second or other 

mortgage upon other parts of the company’s 
property. 

Consolidated Stock Exchange 
See New York Consolidated Stock Ex- 

change. ‘ 

Consolidation of Banks 

The National Bank Act permits the con- 

solidation of two or more National banks 
within the same county, city, town, or village, 

with the approval of the Comptroller of the 
Currency. Such a consolidation rests upon 
the terms which may be agreed upon by the 
majority of directors of each of the banks 
joining the consolidation, provided such 
agreement is ratified by shareholders repre- 
senting two-thirds of the capital stock of 
each of the banks. Such a consolidation 
precludes the maintenance of more than one 
banking establishment. (See Branch Bank- 
ing. ) 

Consols 

A market name for the chief pre-war 
British Government bonds which comprised 
before the World War the greatest part of 
the British national debt, amounting in 1914 
to about $3,443,799,000. 

The term is derived as a contraction of 
consolidated annuities and consolidated stock 
(Government bonds commonly being known 
as stock in England and the Continent). 
Three different British Government loans 
were consolidated in 1757 into one fund and 
were called the 3 per cent. consolidated an- 
nuities or Consols for short. In 1888 the 
rate was changed to 234 per cent., and to 2% 
per cent. in 1903, which rate, payable quar- 

terly, they now bear. They are redeemable 

at the option of the Government in 1923, or 

thereafter. 

Consols represent the premier investment 

of England, just as the Government bonds 

of this country are the highest grade in- 

vestments here. Their price is regarded as 
one of the chief barometers of British public 
credit. On account of their low interest rate, 
they have suffered considerable depreciation 
since the war. Most of the consols are in 
registered form, although bearer bonds with 
coupons are obtainable. 

The 2 per cent. bonds of the United States, 
redeemable at the pleasure of the Govern- 

ment after 1930, are also known as consols. 

(See United States Bonds.) 

Constructive Side of the Market 
An expression used to denote the posi- 

tion taken by those who believe that business 
and financial conditions warrant an advance 
in security values and who therefore pur- 
chase securities to hold for higher prices. 
The “bull” side of the market. 

Consular Invoice 

A document usually certified in triplicate 
at the shipping point by a consul of the 
country of the destination of the shipment 
and forwarded by such consul to the customs 
officials of the port of destination. The 

consular invoice contains the information 
usually. given in a seller’s invoice—quantity 
and value—and its purpose, when required, 

is to inform the customs officials of the port 
of entry the nature of the imports: ex- 
pected so that they can be verified and pos- 
sible fraud prevented. Imports cannot be 
released from the port of entry until the 
consular invoice has arrived unless the im- 
porter executes a bond of indemnity. 

On the following page will be found a 
form of consular invoice. 

Contango 
See Backwardation. 

Contango Day 
The first day of the fortnightly settle- 

ment on the London Stock Exchange. 

Continental Bills 
Bills of exchange drawn on banks located 

in European countries other than Great 

Britain. 
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Continental Currency 
The currency of European countries other 

than Great Britain. 

Continental Rates 
Rates quoted for currencies and bills of 

exchange drawn on banks. located in Euro- 

pean countries other than Great Britain. 
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two main groups. The first group comprises 
definite and tangible liabilities discoverable 
through the accounts and records of a busi- 
ness. The second group are less tangible, 

such as conditions in the trade, likelihood of 
a falling market, possibility of cancellation 

of contracts, return of goods sent on ap- 
proval or consignment, possibility of super- 
session of merchandise or of its quality 

CONSULAR INVOICE 

SORE O EEE O EEE OEE EE OE EE OEE H EEF EEH EEE HEEE EHTS ESSE EESEEESE SEES ES ESES SHEE EEEEEES 

(Name and address of owner or shipper) 

that the following mentioned goods 

Number of 4 | 
‘Boxes or Marks Numbers Value Description 
' Cases. 

and shipped: onthe Sis, Sw cicero ca aeate sas neces cc a sasoas ohan ce eeedeucende epee recone caeiehy ed Meese aetees nce 
(Name of Ship) 

SS cf Se res SA 2 ST pas eae Med Consiened TO Wek, is nce eek ag eevee ane eee 
( Date) (Name and address of Consignee) 

are the product of the United States of America and that the value above given is correct. 

Dated ‘at Newt ork wirrthe s.23:5 ree eee 

Sworn -to before me this _ 

CHRO HOHE EOE HEHE HEHE EEE ESEE SHES SHEE SESE EEEEEES ESE E HEE EEEEEEE SEE HH EOEEEEEEES 

(Signature of Consul) 

SOCORRO eee OOH O EEE EEE HETERO EE EO ESOS 

Peete eee eee H EEE OOOH HOOT HEH EEE TE EE SESE SEES SESE HOES EH EEEEHSSESH OE EH HEED EE 

(Signature of Owner or Agent) 

eee 

Contingent Fund 
A fund set aside for contingencies, ¢. g., 

special or unforeseen losses., In the New 
York State Savings Bank law this term was 
formerly employed for the present term 

Guaranty Fund (q. v.). Its function is to 
operate as reserve against losses and to pro- 
vide for expenses after undivided profits are 
exhausted. 

Contingent Liabilities 
Potential liabilities; liabilities for which 

a business may be held, but which it never 
expected to be compelled to meet; liabilities 
which depend upon the fulfillment or lack 
of fulfillment of certain conditions; second- 

ary liabilities. 
Contingent liabilities may be classified in 

through superior inventions or advances in 
industrial technology, or of possible costly 
litigation in protection against infringement 
of patents. 

The first main group may be again divided 
into three sub-classifications : 

(1) Those of a financial nature such as 
are usually incurred in the sale, transfer, in- 
dorsement, or guarantee of negotiable in- 
struments, or other financial obligations. 
Contingent liabilities of this nature arise as 
a result of: (a) discount, sale, or transfer of 
notes receivable, trade acceptances, bank ac- 

ceptances arising under commercial letters of 
credit, domestic and foreign drafts; (b) in- 
dorsements of notes for affiliated or sub- 
sidiary concerns; (c) indorsement of com- 
mercial paper as accommodation party; (d) 
selling, pledging, or assigning of accounts 
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receivable where the transfer attaches a con- 
tingent liability to the seller, pledger, or 
assignor; (e) issuing and guaranteeing 

letters of credit; (f) guaranteeing of pay- 

ment of interest on principal of the bonds of 
another party; (g) accepting suretyships, 
including those guaranteed for others; (h) 
contracts for purchase of foreign exchange 
for future delivery; (i) liability for unpaid 
stock subscriptions; (j) advances against 

accounts or bills receivable; (k) taking up 
leases. 

(2) Liabilities incurred as a result of 
agreements on contracts concerning the pur- 

chase or sale of merchandise or services. 
This  subclassification includes liabilities 
arising as the result of: (a) guarantees of 

satisfactory performance of services or of 
merchandise; (b) contracts for future de- 
livery of merchandise or plant construction, 
etc.; (c) guaranteed merchandise orders not 
subject to cancellation (including those 
guaranteed for affiliated or subsidiary con- 
cerns); (d) provisions for returned mer- 
chandise, rebates, trade discounts, etc.; (e) 
provisions for allowances for returned con- 
tainers, etc. 

(3) Responsibilities incurred in various 
manners other than by expressed agreement 
or contract, such as those arising as result 
of (a) pending lawsuits; (b) possibility of 
litigation, such as alleged infringement of 
patents, etc.; (c) pending judgments where 
suit has been taken on appeal to a higher 
court. 

The second main group is impossible of 
further subclassification. 

The credit men in the banking and mer- 

cantile world recognize that financial state- 
ments must completely set forth the contin- 
gent liabilities in order to serve as an ade- 
quate instrument upon which to judge a 

credit risk. 

Continued Bonds 

Bonds which are not required to be repaid 
at maturity but which the owners may hold 
for a further definite or indefinite period 
with the same security, and with the same or 
different interest rate. They are sometimes 
known as Extended Bonds (q. v.). 

Continuing Account 
An open or running book account in which 

settlements are made at regular intervals, 
e. g., 30 to 60 days. 

Continuing Agreement 
See General Loan and Collateral Agree- 

ment. 
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Continuing Guaranty 
See Guaranty. 

Contract 

An agreement between two or more per- 

sons enforceable at law and by which rights 

are acquired by one or more parties to certain 

acts or forbearance from acts on the part 

of others. A contract may be written, oral, 
or implied, but a written contract cannot be 

changed or contradicted by oral evidence. 

The legal elements necessary to make a 
contract binding are: (1) offer and accept- 

ance; (2) evidence of the intention of the 

parties to the contract to carry it out, which 
is usually furnished by a consideration; (3) 

capacity of the engaging parties to contract: 

(4) legality of purpose; and (5) reality of 
consent. 

A contract may be a formal document 
under seal, e. g.,a deed or bond; an informal 

document in writing but not under seal, e. g., 

a note or check; or it may be made by word 
or mouth. 

Contract Grades 

See Grades. 

Controlling Company 

See Holding Company, Parent Company. 

Controlling Interest 

A person or group of persons who own a 
sufficient percentage of the common stock of 
a corporation to control its policy through 
their majority voting power. Ownership of 
51 per cent. of the stock is sufficient for this 
purpose. Very often a group owning a much 
smaller percentage of the stock can secure 
the controlling interest by procuring proxies 
of scattered shares. 

Conversion 

This term has three meanings: 

(1) When the nominal value of a stock 
is changed, as for instance, a $100 share into 

four $25 shares, the shares are said to be 
converted four for one. Common shares 
are frequently given a lower par value in 
order to secure a wider distribution. 

(2) Bonds and stocks are both sometimes 
issued with conversion privileges. 

(3) The'wrongful sale of stock held as 
margin for a trading account by a broker 
without the consent of the owner-trader. 
(See Convertible Bonds, Convertible Pre- 
ferred Stock.) 
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Convertible Bonds 

Bonds which at the option of the holder 
are convertible into other securities of the 
corporation. Such bonds are usually con- 
vertible at a certain price into preferred or 
common stock, and if the value of the stock 
into which they are converted subsequently 

should exceed the value of the bonds at the 
conversion price, the owner will exercise his 
option of converting. When bonds are con- 

vertible into stock, the stock into which they 
are convertible must be authorized at the 
time the bonds are issued. Convertible 
bonds have a speculative feature, and tend 
to fluctuate in price in accordance with the 
movement of the stock into which they are 
convertible. 

The advantage of convertible bonds to the 
issuing corporation is the increased chance 
of creating a large market for their sale. 
A corporation is not always able to raise 
additional capital to advantage by the issue 
of stock and its bonds could be sold only at 
a high interest. rate. To the investor, con- 
vertible bonds combine both safety of princi- 
pal and possibilty of enhancement in value 
through the conversion privilege. If the 
owner elects to convert, the fixed charges 
of the corporation are to that extent reduced. 

Convertible Paper Money 
Paper money, which according to its terms, 

may be redeemed at par in gold, or lawful 
money. Convertible paper money is dis- 
tinguished from Inconvertible Paper Money 
(q. v.). The latter is no longer issued by 
the leading commercial nations. All forms 

of United States paper money are con- 
vertible. (See Paper Money.) 

Convertible Preferred Stock 

Preferred stock which the holder may ex- 

change at his option for common stock at 
the stipulated conversion price. Usually the 
option cannot be exercised immediately, but 
only after a certain date, or in accordance 
with certain conditions. Convertible pre- 
ferred stock may be exchanged par for par, 
or in other proportions as prescribed. This 
type of stock is attractive because it combines 
stability with possible enhancement of value 
through larger earnings. In case of large 
earnings the stockholder may derive a larger 

income by converting into common stock, 
but at the expense of greater risk. (See 
Preferred Stock.) 

Conveyance 
A general legal term to denote an assign- 

ment, lease, settlement or covenant to surren- 

der made by a deed, mortgage or sale. In 
general usage, however, the term denotes the 
deed by which real estate is conveyed from 
the seller to the buyer. 

Conveyancing 
The science and act of transferring title 

to real estate from one person to another. 
Conveyancing is that part of an attorney’s 
business which relates to the alienation and 
transmission of property and other rights 
from one person to another and to the for- 
mulation of legal documents intended to 
create, define, transfer, or extinguish rights. 
It therefore includes the searching of titles 
to real estate, and the preparation of agree- 
ments, wills, articles of association, ete. 

Co-operative Agencies for Credit In- 

formation 
There are iri the United States a large 

number of associations which reciprocate 
credit information through the credit depart- 

ments of their various members. Practically 
every trade and manufacturing association 
maintains a credit organization for the pur- 
pose of determining the credit standing of 
dealers in the trade with the view to prevent 
credit losses through granting credit to buy- 
ers who are financially irresponsible. Not 
only do various trades maintain credit or- 
ganizations, but many banks in the larger 
cities, Chambers of Commerce and Credit 
Men’s Associations throughout the  coun- 

try have established co-operative credit ex- 
changes where information is available to 
members and affiliations. (See Credit In- 

formation Sources, Mercantile Agencies.) 

Copeck 
Another spelling for Kopeck (q. v.). 

Copper 
A metal extensively used in many indus- 

tries, and notably in the electrical industries. 

Quotations for copper are given for three 

classes, standard, lake, and electrolytic. The 

latter is copper refined by the electrolytic 
process, a commercial process employed in 

about ten refineries in the United States and 

is profitable only when the crude copper 

treated is about 96 or 97 per cent. pure. 
Electrolytic copper assays about 99.9 per 
cent. pure, and commands a somewhat 

higher market price than standard copper. 
The 75-year range in copper prices is from 
11 to 40 cents per pound. 
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The United States produces about 60 per 
cent. of the world’s supply of copper, a 
large quantity of which is exported. Copper 
production has rapidly increased in recent 
years. The following table shows the pro- 
duction of copper in the United States in 

long tons and the highest and lowest price 
for selected years since 1850: 

Highest Lowest 
Long Price Price 

Year* Tons Cents Cents 

1850 650 
1860 7,200 24.0 19.7 

1870 12,600 23.3 . 19.0 
1880 27,000 25.0 17.8 
1890 115,966 Lie 14.0 

1900 270,588 ie 16.0 
1910 482,214 13.8 12.5 
1911 489,836 14.3 | Aer 
1912 555,031 17.8 14.2 
1913 546,645 17.8 14.5 
1914 513,454 15.5 ae) ab Me 
1915 619,647 23.0 13.0 
1916 860,648 35.0 23.0 
1917 842,018 2533 23.0 
1918 852,024 26.0 26.0 
1919 574,294 23.0 23.0 
1920 539,759 20.5 13.8 
1921 225,708 14.0 12.0 
1922 400,455 15.1 12.8 

(See Coppers.) 

Copper a Tip 
An expression to indicate that one acts 

contrary to the advice or information 

received in a tip. (See Tip.) 

Coppers 
This term has two meanings: 
(1) A nickname for United States one- 

cent pieces. (See Bronze Coins.) 
(2) An expression used to designate the 

copper stocks. Copper stocks are divided 
into four classes, depending upon the type 
of mine from which the copper is taken; 
the Lake Group (Lake Superior), the Butte 
Group (Butte, Montana), the Porphyry 
Group, copper mines extracting ore with a 
small copper content, and the Miscellaneous 
Group. (See Porphyry.) 

Cordova 
See Foreign Moneys—Nicaragua. 

Corn 

The most valuable crop in the United 
States, normally about twice that of wheat, 

* Abstract of the Census. 
{7 Estimated. 

and 50 per cent. greater than that of cotton. 
In 1920 only 0.59 per cent. of the crop was 
exported, which is accounted for by the fact 
that corn is chiefly used on the farms for 
fattening meat animals. The principal corn 
growing states in order of production in 1920 

were, lowa, Illinois, Nebraska, Missouri, In- 

diana, Texas, Ohio and Kansas. 
The principal market for corn is in 

Chicago where, on the Board of Trade, one 

pit is exclusively devoted to trading in corn, 
both for cash and future delivery. The 
unit of trade is 5,000 bushels for which 
the broker is entitled to a commission of 
$7.50. 

The following table shows the production 
of corn in the United States: 

Farm value 
Production per bushel 

Vea Bushels Dec. Ist 

1891-1895+ 1,734,403,753 36.6¢ 

1896-19007 2,058,854,841 28.4 

1901 1,522,519,891 60.5 

1902 2,523,648,312 40.3 

1903 2,244,176,925 42.5 

1904 2,467,480,934 44.1 

1905 2,707 ,993,540 41.2 

1906 2,927,416,091 39.9 

1907 2,592,320,000 51.6 
1908 2,668,65 1,000 60.6 
1909 2,772,376,000 59.6 
1910 2,886,260,000 48.0 

1911 2,531,488,000 61.8 
1912 3,124,746,000 48,7 

1913 2,446,988,000 69.1 
1914 2,672,804,000 61.4 
1915 2,994,793,000 57.5 
1916 2,566,927 ,000 88.9 

1917 3,065,233,000 127.9 
1918 2,502,665,000 1365 

1919 2,858,509,000 134.7 
1920 3,232,367,000 67.7 
1921 3,068,569,000 46.7 
1922 2,890,712,000 72.7 
10 year average 2,849,326,000 ___........ 

(See Grades, Grain.) 

Corner 

“Control or monopoly over a commodity 

or security to get control of or to dictate 
prices.” Technically, a corner occurs on a 
stock exchange when “shorts” cannot borrow 
stock, 7. e., have sold more stock than the 
floating supply makes available for purchase. 
Those who have a corner can dominate the 
situation and dictate price terms to their 
unfortunate victims, the “shorts” who are 

* Department of Agricultural Reports; 
+ Average for period. 
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forced to settle at artificially dictated prices, 
thereby involving heavy losses. The two 
most recent corners in stocks were the 
Northern Pacific corner (1901) and the 
Stutz corner (1920). 

Corners have been more frequent in grain 
than in stock speculation and in most cases 
have proved disastrous for their promoters. 

The three great corners on the Chicago 

Board of Trade are known as the Hutchin- 
son Corner (1888), the Leiter Corner (1898), 
and the Patten Corner (1909). 

A corner has been declared to be illegal 

by the courts for two reasons: (1) it is a 

gambling transaction and contracts there- 

under are therefore unenforceable; and (2) 

it is in restraint of trade. 

BIBLIOGRAPHY 

S. S. Pratt: Work of Wall Street (1921), 
Chap. 25. 

Corn Pit 

See Pit. 

Corporate Trusts 

See Trusts. 

Corporation 

The principal form of modern business 
organization, as distinguished from _ the 
Partnership (q. v.), and sole proprietorship. 
It is defined by a court of law as “an arti- 
ficial person being created by law and com- 
posed of individuals with the capacity of 
perpetual succession and of acting within 
the scope of its charter as a natural per- 

son.” (Fietsam v. Hay, 122 Ill. 293). “An 

artificial being, invisible, intangible and 
existing only in contemplation of law.” 
(John Marshall). “An association of in- 

dividuals authorized by law to act as a 
whole under a corporate name and for some 

particular purpose or purposes. The word 
‘company’ is used synonymously with ‘cor- 
poration’ with reference to business organ- 
izations.’’* 

The New York statutes recognize three 
classes of corporations, (1) municipal, in- 
cluding towns, counties, cities, and other 

territorial divisions of the state with powers 
of local government; (2) stock, business 
corporations, mercantile, industrial, public 
utility, railroads, and Gnantiat conducted for 
profit; and (3) non-stock or mutual, cor- 

porations not conducted for profit, e. g., ex- 

*R. J. Bennett: Corporation Accounting, p. 1. 
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changes, boards of trade, mutual benefit 
associations, cemeteries, etc. 

To form a corporation, the general cor- 
poration laws usually require that three or 
more incorporators apply for a _ charter, 
which upon payment of the proper fees, is 

issued by the Secretary of State of the 
state of incorporation. (See Certificate of 
Incorporation.) A corporation has power to: 

conduct the business authorized by its 
charter, to make contracts, and to sue and! 

be sued. It is an entity distinct from its. 
constituent stockholders, who may sue the 
corporation. A corporation is owned by its 

stockholders, but the active management is 
vested in the directors, elected by the stock- 
holders and subject to the provision of its 
by-laws. The directors in turn elect the 

officers, whose duties are peel outlined! 
in the by-laws. 

The advantages of the corporate form of 
organization are continuous life, large capi- 
talization with which to secure economical 

operation, limited liability, continuity of 

business policy, divisibility of capital, and 
transferability of shares. The disadvantages. 
are greater taxation, compulsion to submit 
to greater publicity, limitation of powers,. 
and limitation of credit through limited 
liability. 

BIBLIOGRAPHY 

T. Conyncton: The Modern Corporatton,. 
1910. 

T. Conyncton: Corporate Organization 
and Management, 1919. 

ConyYyNGTON, BENNETT & PINKERTON: 
Corporation Procedure, 1922. 

J. J. SuLtivaAN: American Corporations, 
1910. 
W. A. Woop: Modern Business Corpora- 

tions, 1906. 
T. G. Frost: A Treatise on the Incorpora- 

tion and Organization of Corporations, 1905. 
Also see bibliography under Corporation 

Finance. 

Corporation Bonds 
One of the two classes of bonds divided 

according to type of obligor, 7. e., civil bonds. 
and corporation bonds. Cgrporation bonds 

a ligations of .a busi iness~corporation as. 
distinguished—from-obligatiens of a govern- 
mentality (Federal, state, or municipal gov- 
ernment. ) 

The soundness of corporation bonds de- 
pends upon many factors including the char- 
acter of collateral offered, the character of 
the issuer, the nature of the industry, and 

stability of its earnings. The market value 
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of corporation bonds, except that of the 
highest grades, is influenced by changes in 
business conditions, as well as by interest 

rates, while civil bonds are influenced only 
by the latter factor. (See Bond, Industrial 
Bonds, Investment, Public Utility Bonds, 
Railroad Bonds. ) 

Corporation Finance 
That division of finance which treats of 

the promotion, organization, capitalization, 
financing, reorganization, and financial con- 

duct of business corporations. It deals, 
“first, with the raising of the initial capital 
needed for business enterprises, what secu- 
rities to issue, how and to whom they 
should be sold, how best to utilize the funds 
thus secured, together with their proper 
apportionment for plant, equipment, and 

working capital; second, with the accurate 
determination of profits and their alloca- 
tion to dividends, surplus, sinking fund and 
reserves, and the enlargement of capital per- 

manently invested.” (W. H. Lough, Busi- 
ness Finance, p. 1.) 
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1910. . 
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T. L. Greene: Corporation Finance, 1897. 
H. Lyon: Capitalization: A Book on Cor- 

poration Finance (2 vol.), 1912. 
C. W. GERSTENBERG: Materials of Cor- 

porate Finance, 1915. 
W. A. Woop: Modern Business Corpora- 

tions, 1906. 
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W. Z. Riprey: Trusts, Pools and Com- 
binations, 1905. 

Corporation Paper 
Notes, acceptances, and bills of exchange 

issued by corporations, as distinguished from 

paper issued by individuals and copartner- 
ships. 

Correspondent 
A bank having direct connection or friend- 

ly service relations with another. Most 
banks, especially country banks, find it con- 
venient to maintain balances with a bank in 
a larger city or cities, either as reserve, or 
as a fund against which drafts may be 
sold and out-of-town checks collected. A 
Painesville, Ohio, bank, for instance, might 
keep a balance in Cleveland and another in 

New York. Oftentimes mutual collection 
agreements are arranged which specify each 
bank’s obligations and remuneration. Most 
of the larger eastern banks have correspond- 

ents in foreign countries. 
Some of the stock exchange commission 

houses have out-of-town correspondents, 

usually local investment security firms, who 

procure orders which are transmitted by 
private wire for execution on the New York 

Stock Exchange, Chicago Board of Trade, 
etc. 

Cost Accounting 
See Bank Cost Accounting. 

Cost and Freight 
A term used chiefly in import and export 

transactions meaning that the price quoted 
includes the cost of the merchandise and the 
freight to the point of destination, but does 
not include insurance. The abbreviation used 

iS- Cay austen 

Cost, Insurance and Freight 
The price quoted includes not only the 

cost of the merchandise but also the freight 

and insurance charges to the point of desti- 
nation. The abbreviation used is “c. 1. 

and "£2" 

Co-trustee 

A trustee acting jointly with another or 
others. (See Trustee.) 

Cotton 

“One of the principal crops and the chief 
export commodity of the United States. The 
strongest competitors are Egypt, India and 

China, and small amounts are imported 
especially from the first two countries. About 
half the American crop normally is ex- 
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ported. O. P. Austin, statistician of the 
National City Bank of New York has said: 
“The 6,000,000 persons employed in the pro- 
duction, manufacture and distribution of the 
finished product represent 30,000,000 mouths 
to feed; the land on which it grows is 
worth about $6,000,000,000; the factories 
which turn it into cloth: another $6,000,000,- 
000; the finished product which they turn 
out in a year is worth $15,000,000,000 at 
the door of the factory, and the capital in- 
vested in the growth, manufacture and dis- 
tribution of the world crop and its product 
aggregates approximately $20,000,000,000.” 

There are four kinds of cotton, short- 

staple, long-staple, Sea Island, and Egyptian, 
each of which for market purposes is care- 

fully graded. There are two principal cot- 
ton exchanges in the United States, New 

York and New Orleans, and a large business 
is done between them. Trading in cotton is 
on a spot and future basis, chiefly the latter. 
The unit of trade is 100 bales of 500 Ibs. each, 

or 50,000 lbs. in total. Cotton is required 
to be delivered from a licensed warehouse 
in the month agreed. Fluctuations in cot- 
ton prices are recorded in points, a cent 

being divided into 100 points. The range 
for cotton in recent years is high 4334c.; 
low, 5-5/16c. 

The table in the adjoining column shows 
the production of cotton in the United States. 

(See Cotton Futures, Cotton Futures Act, 
Cotton Grades, New Orleans Cotton Ex- 
change, New York Cotton E-change.) 

BIBLAOGRAPAY 

A. B. SHEPPERSON: Cotton Facts (N. Y. 
annually). 

Cotton Bill 

A bill of exchange drawn to finance an 
export of cotton and secured by the bill of 
lading. (See Bill of Exchange.) 

Cotton Exchanges 
See New Orleans Cotton Exchange, New 

York Cotton Exchange. 

Cotton Futures 

A term used to denote future contracts 
in cotton. A cotton future contract is an 
“agreement on the part of the seller to de- 
liver, and of the buyer to receive, at some 
future date, a certain quantity of cotton (in 
the case of the New York and New Orleans 
cotton exchanges 50,000 pounds, or approxi- 
mately 100 bales), the contract price being 
fixed at the time the contract is made. The 
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Production in Price 
Balesof 500 PerCent. Jan.1 

Year* Gross Lbs. Exported Cents+ 

1870 4,352,317 720 5. eee 
1875 4,632,313 706°" © Vere 
1880 6,605,750 70.0% ee 
1885 6,575,691 66.05) Fe wane. 
1890 8,652,597 68:3" ¢ Se gee 
1895 7,161,094 66.0% a ae 
1900 10,245,602 66:3} Geers 
1905 10,725,602 64.658 ‘ebeee 
1906 13,305,265 649.5 oN eae 
1907 11,107,179 68.48", Me 
1908 13,241,799 654° Dorey Pea 
1909 10,004,949 62:91) 00 | eee 
1910 11,608,616 66.8 14.6 
1911 15,692,701 68.2 14.4 
1912 13,703,421 64.3 8.4 
1913 14,156,486 62.6 12.2 
1914 16,134,930 52.6 Pe, 
1915 11,191,820 52.8 6.6 
1916 11,449,930 46.7 11.4 
1917 11,302,375 36.9 17.1 
1918 12,040,532 43.7 28.9 
1919 11,240,763 56.2 28.7 
1920 13,440,000 45.9 35.9 
1921 7,954,000 82.3 Los 
1922 9,964,000 61.5 17.9 

* Department of Agriculture Reports. 
+ Average of reports of county crop reporters, 

weighted; 1921 and 1922 prices at New York. 

CoTTON PRODUCTION IN THE UNITED STATES 

seller, at the time he enters the contract, 
may or may not have the cotton on hand; in 

the latter case he is selling short, relying on 

his ability to secure cetton, prior to the ma- 
turity of the contract thus sold. A future 
transaction differs from a spot transaction 
in that the latter is made from goods on 
hand, or immediately available, and calls for 
practically immediate delivery.” (Report of 
the United States Commissioner of Corpora- 
tions on Cotton Exchanges, 1908.) 

(See Futures.) 

Cotton Futures, Act 

An act which became effective February 
18, 1915, the full title of which is United 
States Cotton Futures Act. The purpose of 
the act is to standardize the practice in trad- 
ing in cotton futures, and to correct the 
abuses which previously existed by com- 
pelling (1) adoption of uniform standard 
grades as determined by the Department of 
Agriculture (see Cotton Grades); (2) ex- 
clusion from deliveries of cotton of inferior 
quality or less than seven-eighths of an inch 
in length of staple; and (3) adjustment of 
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differences in value of the various grades on 
the basis of “commercial differences” based 
on prices actually paid for the different 

grades at the various cotton markets of the 
country, and not upon “fixed” differences. 

The following is the text of the act: 

“That this Act shall be known by the short title 
of the ‘United States cotton futures Act.’ 

“Sec. 2. That, for the purposes of the Act, the 
term ‘contract of sale’ shall be held to include sales, 
agreements of sale, and agreements to sell. That 
the word ‘person,’ wherever used in this Act, shall 
be construed to import the plural or singular, as 
the case demands, and shall include individuals, 
associations, partnerships, and corporations. When 
construing and enforcing the provisions of this 
Act, the act, omission, or failure of any official, 
agent, or other person acting for or employed by 
any association, partnership, or corporation within 
the scope of his employment or office, shall, in 
every case, also be deemed the act, omission, or 
failure of such association, partnership, or corpora- 
tion as well as that of the person. 

“Sec. 3. That upon each contract of sale of any 
cotton for future delivery made at, on, or in any 
exchange, board of trade, or similar institution or 
place of business, there is hereby levied a tax in 
the nature of an excise of 2 cents for each pound 
of the cotton involved in any such contract. 

“Sec. 4. That each contract of sale of cotton 
for future delivery mentioned in section three of 
this Act shall be in writing plainly stating, or 
evidenced by written memorandum showing, the 
terms of such contract, including the quantity of 
the cotton involved and the names and addresses 
of the seller and buyer in such contract, and shall 
be signed by the party to be charged, or by his 
agent in his behalf. If the contract or memoran- 
dum specify in bales the quantity of the cotton in- 
volved, without giving the weight, each bale shall, 
for the purposes of this Act, be deemed to weigh 
five hundred pounds. 

“Sec. 5. That no tax shall be levied under this 
Act on any contract of sale mentioned in section 
three hereof if the contract comply with each of 
the following conditions: 

“First. Conform to the requirements of section 
four of, and the rules and regulations made pur- 
suant to, this Act. 

“Second. Specify the basis grade for the cotton 
involved in the contract, which shall be one of the 
grades for which standards are established by the 
Secretary of Agriculture, except grades prohibited 
from being delivered on a contract made under 
this section by the fifth subdivision of this section, 
the price per pound at which the cotton of such 
basis grade is contracted to be bought or sold, the 
date when the purchase or sale was made, and the 
month or months in which the contract is to be 
fulfilled or settled: Provided, That middling shall 
be deemed the basis grade incorporated into the 
contract if no other basis grade be specified either 
in the contract or in the memorandum evidencing 
the same. 

“Third. Provide that the cotton dealt with 
therein or delivered thereunder shall be of or 
within the grades for which standards are estab- 
lished by the Secretary of Agriculture except grades 
prohibited from being delivered on a contract made 
under this section by the fifth subdivision of this 
section and no other grade or grades. 

“Fourth. Provide that in case cotton of grade 
other than the basis grade be tendered or delivered 
in settlement of such contract, the differences 
above or below the contract price which the re- 
ceiver shall pay for such grades other than the 
basis grade shall be the actual commercial differ- 
ences, determined as hereinafter provided. 

“Fifth. Provide that cotton that, because of the 
presence of extraneous matter of any character or 
irregularities or defects, is reduced in value below 
that of Good Ordinary, or cotton that is below the 
grade of Good Ordinary, or, if tinged, cotton that 
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is below the grade of Low Middling, or, if stained, 
cotton that is below the grade of Middling, the 
grades mentioned being of the official cotton stand- 
ards of the United States, or cotton that is less 
than seven-eighths of an inch in length of staple, 
or cotton of perished staple or of immature staple, 
or cotton that is ‘gin cut’ or reginned, or cotton 
that is ‘repacked’ or ‘false packed’ or ‘mixed 
packed’ or ‘water packed,’ shall not be delivered on, 
under, or in settlement of such contract. 

“Sixth. Provide that all tenders of cotton under 
such contract shall be the full number of bales in- 
volved therein, except that such variations of the 
number of bales may be permitted as is necessary 
to bring the total weight of the cotton tendered 
within the provisions of the contract as to weight; 
that, on the fifth business day prior to delivery, the 
person making the tender shall give to the person 
receiving the same written notice of the date of 
delivery, and that, on or prior to the date so fixed 
for delivery, and in advance of final settlement of 
the contract, the person making the tender shall 
furnish to the person receiving the same written 
notice or certificate stating the grade of each indi- 
vidual bale to be delivered and, by means of marks 
or numbers, indentifying each bale with its grade. 

“Seventh. Provide that, in case a dispute arises 
between the person making the tender and the per- 
son receiving the same, as to the classification of 
any cotton tendered under the contract, either 
party may refer the question of the true classifi- 
cation of said cotton to the Secretary of Agriculture 
for determination, and that such dispute shall be 
referred and determined, and the cost thereof fixed, 
assessed, collected, and paid in such manner in ac- 
cordance with such rules and regulations as may 
be prescribed by the Secretary of Agriculture. 

“The provisions of the third, fourth, fifth, sixth, 
and seventh subdivisions of this section shall be 
deemed fully incorporated into any such contract 
if there be written or printed thereon, or on the 
memorandum evidencing the same, at or prior to 
the time the same is signed, the phrase ‘Subject 
to United States cotton futures Act, section five.’ 

“The Secretary of Agriculture is authorized to 
prescribe rules and regulations for carrying out the 
purposes of the seventh subdivision of this section, 
and his findings, upon any dispute referred to him 
under said seventh subdivision, made after the 
parties in interest have had an opportunity to be 
heard by him or such officer, officers, agent, or 
agents of the Department of Agriculture as he may 
designate, shall be accepted in the courts of the 
United States in all suits between such parties, or 
their privies, as prima facie evidence of the true 
classification of the cotton involved. 

“Sec. 6. That for the purposes of section five of 
this Act the differences above or below the contract 
price which the receiver shall pay for cotton of 
grades above or below the basis grade in the settle- 
ment of a contract of sale for future delivery of 
cotton shall be determined by the actual commer- 
cial differences in value thereof upon the sixth 
business day prior to the day fixed, in accordance 
with the sixth subdivision of section five, for the 
delivery of cotton on the contract, established by 
the sale of spot cotton in the market where the 
future transaction involved occurs and is consum- 
mated if such market be a bona fide spot market; 
and in the event there be no bona fide spot market 
at or in the place in which such future transaction 
occurs, then, and in that case, the said differences 
above or below the contract price which the re- 
ceiver shall pay for cotton above or below the 
basis grade shall be determined by the average 
actual commercial differences in value thereof, upon 
the sixth business day prior to the day fixed, in ac- 
cordance with the sixth subdivision of section five, 
for the delivery of cotton on the contract, in the 
spot markets of not less than five places designated 
for the purpose from time to time by the Secretary 
of Agriculture, as such values were established by 
the sales of spot cotton, in such designated five or 
more markets: Provided, That for the purposes of 
this section such values in the said spot markets be 
based upon the standards for grades of cotton 
established by the Secretary of Agriculture: And 
provided further, That whenever the value of one 
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grade is to be determined from the sale or sales of 
spot cotton of another grade or grades, such value 
shall be fixed in accordance with rules and regula- 
tions which shall be prescribed for the purpose by 
the Secretary of Agriculture. 

“Sec. 6A. That no tax shall be levied under this 
Act on any contract of sale mentioned in section 
three hereof if the contract provide that, in case 
cotton of grade or grades other than the basis 
grade specified in the contract shall be tendered in 
performance of the contract,, the parties to such 
contract may agree, at the time of the tender, as to 
the price of the grade or grades so tendered, and 
that if they shall not then agree as to such price, 
then, and in that event, the buyer of said contract 
shall have the right to demand the specific fulfill- 
ment of such contract by the actual delivery of 
cotton of the basis grade named therein and at 
the price specified for such basis grade in said con- 
tract, and if the contract also comply with all the 
terms and conditions of section five hereof not in- 
consistent with this section: Provided, That nothing 
in this section shall be so construed as to relieve 
from the tax levied by section three of this Act 
any contract in which, or in the settlement of or in 
respect to which, any device or arrangement what- 
ever is resorted to, or any agreement is made, for 
the determination or adjustment of the price of the 
grade or grades tendered other than the basis grade 
specified in the contract by any ‘fixed difference’ 
system, or by arbitration, or by any other method 
not provided for by this Act. 

Contracts made in compliance with this section 
shall be known as ‘Section six A Contracts.’ The 
provisions of this section shall be deemed fully in- 
corporated into any such contract if there be writ- 
ten or printed thereon, or on the memorandum 
evidencing the same, at or prior to the time the 
same is signed, the phrase ‘Subject to United 
States cotton futures Act, section six <A.’ 

Section ten of this Act shall not be construed to 
apply to any contract of sale made in compliance 
with section six A hereof. 

“Sec. 7. That for the purposes of this Act the 
only markets which shall be considered bona fide 
spot markets shall be those which the Secretary 
of Agriculture shall, from time to time, after in- 
vestigation, determine and designate to be such, 
and of which he shall give public notice. 

“Sec. 8. That in determining, pursuant to the 
provisions of this Act, what markets are bona fide 
spot markets, the Secretary of Agriculture is di- 
rected to consider only markets in which spot cot- 
ton is sold in such volume and under such condi- 
tions as customarily to reflect accurately the value 
of middling cotton and the differences between the 
prices or values of middling cotton and of other 
grades of cotton for which standards shall have 
been established by the Secretary of Agriculture: 
Provided, That if there be not sufficient places, in 
the markets of which are made bona fide sales of 
of spot cotton of grades for which standards are 
established by the Secretary of Agriculture, to en- 
able him to designate at least five spot markets in 
accordance with section six of this Act, he shall, 
from data as to spot sales collected by him, make 
rules and regulations for determining the actual 
commercial differences in the value of spot cotton 
of the grades established by him as reflected by 
bona fide sales of spot cotton, of the same or differ- 
ent grades, in the markets selected and designated 
by him, from time to time, for that purpose, and in 
that event, differences in value of cotton of various 
grades involved in contracts made pursuant to sec- 
tion five of this Act shall be determined in com- 
pliance with such rules and regulations. 

“Sec. 9. That the Secretary of Agriculture is 
authorized, from time to time, to establish and pro- 
mulgate standards of cotton by which its quality or 
value may be judged or determined, including its 
grade, length of staple, strength of staple, color, 
and such other qualities, properties, and conditions 
as may be standardized in practical form, which, 
for the purposes of this Act, shall be known as 
the ‘Official cotton standards of the United States,’ 
and to adopt, change, or replace the standard for 
any grade of cotton established under the Act mak- 
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ing appropriations for the Department of Agri- 
culture for the fiscal year ending June thirtieth, 
nineteen hundred and nine (Thirty-fifth Statutes 
at Large, page two hundred and fifty-one), and 
Acts supplementary thereto: Provided, That any 
standard of any cotton established and promulgated 
under this Act by the Secretary of Agriculture 
shall not be changed or replaced within a period 
less than one year from and after the date of the 
promulgation thereof by the Secretary of Agri- 
culture: Provided further, That, subsequent to six 
months after the date, section three of this Act be- 
comes effective, no change or replacement of any 
standard of any cotton established and promul- 
gated under this Act by the Secretary of Agri- 
culture shall become effective until after one year’s 
public notice thereof, which notice shall specify 
the date when the same is to become effective. 
The Secretary of Agriculture is authorized and 
directed to prepare practical forms of the official 
cotton standards which shall be established by him, 
and to furnish such practical forms from time to 
time, upon request, to any person, the cost thereof, 
as determined by the Secretary of Agriculture, to 
be paid by the person requesting the same, and to 
certify such practical forms under the seal of the 
Department of Agriculture and under the signa- 
ture of the said Secretary, thereto affixed by him- 
self or by some official or employee of the De- 
partment of Agriculture thereunto duly authorized 
by the said Secretary. 

“Src. 10. That no tax shall be levied under this 
Act on any contract of sale mentioned in section 
three hereof, if the contract comply with each of 
the following conditions: 

“First. Conform to the rules and regulations 
made pursuant to this Act. 

“Second. Specify the grade, type, sample, or 
description of the cotton involved in the contract, 
the price per pound at which such cotton is con- 
tracted to be bought or sold, the date of the pur- 
chase of sale, and the time when shipment or de- 
livery of such cotton is to be made. 

“Third. Provide that cotton of or within the 
grade or of the type, or according to the sample 
or description, specified in the contract shall be de- 
livered thereunder, and that no cotton which does 
not conform to the type, sample, or description, 
or which is not of or within the grade specified in 
the contract shall be tendered or delivered there- 
under. 

“Fourth. Provide that the delivery of cotton 
under the contract shall not be effected by means 
of ‘set-off’ or ‘ring’ settlement, but only by the 
actual transfer of the specified cotton mentioned 
in the contract. 

“The provisions of the first, third, and fourth 
subdivisions of this section shall be deemed fully 
incorporated into any such contract if there be 
written thereon, or on the document or memo- 
randum evidencing the same, at or prior to the 
time the same is entered into, the words ‘Subject 
to United States cotton futures Act, section’ ten.’ 

“This Act shall not be construed to impose a 
tax on any sale of spot cotton. 

“This section shall not be construed to apply 
to any contract of sale made in compliance with 
section five of this Act. 

“Sec. 11. That the tax imposed by section three 
of this Act shall be paid by the seller of the cot- 
ton involved in the contract of sale, by means of 
stamps which shall be affixed to such contracts, or 
to the memoranda evidencing the same, and can- 
celed in compliance with rules and regulations 
which shall be prescribed by the Secretary of the 
Treasury. 

_SHCml2. a linat io mcontractmorusalemor ECOtton 
for future delivery mentioned in section three of 
this Act which does not conform to the require- 
ments of section four hereof and has not the nec- 
essary stamps affixed thereto as required by sec- 
tion eleven hereof shall be enforceable in any 
court of the United States by, or on behalf of, any 
party to such contract or his privies. 

_ “Sec. 13. That the Secretary of the Treasury 
is authorized to make and promulgate such rules 
and regulations as he may deem necessary to collect 
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the tax imposed by this Act and otherwise enforce 
its provisions. Further to effect this purpose, he 
shall require all persons coming within its pro- 
visions to keep such records and statements of ac- 
count and may require such persons to make such 
returns verified under oath or otherwise, as will 
fully and correctly disclose all transactions men- 
tioned in section three of this Act, including the 
making, execution, settlement, and _ fulfillment 
thereof; he may require all persons who act in the 
capacity of a clearing house, clearing association, 
or similar institution for the purpose of clearing, 
settling, or adjusting transactions mentioned in sec- 
tion three of this Act to keep such records and to 
make such returns as will fully and correctly dis- 
close all facts in their possession relating to such 
transactions; and he may appoint agents to con- 
duct the inspection necessary to collect said tax 
and otherwise to enforce this Act and all rules 
and regulations made by him in pursuance hereof, 
and may fix the compensation of such agents. The 
provisions of the internal-revenue laws of the 
United States, so far as applicable, including sec- 
tions thirty-one hundred and seventy-three, thirty- 
one hundred and seventy-four, and thirty-one hun- 
dred and seventy-five of the Revised Statutes, as 
amended, are hereby extended, and made to apply, 
to this Act. 

“Sec. 14. That any person liable to the payment 
of any tax imposed by this Act who fails to pay, 
or evades or attempts to evade the payment of 
such tax, and any person who otherwise violates 
any provision of this Act, or any rule or regula- 
tion made in pursuance hereof, shall be deemed 
guilty of a misdemeanor, and, upon conviction 
thereof, shall be fined not less than $100 nor more 
than $20,000, in the discretion of the court; and, 
in case of natural persons, may, in addition, be 
punished by imprisonment for not less than sixty 
days nor more than three years, in the discretion 
of the court. 

“Sec. 15. That in addition to the foregoing pun- 
ishment there is hereby imposed, on account of each 
violation of this Act, a penalty of $2,000, to be re- 
covered in an action founded on this Act in the 
name of the United States as plaintiff, and when 
so recovered one-half of said amount shall be paid 
over to the person giving the information upon 
which such recovery was based. It shall be the 
duty of United States attorneys, to whom satis- 
factory evidence of violations of this Act is fur- 
nished, to institute and prosecute actions for the re- 
covery of the penalties prescribed by this section. 

“Sec. 16. That no person whose evidence is 
deemed material by the officer prosecuting on be- 
half of the United States in any case brought un- 
der any provision of this Act shall withhold his 
testimony because of complicity by him in any 
violation of this Act or any regulation made pur- 
suant to this Act, but any such person called by 
such officer who testifies in such case shall be ex- 
empt from prosecution for any offense to which 
his testimony relates. 

Sec. 17. That the payment of any tax levied 
by this Act shall not exempt any person from any 
penalty or punishment now or hereafter provided 
by the laws of any State for entering into con- 
tracts of sale of cotton for future delivery, nor 
shall the payment of any tax imposed by this Act 
be held to prohibit any State or municipality from 
imposing a tax on the same transaction. 

“Sec. 18. That there is hereby appropriated, out 
of any moneys in the Treasury not otherwise ap- 
propriated, for the fiscal year ending June thirtieth, 
nineteen hundred and sixteen, the unexpended bal- 
ance of the sum appropriated by the Act of March 
fourth, nineteen hundred and fifteen (Thirty-eight 
Statutes at Large, page one thousand and seven- 
teen), for ‘collecting the cotton futures tax,’ or so 
much thereof as may be necessary to enable the 
Secretary of the Treasury to carry out the pro- 
visions of this Act and any duties remaining to be 
performed by him under the United States cotton 
futures Act of August eighteenth, nineteen hun- 
dred and fourteen (Thirty-eight Statutes at Large, 
page six hundred and ninety-three). 

“Sec. 19. That there are hereby appropriated 
out of moneys in the Treasury not otherwise ap- 
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propriated, available until expended, the unex- 
pended balance of the sum of $150,000 appropriated 
by section twenty of the said Act of August 
eighteenth, nineteen hundred and fourteen, and for 
the fiscal year ending June thirtieth, nineteen hun- 
dred and sixteen, the unexpended balance of the 
sum of $75,000 appropriated for the ‘Enforcement 
of the United States cotton futures Act’ by the 
Act making appropriations for the Department of 
Agriculture for the fiscal year ending June thirti- 
eth, nineteen hundred and sixteen (Thirty-eight 
Statutes at Large, page one thousand and eighty- 
six), or so much of each of said unexpended bal- 
ances as may be necessary, to be used by the Sec- 
retary of Agriculture for the same purposes, in 
carrying out the provisions of this Act, as those 
for which said sums, respectively, were originally 
appropriated, and to enable the Secretary of Agri- 
culture to carry out any duties remaining to be 
performed by him under the said Act of August 
eighteenth, nineteen hundred and fourteen. The 
Secretary of Agriculture is hereby directed to pub- 
lish from time to time the results of investigations. 
made in pursuance of this Act. All sums collected 
by the Secretary of Agriculture as costs under sec- 
tion five, or for furnishing practical forms under 
section nine, of this Act, shall be deposited and 
covered into the Treasury as miscellaneous receipts. 

“Sec. 20. That sections nine, eighteen, and nine- 
teen of this Act and all provisions of this Act au- 
thorizing rules and regulations to be prescribed 
shall be effective immediately. All other sections 
of this Act shall become and be effective on and 
after the first day of the calendar month next 
succeeding the date of the passage of this Act: 
Provided, That nothing in this Act shall be con- 
strued to apply to any contract of sale of cotton 
for future delivery mentioned in section three of 
this Act which shall have been made prior to the 
first day of the calendar month next succeeding the 
date of the passage of this Act. 

“Sec. 21. That the Act entitled ‘An Act to tax 
the privilege of dealing on exchanges, boards of 
trade and similar places in contracts of sale of cot- 
ton for future delivery, and for other purposes,’ 
approved August eighteenth, nineteen hundred and 
fourteen (Thirty-eight Statutes at Large, page six 
hundred and ninety-three), is hereby repealed, ef- 
fective on and after the first day of the calendar 
month next succeeding the date of the passage of 
this act: Provided, That nothing in this Act shall 
be construed to effect any right or privilege ac- 
crued, any penalty or liability incurred, or any pro- 
ceeding commenced under said Act of August 
eighteenth, nineteen hundred and fourteen, or to 
diminish any authority conferred by said Act on 
any official of the United States necessary to en- 
able him to carry out any duties remaining to be 
performed by him under the said Act, or to im- 
pair the effect of the findings of the Secretary of 
Agriculture upon any dispute referred to him un- 
der said Act, or to affect any right in respect to, 
or arising out of, any contract mentioned in sec- 
tion three of said Act, made on or subsequent to 
February eighteenth, nineteen hundred and fifteen, 
and prior to the first day of the calendar month 
next succeeding the date of the passage of this 
Act, but so far as concerns any such contract said 
Act of August eighteenth, nineteen hundred and 
fourteen, shall remain in force with the same effect 
as if this Act had not been passed. 

“Sec. 22. That if any clause, sentence, para- 
graph, or part of this Act shall for any reason be 
adjudged by any court of competent jurisdiction 
to be invalid, such judgement shall not affect, im- 
pair, or invalidate the remainder thereof, but shall 
be confined in its operation to the clause, sentence, 
paragraph, or part thereof directly involved in the 
controversy in which such judgement shall have 
been rendered.’’ 

Cotton Grades 

Cotton grading depends upon three vari- 

ables—color, presence of extraneous sub- 

stances, and length of fiber. For the pur- 
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pose of future trading, grades are deter- 
mined by the Department of Agriculture, 
and cotton is usually graded as follows: 

1. White cotton—full grades: (a) 
middling fair, (b) good middling, (c) low 
middling, (d) good ordinary; half grades: 
(a) strict middling fair, (b) strict good 
middling, (c) strict middling, (d) strict low 
middling, (e) strict good ordinary; interme- 
ediate grades: (a) fully good middling, (b) 
‘barely good middling, (c) fully middling, 

“d) barely middling, (e) full low middling. 
2. Tinged Cotton: (a) strict good mid- 

‘dling tinged, (b) good middling tinged, (c) 
strict middling tinged, (d) middling tinged, 
(e) strict low middling tinged, ({) low 
middling tinged. 

3. Stained cotton: middling stained. 

Middling cotton is the basis grade, deliv- 

erable at the contract price. 

Coulisse 

The outside or curb market of Paris. 

Council Bill 

See India Council Bills. 

Counter Cash 
That part of the money stock of a bank 

which is entrusted to the paying teller, as 
distinguished from the reserve cash, 1. @., 
the money which the bank is required by 

law to maintain as reserve against deposits. 
The counter cash, also known as till money, 

is taken into the paying teller’s cage during 
the day and kept in a separate compartment 
of the vault at other times. It is an amount 
sufficient to provide for the cashing of 
checks, as shown by experience. 

Counter Check 
A special form of check, so marked, 

available to the depositors at the desks in 
the lobby of a bank for convenience in case 
the check book has been left at home. A 
counter check can be cashed only at the 
paying teller’s window and by the drawer 
thereof in person. Its purpose is to prevent 
swindlers or forgers from using blank checks 
fraudulently. 

‘Counterfeit Currency 
See Counter feits. 

‘Counterfeits 

Fraudulent, spurious, “bogus,” or imitation 
money; money manufactured in imitation of 

genuine money. The Government has a 
monopoly of coinage and any private person 
who makes coins or paper money is a Coun- 
terfeiter. The law provides that “every per- 
son who fraudulently by any act, ways or 
means, devises, imitates, impairs, diminishes, 
falsifies, scales or lightens the gold and 
silver coins which have been or which may 
hereafter be coined at the mints of the 
United States, or any foreign gold or silver 
coin which is by law made current or in 
actual circulation as money within the 
United States, shall be imprisoned not more 
than two years and fined not more than 
$2,000.” Counterfeit coins consist of base 

metal, while counterfeit bills are made ac- 
cording to the processes described below. 

The law concerning forging and counter- 

feiting national bank notes is as follows: 

“Whoever shall falsely make, forge, or 
counterfeit, or cause or procure to be made, 
forged or counterfeited, or shall willingly 
aid or assist in falsely making, forging or 
counterfeiting, any note in imitation of, or 

purporting to be in imitation of, the cir- 
culating notes issued by any banking asso- 

ciation now or hereafter authorized and act- 
ing under the laws of the United States; 
or whoever shall pass, utter, or publish, or 
attempt to pass, utter, or publish, any false, 

forged, or counterfeited note, purporting to 
be issued by any such association doing a 
banking business, knowing the same to be 
falsely made, forged, or counterfeited; or 
whoever shall falsely alter, or cause or pro- 
cure to be falsely altered, or shall willingly 
aid or assist in falsely altering any such cir- 
culating notes, or shall pass, utter, or pub- 
lish, or attempt to pass, utter, or publish as 
true, any falsely altered or spurious circulat- 
ing note issued, or purporting to have been 

issued, by any such banking association, 
knowing the same to be falsely altered or 

spurious, shall be fined not more than $1000, 
and imprisoned not more than fifteen years.* 

One of the duties of paying tellers, receiv- 
ing tellers and money clerks is to detect 

counterfeit money, and consequently they 
should be skilled in the art of counterfeit 
detection. Counterfeits are not easily de- 
tected by the visual process. They are more 
easily “caught” by the feeling of the weight 
and texture than by the appearance. The 
paper furnishing the basis for paper cur- 
rency is made by a secret process and is dif- 
ficult to imitate. Generally the quality of 
counterfeit paper is inferior to the paper 
used by the Government, and red and blue 

*R. S. L., 5415; Act. March 4, 1909, sec. 149; 
SHokadsiinsie: lbs al ith aye 

> ~*~ oe 
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ink lines are used to imitate the red and blue 
silk threads in the genuine bills. 

There are three principal methods of mak- 
ing counterfeit bills. The first is copying 
bills by hand, reproducing each finest line 
and imitating the silk thread in the paper 
of the genuine issue with delicate pen and 
ink work. Such work is performed only by 
experts—probably those who have formerly 
been engaged in the Bureau of Engraving 

and Printing. Some of these notes have been 

so skillfully imitated as to deceive the naked 
eye of experts. 

The second method is to engrave a steel 
plate from which the counterfeit bills are 
printed. This process is more remunerative 
than the first because many bills can be re- 
produced from the same plate. 

The third and most usual process is that 

of photographic reproduction. The photo- 
engraving process bills are not as accurate 
as the steel engraved bills and are the 

easiest of all to detect. The engraving is 
apt to be less distinct and of lighter color 
than in the genuine, for the reason that the 

plates are made from photographs of the 

original and something is lost in the process. 

There are two principal methods of mak- 
ing counterfeit coins. The first is casting 
from a mold; the second is stamping with 
a die and press. In the casting process a 
mold is made from a new and genuine coin. 
In the stamping process a die must be made 
and the counterfeit money is struck off with 
sharp blows of a heavy press. The stamp- 
ing process produces better results because 

the impression is more clearly cut, this, in 
fact, being the method used in manufactur- 
ing genuine coins. 
No exact formulas can be given for the 

detection of counterfeits. Judgment, experi- 

ence, knowledge of counterfeiters’ technical 
processes, and familiarity in handling cur- 
rency are the best guides. Supplementing 

the guides suggested, the most competent 
assistance available in discovering counter- 
feits is the alarm spread by the periodical 
entitled, “The Counterfeit Detector,’ which 
describes each counterfeit issue that comes 
to the attention of the United States Secret 
Service Department. Two sources of in- 
formation are the Co-operative Bank Or- 
ganizations and the Government Secret 
Service Agents. Whenever counterfeits are 
discovered, the account of the customer de- 
positing them should be charged, and the 
Secret Service Department of the Govern- 
ment notified. 

“The Act of June 30, 1876 (19 Stats. 
U. S. 64), requires that all United States 
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officers charged with the receipt or dis- 
bursement of public moneys, and all officers 
of National banks, shall stamp or write 
in plain letters the word “counterfeit,” “al- 
tered,” or “worthless” upon all fraudulent 
notes issued in the form of and intended to 
circulate as money which shall be presented 
at their places of business; and if such of- 
ficers shall wrongfully stamp any genuine 
note of the United States or of the National 
banks, they shall, upon presentation, redeem 
such notes at their face value. 

Counterfeit notes found in remittances 
from banks are cancelled and returned for 
the purpose of enabling the owner to make 
reclamation, and after such use they must 
be returned to the Treasurer of the United 
States for transfer to the Secret Service 
Division of the Treasury Department. 

Counterfeit notes found in remittances 
from individuals are cancelled and sent to 
the Secret Service Division. The sender is 
advised of the fact and informed that, if 

he will communicate with the chief of that 
division, arrangements may be made to have 
such notes submitted for reclamation. 

Counterfeit coins found in remittances to 
the Treasurer are cancelled and sent to the 
Secret Service Division, a receipt for the 
same being returned to the sender, who may 
communicate with the chief of that division 
if he desires to have such coin submitted for 
reclamation. 

Counterfeit coin received at the subtreas- 
uries (now Federal Reserve banks) is re- 
tained, to be called for by agents of the 
Secret Service at certain stated periods. A 
receipt is issued to the sender or depositor, 
when desired, to enable him to make reclama- 
tion for coin so retained.’* 

Countermand 

To cancel an order which has not yet 
been executed. 

Countersign 
See Countersignature. 

Countersignature 
A signature denoting approval, or vouch- 

ing another signature. For purposes of in- 
ternal check and to locate responsibility for 
purchases, many corporations provide that 
all disbursement checks shall be signed by 
more than one official. Whenever a check is 
signed by more than one official, the addi- 
tional signatures are called countersignatures. 
> + 

* Treasury Department Circular 55-A. 
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A copy of the resolution of the Board of 
Directors authorizing certain officials to dis- 
burse the company’s funds is placed upon 

file in the records of the bank having the 
account so that the bank and its paying of- 
ficers may be apprised of the proper number 
of signatures that should appear upon a com- 
pany’s checks before it cashes them, or re- 

ceives them for credit. 

Country Banks 
Banks located in Undesignated Cities 

(q.v.); 12. e., banks not located in Central 
Reserve Cities (q.v.) or Reserve Cities (q. 
v.). Country banks’ reserve requirements are 

usually less than for large city banks, e. g., 
country banks which are members of the 
Federal Reserve System are required to 
maintain a 7 per cent. reserve against net 

demand deposits, as compared with 10 per 
cent. for Reserve Cities and 13 per cent. for 
Central Reserve Cities. 
From the standpoint of collection of coun- 

try checks through the Federal Reserve par 
collection system, country banks are those 
not located in a city where a Federal Re- 
serve bank or branch is established. 

Country Checks 
Out-of-town or transit checks; also checks 

drawn on banks not located in a city where 
a Federal Reserve bank or branch is estab- 

lished. 

Country Collections 
See Collection Items. 

Coupon 
See Coupons. 

Coupon Bonds 
Negotiable bonds not registered in the 

name of the owner as distinguished from 

Registered Bonds (q. v.). Coupon bonds 
are payable to bearer, title passing by de- 
livery without indorsement. Interest upon 

coupon bonds is received by clipping the at- 
tached coupons as they mature and present- 

ing them for payment to the dssuer (debtor 

organization), or the issuer’s fiscal agent. 

(See Coupons, Registered Coupon Bonds.) 

Coupon Book 
See Coupon Ledger. 

Coupon Check 
See Coupon Payments Account. 

Coupon Collection Department 
A department in large banks or trust 

companies, especially in financial centers, to 

receive coupons trom individual customers 
and bank correspondents, for presentation to 

and collection from the various designated 
paying agents. Coupons are assorted and _ 

presented to the advertised paying agents 

ascertained by reference to various guides, 
which publish the names and _ addresses 
of paying agents for the principal issues of 
bonds. The most important of these guides 
are the Red Book (published in June each 

year with monthly supplements by the Finan- 
cial Information Co., New York) and 
Bullinger’s Monitor Guide. Announcements 

of interest payments are also frequently pub- 

lished in the financial newspapers. 
Coupons detached from all Government 

bond issues are collectible through Federal- 
Reserve banks, and coupons collectible 
through out-of-town paying agents, are 

forwarded through the mails in the same, 
manner as out-of-town. checks. 

Matured coupons are accepted both for. 

cash and for collection. If on a cash basis, 

the proceeds are credited to the depositor’s 
account immediately ; if on a collection basis, 

when and if paid. 
i 

Coupon Collection Teller 
A bank teller who manages the collection 

of matured coupons deposited on a collection 

or credit basis by depositors and correspond- 
ents. The Coupon Collection Teller is the 

manager of the Coupon Collection Depart- 
ment (q. v.). ‘ 

Coupon Ledger 
The ledger in which a bank or trust com- 

pany, acting as coupon-paying agent, records 
the receipts of funds with which.to pay cou- 

pons, disbursements for their redemption 
when presented for payment, and the num- 
bers of coupons paid. By reference to this 
ledger it is possible to ascertain the sum re- 
ceived to pay coupons, amount of coupons 
presented and paid, and amount outstanding, 
if any. 

Coupon Paying Department 
A department of a bank or trust company 

located in a financial center, which because 

of its special facilities, is appointed paying 
agent by various debtor organizations (cor- 
porations and civil divisions) for the specific 
purpose of paying matured coupons and 
bonds. This department is a specialized de- 
partment for performing this distinct fiscal 
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agent function when the volume of this busi- 
ness is sufficiently large to warrant the or- 

ganization of a separate department. 
By appointing a bank or trust company to 

pay its coupons, the issuer shifts the burden 
of making a large number of small dis- 

bursements upon an institution which has 

superior facilities for performing the service 
safely, efficiently, and economically. The 
debtor organization needs only to authorize 
its agent and to issue one check; whereas 

the bank or trust company is called upon to 
make many small disbursements when ma- 

tured coupons are presented for payment by 

their owners, or when other banks present 

them in behalf of their customers. 
Coupons are not paid unless the bank or 

trust company has been officially appointed 
as fiscal or paying agent, or has instructions 
to pay from the debtor organization, or its 
fiscal agent, and unless funds have been de- 
posited in sufficient amount to redeem in full 
the maturing bonds or coupons. Usually the 
institution acting as paying agent has stand- 
ing instructions to pay maturing coupons at 
each successive maturity date. The commis- 
sion for paying bonds and coupons has be- 
come standardized, and is usually % per 

cent. for coupons, and % per cent. for bonds. 
_ 

Coupon Payments Account 
A general ledger account which represents 

the total coupon checks outstanding. Cou- 

pons are usually paid by the institution act- 

ing as fiscal agent by a special check, marked 

Coupon Check, so that coupon redemption 

payments may be readily distinguished from 

other checks issued by the bank or trust 

company. This account is credited when 

coupon checks are issued, and debited when 

they return through the paying teller’s de- 

partment, clearing house, or otherwise. 

Coupons 
Certificates attached to a (coupon) bond 

which represent sums of interest due at 

stated maturities, which the bond promises to 
pay. Coupons are negotiable instruments 
which state that the debtor organization (is- 

suer and obligor) through its paying agent, 
usually a bank or trust company will pay 

to the bearer at maturity a certain sum of 
money representing interest due for a stated 

period upon bond No. —, of a specified issue. 
A bond is a contract to pay two things; a 
principal amount on a stated future date, and 

a series of interest payments, usually semi- 

annually but sometimes annually or quarterly, 

during the life of the bond. The bond itself 
stands for the principal, and the coupons 
stand for the series of interest payments due 
each half year, or other period, and are prom- 
ises to pay just as the bond itself is. Popu- 
larly expressed, coupons are miniature or 
“baby promises to pay,” attached to bonds 
which are “parent promises to pay.” 
The essential facts recited on a coupon, 

which must be identified with its parent 
bond, are as follows: (1) name of debtor 

organization; (2) name of issue; (3) face 

value of coupon; (4) coupon maturity date; 
(5) name of paying agent; (6) serial num- 
ber (numerical order of the interest pay- 

ment from the first of the series) ; and (7) 
number of parent bond. 

Coupons are negotiable instruments, title 
passing by delivery without indorsement, 
provided ownership certificates prescribed by 

the Treasury Department are attached, ex- 
cept in the case of bonds of the United 
States Government, where it is unnecessary. 

To stop payment upon coupons, the paying 
agent must, as in the case of a certified check, 

be protected by a bond of indemnity, from 
the issuer. Stopping payment on coupons 
has sometimes been used as a technical ex- 
cuse for beginning foreclosure proceedings. 

Without a bond of indemnity a paying agent 
has no legal ground for refusing to pay 
coupons presented except where flagrant ir- 
regularities exist. 

The following are typical examples of the 
body of a coupon taken from various classes 
of bonds: 

I — Government 

$21.25 (Serial No. 4) 
The United States of America will 

pay to bearer on May 15, 1920, Twenty- 
one Dollars and Twenty-five cents 
($21.25) at the Treasury Department, 
Washington, or at a designated agency, 
being six months interest then due upon 
$1,000 coupon bond of the 4% per cent. 
2nd Liberty Loan, converted, 370805. 

Il — Municipal 

$12.50 (Serial No. 36) 
On the first day of January, 1920, City 
of Laurel, Jones County, Mississippi, 
promises to pay bearer, Twelve Dollars 
and Fifty Cents ($12.50) at the Blank 
Trust Company of the City of New 
York for interest due that day on its 
Water Works Bond No. 2. 

eee eee eee ee eee eee eee) 

Treasurer 
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Ill — Public Utilities 

(a) 
$25.00 

On January 1, 1920, the Sioux City 
Power Company will pay to the bearer 
Twenty-five Dollars ($25.00) in gold 
coin of the United States of America, 
at the Illinois Trust and Savings Bank, 
of the City of Chicago, or at the election 
of the said bearer, at the fiscal agent of 
the Illinois Trust & Savings Bank in 
New York City, without reduction for 
taxes, for six months interest due on 
that day on Ist and Refunding Mortgage 
Sinking Fund Gold bond of said com- 
pany unless said bond is sooner redeemed 
and subject to the terms of said bond 
and trust indenture therein mentioned, 
No. 86/7. Poe P eee eee eee CeCe eee eee 

Asst. Treasurer 

(b) 
$30.00 
On the Ist day of January, 1920, unless 
the note to which this coupon is attached 
shall have been previously redeemed, 
Middle West Utilities Company will pay 
to the bearer upon surrender of this 
coupon at the office of the Illinois Trust 
& Savings Bank of the City of Chicago, 
or at the option of the holder hereof at 
the office of the Blank Trust Company in 
the City of New York, Thirty ($30.00) 
Dollars in gold coin, being six months 
interest then due on its three-year col- 
lateral gold note, Series D, No. M. 807. 

A eee eee eases eeeeeeeeseeseseee 

Treasurer 

IV — Railroad 

The New York, Chicago, and St. Louis 
Railroad Company will pay to the bearer, 
Twenty ($20.00) Dollars in gold coin 
of the United States of America in the 
City of New York, on the Ist day of 
October, 1919, for semi-annual interest 
upon bond No. 12092. 

CORE HOCH HOR OH eee eweee eee 

Treasurer 

V — Industrial 
$30.00 

The Cuban Sugar Mills Corporation will 
pay to the bearer at the Trust Company 
of Cuba up the Cityvot Havana, orJat 
the Blank Trust Company in the City 
of New York, Thirty ($30.00) Dollars 
in gold coin of the U. S. of America, or 
equivalent to the standard of weight 
and fineness existing Jan. Ist, 1917, free 
from taxes specified in the attached bond 
on the Ist day of January, 1920, being 
six months interest then due on its first 
mortgage, 6 per cent. Sinking Fund 
Gold Bond, No. 541, unless said bond 
shall have been called for previous pur- 
chase or redemption. 

eee eee eee eee eee eee eee eee 

Secretary 

(Serial No. 14) 

(Serial No. 64) 

(Serial No. 36) 

(Serial No. 6) 
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Coupon Teller 
A bank teller who manages the redemption 

of matured coupons when presented for pay- 

ment. His function is similar to that of the 

paying teller except that he cashes coupons 

instead of checks. When coupons are pre- 

sented for payment they are scrutinized to 

see that they are genuine and regular in all 

respects. Since a number of fraudulent and 

worthless coupons are in circulation, the cou- 
pon teller must be thoroughly familiar with 

the general appearance of the coupons of the 

most important issues in order to avoid pay- 

ing worthless varieties. Among other points 
he must see that the bank has been author- 

ized as paying agent, that funds have been de- 

posited in sufficient amount to redeem the is- 
sue, that the coupons have matured, that no 

stop-order has been issued against them, that 
the correlative bonds have not previously 
been called for redemption, that they bear 
the bond number, etc. The coupon teller is 

the manager of the Coupon Paying Depart- 
ment (q. v.). 

Course of Exchange 
A technical name applying to a schedule of 

quotations for bills, drafts, and checks, com- 

piled twice a week by the principal London 
bill brokers who meet at the London Stock 
Exchange. (See Foreign Exchange.) 

Court Trusts 

Trusts in which a bank or trust company 
acts under the appointment or order of a 
court. From a statutory standpoint, trusts 

are Classified as court trusts and private 
trusts. 

In New York State a trust company must 
be designated as a depository of trust funds 
by the Comptroller of the State of New 
York, or be appointed to receive such funds 
pursuant to the order or direction of a court 
in any state, or the United States. Funds 
under court trusts must be invested in ac- 
cordance with the court order, if specific; 
otherwise, the funds may be invested in any 
class of investments approved by the state 
law as legal for trustees. 

Cover 

This term has three meanings: 
(1) A term used to signify the purchase of 

stocks by short sellers to complete their con- 
tracts. To cover is to buy back stock that 
has previously been sold short. (See Short 
pale) 
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(2) A term frequently used instead of se- 
curity. A loan evidenced by a promissory 
note is said to be covered when secured by 
bonds, stocks, or other collateral of equal or 

greater value. It is especially used in con- 
nection with the security behind different 
forms of paper money, e. g., gold cover be- 

hind Federal Reserve notes. One hundred 
and eight gold cover for Federal Reserve 
notes means that for each hundred dollars 
of notes, there is $108 in gold as security de- 
posited with the Federal Reserve agent. 

(3) The contingencies or risks outlined in 
an insurance policy for which the insurance 
company is liable, ¢. g., a marine insurance 
policy provides indemnity, 7. e., covers losses 
due to damage by fire, flood, collision, sink- 
ing, but not for losses due to riot, rebellion, 

or capture and seizure by an enemy. 

A life insurance policy covers the life of 
the insured. 

Credit 

A term derived from the Latin word, 

Credo, meaning J believe, and usually de- 
fined as the ability to buy with a promise 
to pay, or the ability to obtain title to and 
receive goods for enjoyment in the present 
although payment is deferred to a future 
date. It therefore consists of an actual 
transfer and delivery of goods in exchange 
for a promise to pay in the future. 

Modern business to a very large extent 
is conducted on a credit basis. The occasion 
for credit arises out of the nature of present 
day industrial processes in which a series of 
productive and distributive operations tran- 
spires between the beginning of production 
and ultimate consumption when the account 
is finally liquidated. Credit is the instru- 
ment by which this gap is bridged, 7. ¢., by 
which each agent in the sequence of pro- 
ductive and distributive processes, receives 
payment for his contribution in moving 

goods to the consumption point, before con- 
sumption actually occurs. Although credit 
furnishes waiting power, it cannot be con- 
sidered as identical with Capital (q. v.), 

but it makes capital mobile. 

Granting credit depends upon the con- 
fidence which the lender places in the debtor 
(borrower), and is based on three essential 
factors, viz.: character, capacity and capital. 
Lending on character is known as the moral 

risk; on capacity, as the business risk; on 

capital, as the property risk. 

Of these three elements character is the 
most important. The personal equation 

transcends all others because without char- 
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acter and integrity no person can be trusted 
regardless of the ability or property he may 
possess. Character includes integrity of pur- 
pose, reputation for honesty, promptness in 
paying debts and fulfilling contracts, high 

standard of business ethics, record of past 

performances and antecedent connections, etc. 

Capacity involves business ability, reputation 
of product, soundness of business methods, 
particularly as evidenced by profit-making 
records. The real index for measuring the 

business risk is the detailed comparative 
operating statements by which the rate of 

return to invested capital over a period of 
time is disclosed. Capital is net worth—the 
real measure of a _ borrower’s collateral. 
Property which has a ready market, whether 
used in the business or not, constitutes the 

basis of the property risk. 

An ideal borrower or credit risk combines 
all three of these elements in a high degree, 

1. €., unimpeachable moral character, unques- 
tioned business ability, and adequate capital. 
Character stands foremost, ability second, 

and capital third. It is safe to say that no 
loans will be granted where the first essential 
does not exist. Certainly loans will not be 
granted where business ability has not been 
proved unless adequate collateral is given. 
On the other hand, if the first two elements 
are strong, inadequate capital may not neces- 

sarily operate as a deterrent influence. 

From the banking standpoint, credit has 
reference to a person’s or concern’s power 

to command funds or to secure deposit 
credits. Persons or concerns already well 
known, and having an established credit 
reputation, are usually granted a Line of 
Credit .(q. v.) at their banks. This line is 
the normal limit of accommodation. Such a 
line of credit is not always definitely fixed 
but varies from time to time in accordance 
with the financial standing of the borrower 

as shown by his financial statement, the 
bank’s loanable resources and general money 
and trade conditions. (See Business Risk, 
Credit Balance, Credit Department, Credit 
Files, Credit Information Sources, Credit 
Instruments, Credit Insurance, Mercantile 
Agencies, Moral Risk, Property Risk, State-- 
ment Analysis.) 
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Bank Credit Methods 

Credit, Its Principles 

Negotiable Instruments, 

Bankers’ Credits, 1921. 
Banking and Credit, 

The Bank Credit In- 

Credit Agency 
See Mercantile Agencies. 

Credit Balance 

The excess of credits over debits in an 

account. 

A bank depositor customarily has a credit 
balance. A debit balance occurs only when 
an overdraft has been made. The amount 
of the credit balance represents the deposi- 
tor’s claim against the bank, and the bank’s 

debt to the depositor. 
Marginal accounts with a broker normally 

show a debit balance, because the customer 
is borrowing from the broker to carry stocks 
for which the customer has not fully paid. 

A credit balance exists in favor of the cus- 
tomer only when there is money due the 

customer above all claims, such as interest, 

commissions, taxes, etc. 

Credit Barometrics 

A term (first used by A. Wall in the 
“Banker’s Credit Manual’) given to the test 
ratios applied by credit men in the analysis 
of financial statements submitted as bases 
for bank loans. The following ratios, dis- 

cussed under separate headings are used in 
credit analysis work: Ratio of Current 
Assets to Current Liabilities (See Current 
Ratio); Ratio of Current Assets to Total 

Liabilities; Ratio of Merchandise to Sales 

(See Merchandise Turnover) ; Ratio of Net 

Profits to Net Worth; Ratio of Receivables 

to Sales (See Account Turnover); Ratio 
of Debt to Net Worth; Ratio of Net Worth 

to Fixed Assets; Ratio of Net Worth to 

Sales (See Capital Ratio); Ratio of Mer- 
chandise to Receivables; and Ratio of Fixed 
Assets to Sales. 

Credit Company 
See Commerical Credit Company. 

Credit Currency 
Redeemable paper money, which the Gov- 

ernment promises to pay, but for which there 
is not a full specie reserve, i. e., not fully 
secured by a gold or silver reserve, e. g., the 

United States notes of 1863, also known as 
legal tenders. Unlike gold and silver certifi- 

cates, which circulate in lieu of an equal 

amount of coin, these notes are not intended 

as substitutes for metallic currency, but for 
the purpose of expanding the volume of 
currency. Credit currency is only partially 
secured by a gold reserve, the larger portion 
being secured only by the general assets and 
credit of the issuing Government. Credit 

currency is also know as fiduciary currency. 
Bank notes are a form of credit currency. 

Credit Department 
Mercantile. The department of a company 

through which all credit orders, 7. e., orders 
for current delivery, but with payment post- 

poned, are passed for acceptance or rejection. 
The department scrutinizes new applications 
for credit through various credit informa- 
tion sources, and “checks” running or open 
accounts. It fixes a “line” of credit for each 
customer and determines and carries out the 
collections policies. 

Bank. The department of a bank organ- 

ized primarily to determine and measure 
credit risks, which lead to a recommendation 
for action when applications for loans are 
made. The purpose of the department is to 
reduce to the minimum, if not absolutely 

to prevent, losses arising through the failure 
of concerns to which money is loaned. Credit 

departments of many banks also reciprocate 
credit information with correspondent banks, 
trade customers, and other affiliations, and 
for this reason not only serve as a “checking” 
bureau for their own organization, but for 
others as well. The most important type 
of assistance rendered is that of presenting 
to the credit officers, and the loan and dis- 
count committee, such facts as are necessary 

to provide a basis for intelligently granting 
or rejecting loans, discounts, and renewals 
thereof, issuing letters of credit, purchasing 

bills of exchange, and also establishing 
“lines” of credit. 

The work of the credit department may be 
broadly divided into three parts, that of 
gathering credit information (credit investi- 

gation), filing and storing credit information 
(credit files), and utilizing and distributing 
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credit information (credit analysis). (See Information in the credit folder is gen- 
Credit Information Sources, Mercantile 
Agencies, Statement Analysis.) 

Credit Files 
The part of a bank credit department in 

which credit information is recorded, clas- 
sified, filed, and stored. Usually the credit 

information on each name is recorded in a 
folder and placed in a metal sectional file 

cabinet. In large banks credit files become 
very extensive in the course of time, and 
often contain thousands of names. The files 
are the backbone of the department, since 

they contain the raw material from which all 
inquiries concerning the credit standing of 
the names on record are answered. (See 
Credit Files Revision, Credit Folder. ) 

Credit Files Revision 

Information in the credit files must be kept 

up to date. Information previously gathered 
is valuable, because it affords insight into 
the history of a concern or individual and 
these antecedent relations are always im- 
portant. Yet the character and earning 
power of a business may change very sud- 
denly, and consequently names upon which 
no new information has been recorded for 

one year are usually regarded as out of date 
and require revision if inquiries are made. 
Borrowing bank accounts should be revised 

only every second year. Trade names are 
revised more frequently, due to the fact that 

business concerns are less apt to be stable 
than banks, and their financial status there- 

fore, less apt to fluctuate. Trade names are 
not usually revised periodically, but when 

ever conditions seem to warrant it. If a 
report is desired and the standing informa- 
tion is more than nine months old, a revision 

is usually advisable. Revision of a credit 
folder follows the same lines as an original 

investigation, wvisz.: direct investigation of 

trade and banking connections in and out-of- 

town, mercantile agencies, and the note 
broker, in case of commercial paper names. 

(See Credit Information Sources, Credit 
Investigation. ) 

Credit Folder 

A binder or cover which contains the com- 
plete record of credit information concern- 

ing a given name. To distinguish between 
different classes of names, e. g., banks, trade 
names, public utilities, commercial paper 
names, etc., different colored folders are 

often used. Folders are filed alphabetically 
according to names in metal filing cabinets. 

erally classified according to some logical 

grouping, and separated by guides as an aid 

in locating the particular information desired. 
A typical classification of information in a 
credit folder is as follows: history sheet, 
average loans and balances, financial state- 
ments, investigation, and reports inquiries, 

agency reports, affiliations and subsidiaries, 
circulars and prospectuses, newspaper clip- 
pings, summarization. 

Credit Foncier de France 

The principal mortgage land bank of 
France, which makes loans both on agricul- 
tural and urban land up to one-half the 
appraised value. It also discounts com- 
mercial paper. 

Credit Information Sources 

Sources of credit information are becom- 
ing more varied as the demand for accurate 
credit information and the desire to elimi- 
nate undesirable risks becomes more insistent. 
The sources open to a bank differ depending 
upon whether the subject of inquiry is a 
local, out-of-town, or foreign name. 

In the case of local names, a credit in- 
vestigator usually is sent to interview the 
subject of inquiry, or one of its responsible 
representatives, 1. ¢., the individual or con- 
cern under investigation. The investigator 
also usually interviews several trade refer- 
ences of the subject of inquiry, including 

trade creditors, trade debtors, and possibly 
a competitor. Interviews conducted with the 
banking connection or connections are re- 

garded as specially important. In the case 
of commercial paper names, the note broker 

who sells the paper of the concern is inter- 
viewed. Written inquiries may be directed 
to trade and banking references out of town 
whenever there is reason to believe that better 

information may be derived from these 
sources. Next in importance are the finan- 

cial statements—balance sheets and the profit 

and loss statements. Reports from the mer- 
cantile agencies are almost always available, 
but only information of the most general 
nature can be expected from them. 

The records of the bank should contain 
valuable information on names which are 
customers of the bank, e. g., size of balances, 

method of borrowing, “lines” of credit, 

securities on deposit, requests for renewals, 
promptness in meeting maturities, allowing 

notes to go to protest, etc. An examination 
of the indorsements on cancelled checks will 
also reveal the purpose for which the con- 
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cern is spending its money. The public 

record such as the judgment indexes, records 
of pending suits, and records of mortgages 
and real estate transfers are always avail- 
able. Oftentimes information is contained 
in various financial publications, manuals, 

and “services.” The officers of the institu- 
tion usually have intimate personal knowledge 
of the affairs of many of their customers. 

In the case of out-of-town names the same 
sources of information are available, except 
that it becomes necessary to omit personal 

investigation and written inquiries directed 

to the same sources may be submitted. 

The chief credit information sources for 

foreign names are as follows: The principal 

New York banks which maintain foreign 

departments, and close relations with corre- 
spondent banks abroad; New York import 

and export houses, which are ready to 

furnish their clients and banking connections 
with information regarding names with 
which they do business; the foreign depart- 
ments of the principal mercantile agencies ; 
foreign chambers of commerce located in 
New York City, which are supported by the 
merchants of the countries they represent 
for the purpose of promoting trade relations ; 

various trade associations, e. g., the National 
Association of Credit Men. 

Credit Instruments. 

Paper or documents, other than paper 
money supported by specie which evidence 

current or long-term debt. Credit instru- 

ments include checks of all kinds, certificates 

of deposit, drafts, bills of exchange, notes, 
acceptances, money orders, letters of credit, 
bonds, stock certificates, certificates of in- 

. debtedness, coupons, etc. 

From a legal standpoint, credit instruments 
may be divided into two classes, promises to 
pay and orders to pay. The chief promises 
to pay are promissory notes, trade accept- 

ances, circulating National bank notes, bonds, 

coupons, certificates of debt, book accounts, 
and bank deposits. The chief orders to pay 

are checks, drafts, bills of exchange, money © 
orders, telegraphic transfers, cable trans- 
fers, and letters of credit. 

In the United States credit instruments 
have largely displaced the use of money and 
it is estimated that 95 per cent. of the trans- 
actions in the wholesale trade and about 60 
per cent. of the transactions in the retail 
trade are settled by means of credit instru- 
ments. The extent of use of credit instru- 
ments depends upon banking facilities, busi- 
ness habits, general intelligence and confi- 

dence in banks. (See Credit.) 

Credit Insurance 

Insurance provided against losses from bad 
debts arising from the sale of goods on 
credit. Coverage for uncollectible accounts, 
though far less frequent than coverage for 
fire losses, is equally as important, since bad 

accounts occur more frequently than fires. 

and are as much a loss as destroyed or 
damaged merchandise. 

Credit insurance does not usually indem- 
nify the insured against all credit losses, 
but only for an amount in excess of the 
average over a certain period, say four years. 
Policies also usually subject the insured to: 
certain limitations, e. g., limitations of line 
of credit to each purchaser, limitation of 

sales to purchasers having a certain commer- 
cial rating or better. (See Bad Debts, 
Credit, Mercantile Agencies. ) 

Credit Line 

See Credit, Line of Credit. 

Creditor 
One to whom money or its equivalent is. 

due. 

Creditor Country 
A country which has a trade balance in its. 

favor, 7. e., whose exports are greater than 
its combined visible and invisible imports. 
(See Balance of Trade.) 

Credit Rating 
A grade assigned to a business concern by 

a mercantile agency to denote the net worth 
and credit standing to which the concern is 
entitled in the opinion of the agency as a 
result of its investigation. Dun’s and Brad- 
street's both submit a capital and credit rat-. 
ing for each name appearing in their gen- 
eral reference books. The capital rating in- 
dicates the approximate amount of net capi- 
tal invested, while the credit rating shows. 
the credit grade, i. e., moral and business 
risk, in a relative scale. 

On the following page will be found the 
capital and general credit ratings employed. 
by R. G. Dun & Co. 

Credit Ticket 

A posting medium used in banking and 

brokerage bookkeeping to secure the posting 

of a transaction occurring in any department 
to the credit side of the customers’ or general 
ledger. It carries a complete description of 
the transaction and is preserved for future 
reference. 
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Estimated Pecuniary Strength 
or Capital 

AA Over $1,000,000 
A+ Over 750,000 
A $500,000 to 750,000 
B+ 300,000 to 500,000 
B 200,000 to 300,000 
C+ 125,000 to 200,000 
if 75,000 to 125,000 
D+ 50,000 to 75,000 
D 35,000 to 50,000 
E 20,000 to 35,000 
F 10,000 to 20,000 
G 5,000 to 10,000 
H 3,000 to 5,000 
J 2,000 to 3,000 
K 1,000 to 2,000 
e 500 to 1,000 
M Less than 500 
Where only a credit rating 

appears, this line of credit 
designation applies ........... 

General Credit 
High Good Fair Limited 

Al 1 1% 2 
Al 1 1% Z 
Al 1 1yY% 2 

1 ly ie 21% 
1 1% 2 2% 
1 1% . 2% 
1yY% 2 2% 3 
1% 2 2% 3 
1% f 2% 3 
2 2% 3 3% 
2Y J 3% 4 

3 3% 4 
5 3% 4 
3 3% 4 
3 3%: 4 

3% 4 
3% 4 

1 2 3 4 

Crepir Ratincs Empiovep By R. G. Dun & Co. 

Credit Union 
According to the New York banking law, 

a domestic moneyed stock or non-stock cor- 

poration organized for the purpose of pro- 

moting thrift among its members and for 

making small loans to its members at rea- 

sonable rates with or without security. In 

New York State, loans above $50 must be 
secured by collateral. 

Cremation Certificate 

A certification that retired securities have 
been destroyed by burning; a _ statement 

signed by certain persons, e. g., trustees, 
committee, etc., selected or appointed, that 

they have witnessed the total destruction by 
fire of the therein-mentioned securities. 

kBe | ; 

Cremation of Bonds 
Destruction of bonds by fire. One method 

of disposing of bonds that have been re- 
deemed and cancelled is to burn them. This 
is usually the method taken when the bonds 
are secured by a mortgage held by the 
trustee for the bondholders. After’the mort- 
gage has been satisfied of record, the bonds 
are burned in the presence of the trustee, 
and a Cremation Certificate (q. v.) 1s 

executed. 

Crime of 1873 
A derisive designation applied to the coin- 

age act of February 12, 1873, which de- 
monetized silver by authorizing the discon- 
tinuance of its coinage as a standard coin. 
(See Demonetization. ) 

Crisis 
The collapse of a period ot prosperity, 1. e., 

the termination of a rising price trend, gen- 

eral optimism, inflation and speculation. It 
is a turning point or decisive moment at the 
crest of the business cycle when it becomes 
clear that the price structure has become top- 
heavy and that the next movement must be 
downward. It may be precipitated by a sud- 
den realization that prices have gone too 
high (buyers’ strike), by a sudden restric- 
tion of or stringency in the supply of credit, 
by an unexpected bankruptcy of some con- 
spicuous bank or business concern, or by the 
outbreak of war. 
A crisis should not be confused with a 

panic, the latter being a serious financial and 

credit disturbance into which a crisis may 
degenerate. A crisis may be followed by 
a panic and is almost invariably followed 
by an industrial depression. (See Business 
Cycle.) 

Crop Reports 
Bulletins issued by the Department of 

Agriculture, showing the condition, acreage, 
estimated and actual yields of the important 
crops. The Bureau of Market and Crop 
Estimates of the Department of Agriculture 
formerly issued monthly detailed reports re- 
lating to agricultural conditions throughout 

the United States in three separate bulletins 

or magazines entitled, “Market Reporter,” 
“Monthly Crop Reporter,’ and “National 
Weather and Crop Bulletin.’ Beginning 
January 7, 1922, these three bulletins were 
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combined into a single weekly publication, 
entitled, “Weather, Crops, and Markets.” 

Monthly estimated crop conditions for all 
principal crops in total and by states are 

published in the mid-month (after the 10th) 
issue of “Weather, Crops, and Markets,” as 
of the first of the month. Illustrating the 
type of information given upon the condition 
of winter wheat, for instance, the following 

data was published on May 1, 1922: 

1. Per cent. of area abandoned (since last 

report). 

2. Area remaining to be _ harvested 

(acres). 

3. Condition (percentage of 100) for 
1921. 

4. Condition (percentage of 100) for 
1922. 

5. Condition (percentage of 100) for 
ten year average. 

6. Condition (percentage of 100) for 
April 1, 1922. 

7. Forecast of yield based on May 1, 
1922, condition. 

8. Forecast of yield based on Dec. 1, 
1921, condition. (100 per cent. indicates a 
normal full crop, and not the average crop 
which is usually less than normal). 

The data upon which these estimates are 

based are obtained through a special field 
service conducted by a large body of volun- 
tary correspondents, e. g., country corre- 

spondents, township correspondents, individ- 

ual correspondents, individual farmers, and 
special cotton correspondents. The special 
field service consists of travelling agents 

each of whom is assigned to report on a 
given group of states. These agents are 

especially qualified by reason of their statisti- 
cal training and practical knowledge of 
crops. 

Eleven monthly reports on the principal 
crops are forwarded annually and six special 
cotton crop reports are dispatched to the 

bureau during the growing season. Reports 
from field agents are prepared by a special 
crop reporting board. 

Abstracts of weather condition reports 

as related to various crops by states are pre- 
pared from the weekly bulletin by the 
weather bureau. These data are compared 
and discussed by the board and the final 
estimates for each state are then determined. 
Estimates by states as finally determined 
by the board are weighted by the acreage 

figures for the respective states so that the 

result for the entire United States is a true 
weighted average for each crop. 
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THE NORMAL 

(Defined in the “Crop Reporter”—De- 
partment of Agriculture.) 

So many of the reports of the statisticians 
of the Department of Agriculture are based 
upon a comparison with the normal that it 
is a matter of the greatest importance that 
there should be a clear understanding of 
what the normal really means. 
To begin with, a normal condition is not 

an average condition, but a condition above 
the average, giving promise of more than 
an average crop. 

Furthermore, a normal condition does not 
indicate a perfect crop, or a crop that is or 
promises to be the very largest in quantity 
and the very best in quality that the region 
reported upon may be considered capable of 
producing. The normal indicates something 
less than this, and thus comes between the 
average and the possible maximum, being 
greater than the former and less than the 
latter. 

The normal may be described as a condi- 
tion of perfect healthfulness, unimpaired by 
drought, hail, insects, or other injurious 
agency, and with such growth and develop- 
ment as may reasonably be looked for under 
these favorable conditions. As stated in 
the instructions to correspondents, it does 
not represent a crop of extraordinary char- 
acter, such as may be produced here and 
there by the special efforts of some highly 
skilled farmer with abundant means, or such 
as may be grown on a bit of land of extraor- 
dinary fertility, or even such as may be 
grown quite extensively once in a dozen 
years in a season that is extraordinarily fa- 
vorable to the crop to be raised. A normal 
crop, in short, is neither deficient on the one 
hand nor extraordinarily heavy on the 
other. While a normal condition is but 
rarely reported for the entire corn, wheat, 
cotton, or other crop area, at the same time 
or in the same year, its local occurrence is 
by no means uncommon, and whenever it is 
found to exist, it should be indicated by the 
number 100. 

Sometimes a favorable season for plant- 
ing is followed by a favorable growing sea- 
son, with no blight and no depredations by 
insects, the result being a normal condition. 
At other times the normal may be maintained 
by conditions that are exceptionally favor- 
able in one or more particulars, counter- 
balancing conditions that are unfavorable in 
other particulars. Thus, a crop may have 
had such an unusually good start that it 
may pass without injury through a period 
of drought that would otherwise have 
proved disastrous to it, or more than ordi- 
nary vigor and potentiality may fully offset 
some slight injury from insects. 

The normal not being everywhere the 
same, in determining how near the condition 
of any given crop is to the normal cor- 
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respondents will usually find it an advan- 
tage to have a definite idea of what yield per 
acre would constitute a full normal crop in 
their respective districts, 1. e., how many 
bushels, pounds, or tons per acre of a par- 
ticular crop would be produced in a season 
that was distinctly not exceptionally favor- 
able. In a region where 30 bushels of corn 
may be taken as the normal, a condition of 
90 would give a prospect of a crop of 27 
bushels, and 80 a crop of 24 bushels. If 
40 bushels be considered the normal yield, 90 
(or 10 per cent. less than the normal) would 
indicate a crop of 36 bushels, 80 one of 32, 
70 one of 28 bushels. 

For the reason that the normal, represented 
by 100 does not indicate a perfect or the 
largest possible crop, it may occasionally be 
exceeded. The condition may be so excep- 
tionally favorable as to promise a crop that 
will exceed the normal, and it will accord- 
ingly have to be expressed by 105, 110, or 
whatever other figures may seem warranted 
by the facts; 105 representing 5 per cent. 
above the normal, 110 representing 10 per 
cent. above the normal, etc. 

Crops 
See Corn, Cotton, Crop Reports, Move- 

ment of Crops, Wheat. 

Crossed Checks 

A form of check not employed in the 
United States, but extensively used in Eng- 
land where it is recognized by law. Crossing 
is of two kinds, general and special. Gen- 
eral crossing consists of drawing two paral- 
lel or transverse lines across the face of a 
check without the addition of any words. 
The words “and Company” or an abbrevia- 
tion thereof, with or without the words “not 
negotiable” may be inserted between the lines 
but add nothing of significance. If the name 
of the bank or banker is added in a crossing, 

however, the check is crossed to the banker 

named, and is known as a special crossing. 

When a check is crossed, generally the 
bank on which it is drawn may not pay it 
to any other party than to a bank, and when 
it is crossed specially, to no other than the 
banker specified in the crossing. The pur- 
pose of crossing is to prevent payment to 
wrongful holders and therefore to circum- 

vent losses through forgery, since payment 
will not be made over the counter, but only 
by a deposit credit through a bank, even 

though the payee can establish his identity. 
A bank which pays a crossed check other 
than as specified is liable to the true owner. 

Crossing Trades 
A transaction between brokers, prohibited 

by the rules of all exchanges, by which a 
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buying order of one is offset by a selling 
order of the other for the same unit of the 
same stock or commodity. Instead of the 
orders being executed on the exchange, the 
brokers effect a cross trade between them- 
selves. One broker, for instance, might 

turn over a customer’s trade, say a buying 
order, to a second broker in exchange for 

a selling order placed with the second broker, 
instead of both brokers executing these 
orders in the open market. 

Crown 

This term has two meanings: 
(1) An English silver coin equal to five 

shillings or one-quarter of a sovereign. Its 
equivalent in United States money is ap- 
proximately $1.216. 

(2) The anglicised version of the Austro- 
Hungarian Krone, and the Kroner of Nor- 
way, Sweden and Denmark. (See Krone 
and Kroner under the subject Foreign 
Moneys.) 

Cum Dividend 

An English term meaning with the divi- 
dend included as distinguished from ex divi- 
dend. The buyer of a stock cum dividend 
is entitled to receive the pending dividend. 

Cum Rights 
With rights included. The buyer of stock 

“cum rights” is entitled to exercise what- 
ever privilege such rights carry. (See 
Rights. ) 

Cumulative Dividends 

Dividends on cumulative preferred stock; 
dividends which if not paid regularly, or in 
full, 7. e., are in arrears, accumulate and if 
earned must be paid in the future, before 
dividends can be paid on common stock. The 
interest upon income bonds may also be ac- 

cumulative. (See Preferred Stock.) 

Curator 

A person, bank, or trust company appointed 
by a court to care for the estate of an in- 

competent or insane person under the court’s 
direction. (See Conservator.) 

Curatorium 

The governing board of the Bank of Ger- 
many (q. v.). 

Curb 

A term applied to a stock market either 
originally or now carried on in the open 
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street. Curb markets were originally un- 

organized markets, but most of them are now 
organized. The function of a curb market is 

to furnish a place for trading in securities 
which are not listed upon the large stock ex- 
changes, because they do not meet the tests 
of admission. In this sense, curb markets 

are secondary stock exchanges and provide 

a place where new, unseasoned securities 
(shares of companies in the prospective, de- 

velopment or early earning period) are 
bought and sold. The New York Curb 
Market is regarded as a trying-out place for 
securities, some of which are finally “gradu- 
ated” and admitted to the New York Stock 
Exchange. On the Boston Curb which like 
the New York Curb is now housed, the 
principal listings are mining stocks. (See 
New York Curb Market.) 

Curb Broker 

A broker who transacts business on a 

curb market. (See New York Curb Market.) 

Curb Market 

See Curb, New York Curb Market. 

Currency 
The quality of circulating freely; con- 

sequently, any form of money which serves 
as a medium of exchange and passes from 
bearer to bearer without indorsement. 

Currency may consist of coins or paper 

money. United States currency consists of 

all kinds of metallic and paper money, but 
does not include checks, money orders, drafts, 
etc. (See Elastic Currency, United States 
Money. ) 

Currency Act of 1900 
See Gold Standard Act. 

Currency Bonds 
Bonds, the principal and interest on which 

are by their terms payable in lawful, 7. e., 
legal tender, money of the United States, 

as distinguished from gold bonds which are 
payable in gold coin. 

Currency Designs 
The designs which appear upon various 

kinds and denominations of coins and paper 
money, each of which is distinctive and in- 

tended to serve as a means of ready recogni- 

tion, and to render counterfeiting difficult. 
The denominational portraits on the various 

kinds of paper money operate as the only 
means by which raised bills can be detected, 
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since each denomination for each kind of 
paper money bears a given engraved portrait. 
(See Denominational Portraits. ) 

Currency Shipments 
One of the functions of Federal Reserve 

and large city banks is to supply member 
(or correspondent) banks with suitable kinds 
and denominations of metallic and paper 
money. Currency shipments may be classi- 
fied in five groups: paper money, coins, gold 
bars, five per cent. redemption fund orders, 
and orders for the transfer of money. 

Coins and currency are secured from Fed- 
eral Reserve banks. Gold bars are pur- 
chased from an assay office, since they are 

not regularly kept as part of a bank’s money 
stock. Five per cent. redemption fund 
orders are those received from correspondent 
National banks requesting the transmission 

of funds to the United States Treasury at 
Washington to make good a deficit which 
has arisen in the Five Per Cent. Redemption 
Fund (q. v.) required for redeeming out- 
standing circulating notes. In transferring 
funds, currency is shipped to a third bank 
for which the remitting bank reimburses 
itself by charging the account of the corre- 
spondent bank. 

Shipments may be made by express or 
registered mail, depending upon the most 

economical method. Owing to the fact that 
the maximum amount recoverable on a lost 
registered package is $50, additional insur- 
ance must be procured when amounts in 

excess of $50 are so forwarded. Cost of 
shipment is usually borne by the consignee 
bank. 

Federal Reserve banks, having taken over 

the sub-treasuries since June 30, 1921, now 
perform all sub-treasury functions, including 
that of providing supplies of coin and cur- 

rency in proper denominations to member 

banks. These supplies are shipped without 

charge for express and insurance costs. 
Likewise, when member banks have excess 

supplies of cash on hand they are shipped 
to the Federal Reserve bank of the district, 
the latter bearing the costs. 

Current Account 

Same as open, continuing, and running 
account. (See Open Account. ) 

Current Assets 
Cash or other assets “which in the ordi- 

nary course of business will be converted 
into cash,’* e. g., raw materials, finished 
goods, accounts receivable, notes receivable, 
etc. They are also known as quick, floating, 
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fluid, and circulating assets. In analyzing 

statements for credit purposes, the propor- 
tion between the current assets and current 
liabilities, known as the current ratio, is one 
of the most important tests of a credit risk. 
(See Current Ratio, Statement Analysis.) 

Current Liabilities 

Liabilities currently maturing; liabilities 
which must be paid within a short time, usu- 
ally one year, as distinguished from Fixed 
Liabilities (q. v.). 

Current Ratio 

The ratio of current assets to current 

liabilities which is one of the credit baro- 
metrics applied to test a financial statement 

submitted by a prospective borrower. 
Among credit men of the old school it 

has always been a rule-of-thumb formula 
that the applicant for credit should show at 
least a two for one ratio between current 
assets and current liabilities on his financial 
statement. This excess of current assets is 
required because the lending bank, for pur- 

poses of safety, must not only regard the 
prospective borrower as a going concern, 
but also as a liquidated one. In case a busi- 
ness should be forced into liquidation and 

compelled to realize upon its current assets 
at forced sale, such assets would almost cer- 

tainly shrink in value, while the liabilities 
would remain constant or even increase if 
contingent liabilities existed and suddenly 
became primary liabilities. "With a two to 
one ratio, current assets could shrink by 

50 per cent. and still be sufficient to liqui- 
date the current liabilities. This ratio has 
been used because experience has shown that 
current assets do not usually shrink by 50 
per cent, under forced liquidation, and that 
therefore current assets would normally be 
more than sufficient to pay off current lia- 
bilities, thereby leaving a margin as a factor 

of safety. . 
The two for one formula, while safe in 

most cases, and practical because of its sim- 
plicity, is not scientific because it does not 

take into consideration other significant re- 

lations, ¢. g., variation in business types, 
merchandise turnover, terms of credit, terri- 
tory served, and seasonal influences. Busi- 
nesses having a rapid turnover, e. g., grocery 

trade, may have a current ratio consider- 
ably less than two for one and still repre- 
sent a better credit risk than a furniture 
dealer having a full two for one ratio. In 

*iI. D. Greeley: Theory of Accounts, p. 65 
(Volume I of Business Accounting). 

the grocery trade there is a rapid turnover 
of merchandise for which the demand is 
universal so that in the event of liquidation 

the business would not suffer an appreci- 
able loss through decline in value of its 

inventories. In the furniture business, how- 
ever, a two for one ratio might not be 

satisfactory, since the turnover is less rapid 

and the shrinkage in value in the event of 
liquidation would be more severe. For this 

reason modern credit men recognize that the 

current ratio standing alone is not satisfac- 
tory as a credit test, but should be con- 

sidered in relation to other tests given under 

the subject Credit Barometrics (q. v.), and 

discussed under the subject Statement An- 

alysis (q. v.). 

Custodianships 
A name given to a relatively modern fa- 

cility offered by the larger banks and trust 
companies to their customers, viz., the safe 

keeping, and accounting for under instruc- 

tions, of valuable, and usually income-bear- 
ing, personal property. Custodianship ac- 
counts are also known as_ safe-keeping, 
agency, and “financial secretary’ accounts. 
A custodianship involves the following: 

(1) to keep the property intact; (2) to 
collect the income—interest, dividends, rents, 

etc..—and disburse it in accordance with in- 
structions; (3) to redeem bonds called at 

or before maturity and disburse proceeds 

according to instructions; (4) to receive 

rights which may accrue on stocks; and 
(5) to transmit instructions for purchase and 

sale of securities through a broker. 
A custodianship account differs from a 

safe deposit account in that in the former 
the customer’s property is kept under con- 
trol of the bank but always subject to the 
customer’s orders; whereas in the latter, the 

property is held entirely under the control 
of the renter of the safe deposit box. It 
differs from a voluntary trust in that in a 
custodianship the bank or trust company 

acts as agent, whereas in the latter it acts 

as trustee. As agent the bank or trust 
company is responsible for the safekeeping 
of the property, but as trustee it is respon- 

sible for maintaining the value of the 
property. 

The advantages of a custodianship over a 
safe deposit box are: (1) in addition to 

protection provided by the vault, the cus- 
tomer has a receipt of the bank or trust 
company for the property, which clearly 
sets forth what has been deposited; (2) in- 
come is collected promptly, whereas if securi- 

ties are deposited in a safe deposit box, col- 
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lection is frequently delayed; (3) orders to 
buy and sell securities may be left for 
execution; and (4) financial advice is always 

available and customers are automatically 
advised of the calling of bonds, the right to 
convert bonds into stocks and to subscribe 

to new issues, the privilege of selling to 
sinking funds; the increasing, reduction, or 

passing of dividends, the reorganization, 

recapitalization, or merger plans of the 
respective companies whose securities are 

held; and of any fact pertinent to the invest- 
ments. (See Customers’ Securities Depart- 
ment, Safe Deposit Company. ) 

Customers’ Liability 
An account appearing in a bank general 

ledger or financial statement as an offset to 

outstanding letters of credit guaranteed but 
not paid. This account is an asset arising 

from the fact that recourse may be had 

against customers who may fail to fulfill 
the obligations which they guarantee to ful- 
fill when letters of credit are issued to them. 

When a bank issues a letter of credit the 
customer pledges to guarantee payment of 

all drafts drawn thereunder. In case pay- 
ment is not made at maturity according to 

such guaranty, the bank has recourse against 
the customer and has the right to attach 

any property that he has in the bank, in- 
cluding deposits, securities, or other col- 

lateral, and to start an action at law to 

recover any balance still remaining. (See 
Letters of Credit.) 

Customers’ Room 

A room in a broker’s establishment, 7. c., 

commission house, for the convenience of 

customers. Its chief feature is a board upon 
which quotations from various exchanges 
are posted as soon as they are printed on 

the tickers. (See Board.) 

Customers’ Securities Department 
The department of a bank or trust com- 

pany which assumes custodianship of securi- 

ties and other valuables belonging to its 
customers. Institutions undertaking to render 

these facilities offer to provide the same care 

in protecting customers’ securities as they 
do their own. The customers’ securities 
department becomes a bailee, and not only 

assumes custodianship of customers’ securi- 

ties, but may receive orders to buy and sell 

securities in the open market. These are 
transmitted for execution by a regular 
broker. 

This department also sometimes performs 

such services as transferring stock, exchang- 

ing temporary securities for permanent or 

definitive securities, and of holding securities 
for safe keeping while awaiting instructions 

of customers. Matured coupons are detached 
from bonds and credited to the account of 
customers or checks are remitted. These 
services may be rendered gratuitously or for 

a fee. (See Custodianships, Safe Deposit 
Company.) 

Custom House 

An office established by the Federal Gov- 
ernment at each of the principal ports and 

border cities where importers declare the 

amount or value of imported merchandise, 

and where customs duties are levied and 
paid. Vessels bound to and from foreign 
ports are entered and cleared by the custom 
house officials, who must be notified of its 
arrival or intended departure. No imported 

merchandise can leave a steamship pier until 
it has been examined by the custom officers. 

The tax levied and collected upon imports 
by Custom House officials in accordance with 
the tariff laws. 

Customs Duty 
The tax levied and collected by Custom 

House officials in accordance with the tariff 
laws upon imports. 

Customs Ports 

Ports where ships carrying import cargoes 
enter. The principal 25 customs ports in 
the United States in order of their import- 
ance (for 1922), based on tonnage loaded 
and discharged, are: New York, New 

Orleans, Baltimore, Philadelphia, Port 
Arthur, Galveston, Baton Rouge, Boston, 

Norfolk, San Francisco, Portland, Ore., 
Seattle, Newport News, Fall River, Port- 

land, Me., Texas City, Tacoma, Mobile, 

Sabine, Tampa, Los Angeles, Perth Amboy, 
Beaumont, Savannah, and Houston. 

Cutting a Melon 
See Melon. 



Daily Balances 
See Average Loan and Balance File, In- 

terest Balance. 

Dairy Loans 
See Cattle Loans. 

Date 

The indicated day, month and year, on 
which an instrument is drawn. The validity 
and negotiable character of a check, note, 
draft or other negotiable instrument is not 

affected by the fact that it is not dated. 

When a time instrument is undated any 
holder may insert the true date of issue or 
acceptance. Otherwise where an instrument 
is not dated it is considered to be dated as 
of the time it was issued. 

Post-dated checks, i. e¢., checks dated 
ahead, are not payable until the due date. A 
bank has authority to pay a check only 
when it is dated as of the day of presenta- 
tion or a date antecedent thereto. Where 
the date is missing, it may be inserted and 
paid. Stale checks, 7. e., checks more than 
six months old, usually should not be paid 
by a bank without consulting the drawer. It 
is intended that checks should be presented 
for payment within a reasonable time after 
their issue. 

Notes should not be dated on a holiday. 
If a note matures on a Sunday or holiday, 
according to the Negotiable Instruments 
Law, it becomes payable the next succeed- 
ing business day. A few states have modi- 
fied this. provision to make such notes pay- 
able on the preceding business day. (See 
Negotiable Instruments Law, Art. 2.) 

Dating 
See Time to Run. 

Day Loans 
Loans made to Stock Exchange brokers 

without security, but only for a day as a 
means of circumventing Overcertification 
(q. v.), which is unlawful. The occasion 

for making day loans may be illustrated as 
follows: Suppose a broker has orders to buy 
1,000 shares of stock and needs $100,000 

in cash to finance the transaction. Having 

no such sum of money as capital nor securi- 

ties to serve as collateral, he may secure 
a temporary or day loan, provided his credit 

standing is of the highest type, with the 
understanding that as soon as the securities 

are purchased they will be deposited as a 
pledge to secure a regular call loan. In 

other words, the day loan is granted as an 

expedient to finance the broker during the 
short interval between the time he pur- 

chases the securities and their actual de- 
livery. Such a loan is also known as a 
clearance loan or morning credit. When 
the loan is made the broker’s account is 
credited, but later in the day, after the 
broker has had an opportunity to make de- 

posits sufficient to cover the amount bor- 

rowed in the morning, the entry is reversed, 

and the account charged. 

Day Order 
An order good for the day only; an order 

placed with a broker for execution on the 
day it is given, after which it is automat- 
ically canceled. (See Orders.) 

Days’ Date 
See Draft. 

Days of Grace 
A privilege to defer payment of a note, 

acceptance, draft or other time instrument 
after the indicated maturity for a number 
of days. Three days of grace are allowed 
in England and formerly in the United 
States. By the Negotiable Instruments Law, 

“every negotiable instrument is payable at 
the time fixed therein without grace.” No 
state has modified this provision except for 
domestic sight drafts payable in Massachu- 
setts, New Hampshire and North Carolina. 

In foreign bills of exchange one to five 

days of grace are allowed on sight, and 

short and long bills. (See Negotiable In- 

struments Act, Art. 7, Sec. 145.) 

Day-to-Day Loan 
An English equivalent for call loan in the 

United States. 

Dead Assets 

Unproductive assets; assets which ‘pro- 
duce no income, e. g., waste land, or a mag- 
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nificent railroad terminal, the cost of which 
is out of proportion to its income. 

Deal 

An expression sometimes used in finance 

to indicate a large transaction which in- 

volves a change in ownership usually ar- 

ranged without general public knowledge, 
é. g., a traction deal, railroad deal, or deal 
in some other property. 

Dear Money 
Money obtainable only at high interest 

rates. 

Debasement 

Reduction in the purity of the metal 
forming the coinage of a country from its 

original or standard fineness. One of the 
purposes of Government coinage is to in- 

sure maintenance of purity of its coins. 

Coins may be debased by individuals, but 
ordinarily the term refers to the former 
practice of Governments in taking a part 

of the pure metal out of its coins and re- 

placing it with a baser metal. No civilized 

commercial country has debased its coinage 
in modern times, knowing that the results 
of debasement are disastrous upon business 
by undermining confidence, causing high or 
fluctuating prices, unstable conditions, etc. 

The ceremony in England known as the 

“Trial of the Pyx” is established by law 

for the purpose of insuring the maintenance 

of purity of the standard coin. (See Trial 

of the Pyx.) 

‘Debenture 

A synonym for debt. This word is a class 

term for all forms of unsecured, long-term 

debt, whether for corporate or civil (gov- 
ernment, state or municipal) obligations, 

although it is usually applied to a certificate 
of debt issued by a corporation. 

In England debentures are often secured 
by real estate mortgages, but in the United 

States are secured only by the assets and 
the general credit of the obligor. The term 
is usually used in connection with bonds or 

stock. (See Debenture Bonds, Debenture 

Stock. ) 

Debenture Bonds 

Bonds without any security other than the 

general assets and credit of the issuer. Gov- 
ernment, state and municipal bonds, 7. e., all 

civil bonds, are by definition debenture 
bonds since they are not secured by mort- 
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gages or any other specific pledge of assets. 
Notwithstanding this fact, civil bonds rep- 
resent the highest class of investments be- 
cause their payment rests upon the taxing 
power and general credit. 

Debenture bonds issued by corporations 
are, as a class, not considered high-grade in- 
vestments, although where the general credit 

of the issuer is strong, they may command 

a high position. Their strength depends 
upon the equity in the general assets, the ex- 

tent of bond issues having prior liens, range 
of fluctuation of earnings, and margin of 

average earnings over prior charges. De- 

benture bonds are sometimes known as plain 
bonds. 

Debenture Income Bonds 

Income bonds not secured by a mortgage 

or other specific pledge of assets. (See In- 
come Bonds.) 

Debenture Stock 

A term infrequently used in American 
finance which usually applies to a special 
type of stock conferring rights superior to 

both preferred and common stocks, e. g., 
General Motors Corporation debenture stock. 
This stock is in the nature of a prior pref- 
erence or first preferred stock. 

In England debenture stock is equivalent 
to debenture bonds in America. 

Debit Balance 

The excess of debits over credits in an 

account. In a bank account a debit balance 

occurs when it is overdrawn. In a brokerage 

account a debit balance indicates the amount 

of the broker’s loan to the customer, and 

which the customer would have to pay in 
order to take up his securities. 

Debit Ticket 

A posting medium used in banking and 
brokerage bookkeeping to secure the posting 

of a transaction occurring in a certain de- 
partment to the customers’ or general ledger. 
It carries a complete description of the trans- 

action and is preserved for future reference. 

Debt 

A pecuniary obligation of a debtor; a sum 
of money one party owes to another as a 

result of a transaction in which value has 
passed to the debtor, as evidenced by verbal 
or written contract or agreement. A note or 

bond is prima facie evidence of a debt, but 
an open book account is not. In an action 
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at law, the latter must be supported by an 
original record of the transaction, e. g., in- 
voice, delivery slip, etc. 

Debtee 

One to whom money or other value is 
owing. 

Debt Limit 
See Municipal Bonds. 

Debtor 

One who owes money or other value, 
whether an open account or evidence by 
note, bond, or otherwise. Debtors may be 
classified as individual, corporate or civil 
(Government, state, county, municipal, etc.). 

Debtor Bank 

An expression used to indicate a bank 
which is debtor to the clearing house. (See 
Clearing House.) 

Decedent 

A deceased person. A term used in con- 
nection with inheritance, estates, wills, etc. 
A decedent who has made no will is called 
an intestate decedent; one who has made a 
will, a testator. 

Decentralized Reserve System 
See Federal Reserve System. 

Decimal Coinage 
A coinage system in which the denomina- 

tions of the principal coins are decimals of 
the monetary unit and the denominations of 
all coins and paper money are even frac- 

tional parts or multiples of the unit of value. 
In the United States, the dollar is the mone- 
tary unit; a dime the tenth part; a cent 

the hundredth part; and a mill the thou- 
sandth part, each being one-tenth of the 
previous unit in the series. Likewise the 
eagle is ten times the value of a dollar. 

The advantages of the decimal system are 

obvious as a convenience in making money 
calculations. Most of the monetary sys- 
tems of the world are decimal systems, Eng- 
land being the only great nation without it. 

Decimal Currency 
The currency of nations using the Decimal 

Coinage (q. v.). 

Declaration of Dividends 

Dividends on stock cannot be paid unless 
and until declared. Power to declare divi- 
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dends rests solely with a corporation’s 

board of directors, which determines the 

amount and date of the disbursement. (See 

Dividend. ) 

Decline 
A term used in connection with securities 

and commodities to indicate a decrease or 
lowering of prices. Other terms employed 

to suggest the same meaning, either with 

greater or less intensity, are fall, sag, react, 

soften, slump, weaken, recede, drop, retreat, 

slip, sell off, shade off, toboggan, and break. 

Deed 

In general, any instrument “signed, sealed 
and delivered,’ as the act and deed of its 
maker. In business, however, the term 

usually refers to a written instrument to 

convey real property, 7. e., to transfer its 
title from the seller to the buyer. There 
are two ordinary types of deeds, quit-claim 
and warranty. The person who gives a 

quit-claim deed gives up his own claim and 
rights and interest in the property conveyed 

without responsibility as to whether the title 
is perfect or imperfect; he conveys no bet- 
ter title than he himself possesses. On the 
other hand, the person who gives a warranty 
deed guarantees a perfect title, and in case 
subsequent defects appear the purchaser is 
entitled to recover any loss that he may 
thereby sustain. 

Deed of Assignment 
A written instrument which appoints an 

assignee, usually a trust company, to take 
charge of the affairs of an insolvent busi- 
ness, and which prescribes the powers and 
duties of such Assignee (q.v.). 

Deed of Trust 

An indenture or mortgage indenture; a 
written or printed instrument (mortgage) 
in which the title to the therein described 
property is conveyed to a trustee, personal 
or corporate, who holds the property in 
trust for and on behalf of others, usually 
holders of bonds secured by the mortgage. 
It is a contract involving the issuing corpo- 
ration (grantor and mortgagor), the trus- 
tee for the bondholders (mortgagee), and’ 
the bondholders themselves. 
A deed of trust is a comprehensive and’ 

complicated instrument, and describes (1) 
the duties, responsibilities and compensation 
of the trustee; (2) the transfer of the title 
to the mortgaged property to the trustee; 
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(3) the details of the mortgaged property; 
(4) the covenants of the mortgagor to pay 

the principal and interest on the bonds, and 

to maintain the mortgaged property in good 
condition, and (5) the procedure of the 
trustee in case of default. 

Defaced Coins 
Metallic coins which have been mutilated 

‘by clipping, sweating, cutting, punching, or 

“otherwise. Ordinary wear and tear or abra- 

>sion is not defacement. (See Abrasion, 
Mutilated Currency, Sweating.) 

-Defalcation 

‘The fraudulent appropriation or abstrac- 

tion of money or property entrusted to a 
person by reason of his employment, or held 
in trust by such person; Embesslement 

(q. v.). 

Default 

Failure to perform an engagement or to 

meet an obligation, and particularly apply- 
ing to the failure to pay a bond or note at 
maturity or the interest due thereon at the 

stipulated interest date. Default in pay- 
ment of the principal or interest on mort- 

gage bonds, or in setting aside sinking fund 
installments, gives the bondholders right 

‘to institute foreclosure proceedings, and 

wherever default occurs in any corporate 
‘bonds, whether secured or unsecured, the 

right to apply for a receivership. One who 

fails to meet a contractual obligation to pay 

money is a defaulter. (See Repudiation.) 

Defaulted Bonds (Notes) 
See Default. 

Defaulter 

See Default. 

Deferred Annuity 
See Annuity. 

Deferred Availability Items 
A name given to an account appearing in 

‘the weekly Federal Reserve Bank Statement 

‘to indicate the liability offset to “Uncollected 
Items” listed among the assets. Uncollected 

items represent the amount of checks in 
‘process of collection for member and clear- 

ing member banks by the Federal Reserve 

banks, 7. e., checks in transit and in the proc- 
ess of becoming converted into cash. Un- 

-collected items are contingent assets, while 
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the deferred availability items are contingent 
liabilities. (See Federal Reserve Statement, 

Federal Reserve Check Collection System.) 

Deferred Bonds 

Bonds upon which the payment of inter- 

est is postponed until some condition with 

respect to earnings has been fulfilled, or 

upon which the interest periodically increases 

to a maximum rate, after which it remains 
uniform. 

When the payment of the principal of 
bonds is deferred without changing the 

status of its underlying collateral, the issue 
is said to be extended. (See Extended 
Bonds. ) 

Deferred Dividends 

Dividends on stock which are postponed 
until a fixed time has elapsed, or until a cer- 
tain event has occurred. (See Deferred 
Stock. ) 

Deferred Interest 

This term has two meanings: 

(1) Interest, the payment of which is 
postponed. When bonds are sold at a dis- 
count the amount of the discount represents 
what the investing public demands in the | 

way of additional interest over the periodic 
cash or coupon interest to pay for the added 
risk involved in view of prevailing rates. 

While from the standpoint of the investor, 
this represents interest paid in advance, from 
the standpoint of the issuing organization it 
represents deferred interest. For instance, 

if an issue of $100,000 of bonds is sold at 
5 per cent. discount, the issuing organization 

receives only $95,000. At maturity, however, 
the issuing organization must pay the bond- 
holders $100,000. The difference, or $5,000, 
represents a deferred interest or additional 

borrowing cost, which must be accumulated 
evenly over the life of the bonds. (See 
Amortization. ) 

(2) The delay in crediting out-of-town 
(transit) checks deposited by customers hav- 
ing accounts with interest-bearing balances 

for interest purposes for the number of days 
required to collect them. (See Interest 
Balance. ) 

Deferred Payments 
Payments to be made in the future. All 

credit transactions. and time credit instru- 
ments involve deferred payments, e. g., bonds 
and notes. One of the functions of money 

is to serve as a standard of deferred pay- 
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ments, and as such should possess stability 
of value. (See Money.) 

Deferred Shares 

See Deferred Stock. 

Deferred Stock 
Stock, dividends on which are not payable 

until the expiration of a fixed time, or until 

some certain event has occurred. In Eng- 
land deferred stock ranks behind ordinary 
stock (the English equivalent for the Amer- 

ican common stock), and occupies the same 
position with regard to ordinary stock as the 
latter to preference stock. Founders’ Shares 
(q. v.) is a special type of deferred stock. 

Deficient Reserves 

See Reserve, Taxes. 

Deficit 

Excess of liabilities over assets; the re- 
verse of capital or net worth. The term is 
sometimes improperly used as synonymous 
with “loss” which means an excess of ex- 
pense over income during a period of time. 
Deficit should be reserved to refer to a 
condition at a fixed moment of time. 

Definitive Bond (Certificate) 
A permanent engraved bond (or certifi- 

cate) given in exchange for a temporary 

or interim receipt or certificate. On ac- 
count of the time required to prepare en- 
graved bonds, it is often necessary when 
bonds are marketed to issue temporary re- 
ceipts or certificates. Temporary certificates 
are then exchangeable for permanent en- 
graved bonds when issued and ready for 
delivery. (See Interim Certificates. ) 

Deflation 
The opposite of inflation. A period or 

phase of the business cycle characterized by 
emergency liquidation, abnormal falling 

prices of securities and representative staple 
commodities, contraction of bank loans, and 

decrease in bank clearings, bank deposits, 

volume of currency, production and employ- 

ment. (See Business Cycle.) 

Defunct Company 
One that has ceased to exist; a dissolved 

company. 

Deliveries 

Deliveries of securities purchased upon the 
New York Stock Exchange must be made 
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in accordance with the rules of the ex- 

change. These vary according to the 

method of trading. If securities are pur- 
chased “for cash” they must be delivered not 

later than 2.15 P. M. of the same day, or 
11.30 A. M., if a half-holiday. If purchased 
in the regular way, deliveries must be made 

before 2.15 P. M. on the following business 
day, no deliveries being made on Saturday. 

In case of failure to make delivery, the pur- 

chaser’s broker may buy the undelivered 

securities Under the Rule (q.v.). On the 

other hand, if delivery is not made in ac- 

cordance with the rules, e. g., after hours, 

the purchaser’s broker may refuse to accept 
until the following day and the seller can- 

not claim interest for the extended time. 

(See Good Delivery, Methods of Trading, 
Stock Transfers. ) 

Delivery Day 
In trading in commodity futures, the de- 

livery day is usually considered to be the 
first trading or business day of the month 

in which the future contract matures. Ordi- 
narily, however, the exchange authorities 
determine and publish the dates for each 
month’s deliveries. For instance, the dates 
for December deliveries may begin Novem- 
ber 29th and last until December 15th, 
thereby permitting the purchaser to call for 
delivery of December’s contracts at any time 
within that period. In the case of sellers’ 
options, delivery may be made on any busi- 

ness day of the month for which the sale 
was made. 

Demand Bills 

Sight or presentation bills. (See Bill of 
Exchange. ) 

Demand Certificate of Deposit 
See Certificate of Deposit. 

Demand Deposits 
Demand deposits are defined by the Fed- 

eral Reserve Board and by the banking laws 

of the various states to be those payable 
within 30 days. Demand deposits are those 
subject to check and which may be with- 
drawn by the depositor immediately and 
without notice of intended withdrawal. The 
great body of demand deposits are commer- 
cial deposits and are held by commercial 

banks. (See Deposits. ) 

Demand Draft 

See Draft. 
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Demand Loan 

See Call Loan. 

Demand Sterling 
Sight bills of exchange drawn in pounds 

principally on banks in London, but also on 
banks at other points in England. (See 

Sterling, Sterling Exchange.) 

Demonetization 
To take away from a metal the power 

of acting as monetary standard, 7. e., to strip 
it of free coinage and full legal tender 

powers; to relegate a coin serving as stand- 

ard money to serve as token money. In the 

United States silver was demonetized by the 
Act of 1873, known as the Crime of 1873 
(q. v.), @. @., its quality as standard money 

was discontinued and although it retained 

its full legal tender qualities, it was not 

freely coined. After 1873 silver was coined 
on government account in large quantities 

under the Bland Allison Act (q. v.) and the 
Sherman Silver-Purchase Act (q. v.), both 

of which were subsequently repealed. While 
the Act of 1873 practically demonetized sil- 
ver, the Gold Standard Act of 1900 (q. v.) 
definitely and formally demonetized silver by 
reducing the silver dollar to the position of 
token money and making gold the standard 

money. (See Standard Money.) 

Demonstration 

A sharp advance or sudden display of ac- 
tivity in a stock or group of stocks, usually 
factitious and conducted by some individual, 
clique or pool for the purpose of attracting 
speculative attention. 

Demonstrative Legacy 
See Legacy. 

Demurrage 
Literally a charge for delaying. A 

charge made for the loss of time in detain- 
ing or stopping a freight car on a side track, 
or a vessel at a pier for loading or unloading 
beyond the specified period permitted by the 
carrier. 

Denomination 

The face value of a bond, note, coupon, 
coin, paper money, etc. When applied to 
stocks, it denotes the number of shares per 
certificate. Bonds usually bear $1,000 de- 
nominations, although they frequently occur 
in denominations of $500 and $100. Govern- 

ment bonds are sometimes issued in larger 
denominations, ec. g., $10,000, and as high 

as $50,000. The denominations of coupons 
vary according to the interest rate of the 
relative bonds and the interest period. 

The denomination of stock certificates is 
usually 100 shares. When issued in smaller 

amounts they are known as fractional cer- 
tificates. The denominations of the various 
kinds of metallic and paper money are in- 

dicated under United States Money (q.v.). 

Denominational Portraits 

The portraits which appear upon each de- 
nomination of the various kinds of United 
States paper money. Each kind of paper 
money carries a series of portraits, by ref- 
erence to which raised bills may be readily 
detected. Paying tellers, receiving tellers, 
money clerks and others, whose duty it is 
to guard against accepting raised bills, should 
have a thorough knowledge of denomina- 
tional portraits, a schedule of which in chart 
form is presented on the page following. 
At the present time the Treasury Depart- 

ment has under consideration the revision 
and improvement of paper currency designs. 

The purpose in view is to insure the highest 

possible degree of protection against note- 
raising and to secure economy in printing. 
It is expected that the Secretary of the 
Treasury will ultimately prescribe that 
future reissues of all kinds of United States 
paper money bear the same denominational 
portraits which now appear on Federal Re- 
serve notes and Federal Reserve bank 
notes. It is to be presumed that changes 
will be made gradually and in the course of 
regular business and that no attempt will be 
made to discontinue old issues until their re- 
placement becomes necessary by being sent 
to Washington for reissue when they have 
become unfit for circulation. 

When this regulation becomes effective the 
portraits of Washington will appear upon 
all $1 bills, Jefferson on $2, Lincoln on $5, 
Jackson on $10, Cleveland on $20, Grant on 
$50, Franklin on $100, Marshall on $500, 
Hamilton on $1,000, Madison on $5,000 and 
Chase on $10,000... Such a standardization 
of portraits will certainly be a boon to pay- 
ing tellers and money clerks, by making the 
process of detecting raised notes relatively 
simple. 

Depletion 
The tendency to exhaustion of the assets 

of an extractive industry, e. g., mining, quar- 
rying, oil, forestry. As coal or ore is taken 
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out of a mine or oil is taken out of a well, 

the supply is reduced and progressively ap- 

proaches the exhaustion point. Oftentimes 
a charge is made on the books of extractive 
industries to provide for depletion of its as- 

sets so that when the exhaustion point is 
reached there will be funds on hand suff- 

are not made, should regard dividends upon 
their stock as a return, not only on invest- 

ment but also as a partial return of invest- 
ment. (See Wasting Assets.) 

Deposit 
See Deposits. 

Lei 0lh- 
Matson. 

/00 

/00 

Swver | Gold Aes ey, igh 
AS tales | reserve| Reserve 

ee a4 Canllpil No fe .\ ote \Bonk Note Ua Male 

VUELTA ; : Harti SOn 

Ee | — |e cit eneo re 

Donel \,. ; je 

Ldwéatd Franklin JSoh/ fet | erane (El 
Wonroe\ Benton Lincola\ franklin\ Hanklin 

fees AM MdIS- Yohn | Sohn 

Salmon 

Notional 
LankNole 

Sohn Say 

Aliox 

DENOMINATIONAL PorTRAITS APPEARING ON Eacu KIND 

OF UNITED STATES PAPER MONEY 

cient to pay the stockholders or owners in 
full. This involves an estimate of ore (or 
oil) reserves upon which even leading geolo- 
gists and mining engineers often go astray. 
Because of the difficulty in estimating these 
reserves, some businesses make no attempt 

to provide for depletion, and accordingly no 

depletion charges are made. Investors or 

speculators in mining, oil and coal securities 
should determine whether accounting provi- 

sion for depletion has been provided. Hold- 
ers of such stock, in case depletion charges 

Depositary 
A term with the same meaning as and 

used interchangeably with Depository (q. v.). 

Deposit Banking 
That part of commercial banking which 

embraces the receiving of deposits, paying 
them out by check, collecting checks on other 
banks, etc. 

Deposit Book 
Same as Pass Book (q.v.). 
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Deposit Currency 
Checks and other credit instruments de- 

posited with a bank as the equivalent of 

cash. Deposit currency is a term used to de- 

scribe the character and composition of the 

major proportion of a bank’s deposits, which 

consist of checks, money orders, drafts, 

matured acceptances, matured coupons, etc., 
rather than actual money. Approximately 

90 per cent. of the business transactions in 

the United States are settled by means of 

deposit currency. It is the only perfectly 

elastic currency automatically expanding and 
contracting with the requirements of busi- 

ness—expanding with business activity and 
high prices, and contracting with inactivity 
and low prices. (See Credit Instruments, 
Elastic Currency.) 

Deposit Interest Rate 
The rate of interest which a bank allows 

upon deposits. For commercial or demand 
deposits the rate varies with lending rates 

and is primarily affected by open market 
rates for commercial paper and bankers ac- 

ceptances, by the Federal Reserve rate of 

rediscount, and secondarily by time and call 

money rates. Interest on time and savings 
deposits is less subject to fluctuation, but 
rarely exceeds 4 per cent. National banks 

usually pay no more than 3 per cent. 

Due to the competition for deposits banks 
strive to offer as high a rate on deposits 
as they can and still make a profit. This 
competition has been so fierce in the past 
that various clearing house associations for 

the purpose of protecting its members have 
limited the amount of interest which its 
member banks may pay. Just how this lim- 
itation is based is best explained by Article 
11, Section 1, of the Constitution of the 

New York Clearing House Association, as 

follows: 
“No member of this association, or bank 

or trust company or others clearing through 

any member, shall agree to pay, or shall 

pay, directly or indirectly, on any credit bal- 
ance payable on demand or within thirty 

days, or certificate of deposit so payable, by 
its terms, issued to or for the account of any 

bank (other than a mutual savings bank lo- 

cated in the Second Federal Reserve Dis- 

trict), trust company or other institution 

conducting a banking business, or private 

banker or bankers, located in the United 

States or Dominion of Canada, interest at 
a rate in excess of one per cent. per annum 

when the then ninety-day discount rate for 
commercial paper at the Federal Reserve 

bank of New York is two per cent. or less, 
and an additional one-fourth of one per cent. 
for every one-half of one per cent. that such 
discount rate of the Federal Reserve bank 
shall exceed two per cent., except: that the 

maximum rate paid or agreed to be paid on 

any such credit balance or certificate of 
deposit shall not in any case be higher than 

three per cent. per annum; nor shall any 

member, or non-member clearing through a 

member, pay or agree to pay on any like 

credit balance of, or like certificate of de- 

posit issued to, any mutual savings bank lo- 
cated in the Second Federal Reserve District 
or any person, persons, co-partnership, cor- 

poration or association, other than those 

specified and included above, interest at a 

higher rate than three per cent. per annum; 

nor on any time deposit, or certificate of de- 
posit payable by its terms later than thirty 
days from the date thereof, at a higher 

rate than three and one-half per cent. per 

annum. The foregoing provisions are not 
intended to apply to the account of, or any 

certificate of deposit issued to, any person 

or persons residing and transacting business 
in any foreign country other than the Do- 

minion of Canada, or to any corporation, as- 
sociation or co-partnership organized and lo- 
cated therein, nor to affect such interest 

rates as are or may be fixed or regulated 

by law.” 

Deposit Liability (Liabilities) 

The aggregate liability of a bank to its 
depositors represented by its combined de- 
mand, time and Government deposits, in- 

cluding certificates of deposit. The deposit 
liabilities of a bank are the largest of all 

liabilities, but should not exceed twelve times 
the combined capital stock, surplus and un- 
divided profits, if the principles of sound 
banking practice are observed. 

Deposit Line 
The average balance to the credit of a 

depositor’s account in a bank over a given 

period; the average balance of deposits. This 

is useful in determining the profitableness of 
an account and in fixing the Line of Credit 
(q.v.). (See Average Loan and Balance 

File, Twenty Per -Cent. Raule:) 

Deposit Loan 
A loan which is created by giving the 

borrower a credit in his deposit account 

against which checks may be drawn as re- 

required. 
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Depositor 
One who has a bank account; one who 

has funds deposited to the credit of his ac- 
count in a bank. (See Deposits.) 

Depository 
A bank which is designated and authorized 

to accept deposits of funds belonging to the 
Federal Government, or other governmental- 
ities (state, county, city, etc.), court funds, 

trust funds, or from other banks which the 

latter are required by law to maintain as 
reserve against deposits. A bank authorized 

to receive Government funds is called a Gov- 
ernment depository; if authorized to receive 
state funds, a state depository; if authorized 
to receive trust funds, a depository for trust 
funds, etc. A bank authorized to receive the 
reserve, or portion thereof, of other banks is 
known as a Reserve Depository (q.v.). 

The Federal Reserve Act confers upon the 
Secretary of the Treasury the right to use 
Federal Reserve banks, or member banks, 
as Government depositories. The twelve Fed- 

eral Reserve banks were appointed to act 
as Government depositories and fiscal agents 
of the Government by the Secretary of the 
Treasury, effective January 1, 1916. The 

operations of the sub-treasuries of the 
United States as a part of the fiscal system 
were required to terminate on June 30, 1921, 
by an Act of Congress. The sub-treasuries 
are now operated as a part of the Federal 
Reserve banks. Member banks may also 
be designated as Government depositories 
and to act as Government fiscal agents, at 
the discretion of the Secretary of the Treas- 
‘ury, and are, to some extent, used in that 
capacity, although the vast majority of 
Government funds are deposited with the 
Federal Reserve banks. Non-member banks 
are not eligible to act as depositories except 
under certain conditions to receive postal 
savings deposits. Banks holding deposits of 
the United States and the lesser govern- 
mentalities are required to pledge certain 
required bonds as security therefor. 

In New York, state banks and trust com- 

panies must be first designated and author- 

ized by the State Comptroller before they 

are eligible to receive court funds. For this 

purpose a surety bond is required. Any 

bank meeting the requirements of the law 

is eligible to receive trust funds, which are 

usually required to be segregated from the 

strictly banking assets. 

Deposit Rate 
See Deposit Interest Rate. 

Deposit Slip 
A slip upon which the details of a deposit 

are listed and which accompanies the deposit 

when handed to the receiving teller. The 

deposit slip is an original entry record. It 

is the posting medium through which the 
amount of the relative deposit is credited to 

the depositor’s account in the bank’s ledger. 

It should be made out by the depositor in 

each instance, and if incorrect, the depositor 

should be required to submit a correct one 

to take its place. It is non-negotiable. If a 

deposit is made without the pass book a 
duplicate deposit slip so stamped may be 
made out at the same time for the conven- 
ience of the depositor. 
A deposit slip “is an original entry in the 

eyes of the law and an important document. 
It is the bank’s record of what the depositor 
offers for deposit. . They often become 
excedingly valuable for reference in case 
differences and. misunderstandings occur as 

to credit dealings with depositors.”* De- 
posit slips should be retained by the bank at 
least until the next statement is reconciled. 
Some banks keep them longer, and _ still 

others, indefinitely. 

Deposits 
Balances due to depositors of a bank; 

funds credited to the accounts of depositors. 
Deposits may be broadly classified into gen- 
eral, specific and special. 

General deposits consist of money or 
Deposit Currency (q.v.). Wherever de- 
posits are of this character the relation 
between the bank and depositor is that of 
debtor and creditor. The bank becomes the 
owner of the deposit. The depositor has a 
claim against the bank for the amount de- 
posited. All deposits are mingled together 
and become indistinguishable. The bank is 
in no wise bound to return the identical de- 
posit of cash, inasmuch as it is not a Bailee 
(q. v.), as it is in the case of special de- 
posits. Should a National bank fail, the gen- 
eral depositor becomes a general creditor 
and shares in the liquidating assets available 
for distribution proportionately with the 
other general creditors. The same provi- 
sions hold good in the case of state banks in 

most jurisdictions, although in a few states 

depositors in state banks have a claim prior 
to other creditors. 

Specific deposits are those made for a spe- 

cific purpose in which the bank acts as bailee, 

*w. H. Kniffin: The Practical Work of a 

Bank, p. 69. 
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e. g., money left to discharge a note, or to 
purchase securities. 

Special deposits consist of property other 
than money, e. g., bonds, stocks, notes, life 
insurance policies and other valuable papers, 
jewelry, silverware, plate, etc., left with a 
bank as custodian for safe-keeping and in 

which title remains with the depositor. Here 
the relationship between the bank and de- 
positor is that of bailee and bailor. Special 
deposits never become the assets of the bank, 

and in case of failure are not applicable to 
the extinguishment of liabilities, but must 
be returned intact to depositors. Special de- 
posits are taken under a contract of bail- 
ment, and many banks not equipped with 

safe deposit vaults, provide custodianship for 

the valuables of their depositors, giving 
them the same care as their own securities, 
but without further liability, either for a 
compensation or gratuitously. (See Cus- 
todianships, Customers’ Securities Depart- 
ment, Safe Deposit Company.) 

Deposits are also classified as Demand 
Deposits (q.v.) and Time Deposits (q.v.) ; 
as Commercial Deposits (q.v.), savings de- 
posits, Government Deposits (q.v.), Postal 
Savings Deposits (q.v.); and as Individual 

Deposits (q. v.) and bank deposits. Individ- 
ual deposits are subdivisible into Alternate 

Deposits (q.v.) and Joint Deposits (q.v.). 
General deposits may be sub-classified as 

shown in the table below: 

Depreciated Currency 
Currency not accepted at its face or par 

value, either because it is not redeemable 

in standard money, or because redemption in 

standard or lawful money is suspended or 
refused. Suspension of redemption of paper 
money may be the inevitable result of the 
depletion of the gold reserves of a country, 

as illustrated by the case of the currencies 
of the belligerent European nations after 
the World War. The depreciation of United 
States notes or “greenbacks” during the 
Civil War and until 1879 was primarily due 
to the suspension of specie payments coupled 
with over-issue. 

Depreciation 
An accounting term to denote the shrink- 

age in value of an asset due to (1) physical 
deterioration or wear and tear: (2) obsoles- 
cence; and (3) sudden decline in market 
price or commercial value. The term also 
refers to an operating charge made to pro- 

vide for the ultimate replacement of an as- 

set at the termination of its service life, or 

to offset its decline in value if it is not to 

be replaced. 

Depression 
A protracted period of business dullness 

when activity is below normal; that phase 
of a business cycle which follows a crisis 

Kind of Deposit Evidence of Receipt 

Demand deposits, in- Pass Book or 
dividual and bank duplicate deposit 

slip 
Time deposits Pass Book 

Saving deposits Pass Book 

Government deposits, Pass Book or 
etc. duplicate deposit 

slip 

Court Funds Ditto 

Reserve 
Whether Whether Sub- Required for 

Interest-Bearing ject to Check Nat’l Bank 

With or with- Yes 7%, 10%, 
out interest or 13% 

Usually up to No 3% 
3% 
Usually up to No None 
4% 
With or with- Yes None 
out interest (Fully 

Secured) 
Ditto Yes Ditto 

CLASSIFICATION OF GENERAL DEPOSITS 

(See Certificate of Deposit, Deposit In- 

terest Rate, Depository, Deposit Slip, Pass 

Book, Savings Accounts, Signatures, Un- 

claimed Balances. ) 

Deposit Ticket 
Same as Deposit Slip (q.v.). 

and period of emergency liquidation, and 
characterized by a drastic curtailment of 

production, contraction of bank credit, busi- 
ness inactivity, falling or bottom prices and 
efforts to “feel for the bottom” in the price 
movement, widespread unemployment, high 
rate of business failures, general unsettle- 

ment, etc. (See Business Cycle.) 
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Derivative Deposits 
Deposits created out of a loan in which 

no cash or its equivalent, e. g., Deposit Cur- 
yency (q.v.) is deposited. Among commer- 

cial banks deposits are frequently created by 
lending a customer a sum not in money but 

by a credit to his account against which he 
may draw checks as he needs it. 

Development Stage 
A term used to denote the beginning or 

early period in the life of an industry, as 
when its plant is being erected, or prior to 
placing its product on the market. The secu- 
rities of a company in this stage are purely 
speculative since they represent an enterprise 
which is unseasoned and not yet proved to 
‘be a success. 

Development Work 
The initial efforts in establishing a new 

enterprise. (See Development Stage.) 

Devise 
A gift of real property by will. 

Devisee 

A person to whom a gift of real property 
is made by will. 

Devisor 

One who bequeaths real property to an- 
other or others by will. 

Devolution 

The passing of title of real estate by 
hereditary succession. The laws of descent 
.and devolution vary among the states. 

Diary 
A book or other record kept for the pur- 

pose of journalizing the maturity dates of 
notes, bonds, acceptances, or other time: in- 

struments; a tickler or maturity-index. (See 
Tickler. ) 

Digested Securities 
Securities sold to persons who intend to 

‘keep them for the purpose of deriving an 
income; securities purchased outright and in 
the hands of real investors or ultimate 
owners. When first distributed an issue of 
securities is likely to be purchased in part by 
speculators who intend to dispose of their 
holdings at the first favorable market op- 
portunity. This situation tends to bring 

about fluctuating prices. When securities 

are well “digested,” price changes are apt 
to be insignificant and reflect only the trend 
in long-term interest rates. (See Undigested 

Securities. ) 

Dime 

The United States silver 10-cent piece. It 
weighs 38.58 grains and is 0.900 fine. (See 

Subsidiary Silver Coins, Token Money.) 

Dinar 

See Foreign Moneys—Serbia. 

Direct Liability 
A primary liability as distinguished from 

a contingent liability; an absolute and cer- 
tain debt which must be paid on demand or 
at maturity by the principal debtor. A note 
is the direct liability of the maker. 

Direct Obligation 
~ See Obligation. 

Directorate 

Board of Directors. (See Directors. ) 

Director of the Budget 
See Bureau of the Budget. 

Director of the Mint 

See Mint. . 

Directors 

The persons in whom the management of 
a corporation rests. The directors of a bank 
are responsible to its stockholders for suc- 
cessful management and satisfactory profits, 
and to the national or state banking authori- 

ties, depending on whether the bank is or- 
ganized under the national or state banking 
laws, for the conduct of their bank in ac- 
cordance with the banking laws, regulations 
of the Comptroller of the Currency or State 
Banking Department, and sound banking 

principles, on behalf of the depositors and 
general public. 

National bank directors are required to be 
citizens of the United States, and to own at 

least five shares of stock of the bank of 
which they are directors if the capital stock 
is $25,000, and ten shares if it is over that 

amount. Such shares must be owned free 
of debt and may not be hypothecated. Di- 
rectors must take an oath of office to admin- 
ister the affairs of the bank diligently and 
faithfully, and not knowingly to permit vio- 
lations of the law. 

The board of directors of a National bank 
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may not consist of less than five members, 
but the maximum number is not limited. The 

president of the bank and a majority of the 

board of directors must be residents of the 

place where the bank is located. The first 

board of directors is usually named in the 

certificate of organization, but the stock- 
holders elect their successors in accordance 

with the by-laws at their annual meeting. 
Directors’ meetings are required to be held 

at least once a month. At such meetings 

the action of the discount committee in 

granting loans since the last meeting must 

be approved or disapproved. 

The directors as a board appoint the pres- 

ident, vice-president, cashier and other off- 
cers. They define their duties, fix their 
salaries and the amount of their fidelity 
bonds. 

The directors formulate the general poli- 
cies of the bank, and have authority to act 
in the interests: of the bank when not in 
conflict with the banking laws. Regular re- 
ports, including those to the Comptroller of 
the Currency, must be signed by at least 
three directors. They are held responsible 
for the publication of false reports and for 
excess loans. 

A National bank may not make loans to 
directors without the consent of the ma- 

jority of the board. Directors of one bank, 

moreover, may not be directors of another 
bank, except under certain conditions speci- 

fied in the amendments to the Clayton Act 
Ce, 

Directors of state banks and trust com- 

panies have the same general relations to 

their institutions as National bank directors 
to their banks; although the banking laws of 
the states vary somewhat in this respect. In 
New York state the board of directors may 
consist of from five to thirty members if a 
state bank, and from seven to thirty mem- 
.bers if a trust company. 

For election, powers, duties and restric- 
tions imposed upon Federal Reserve bank 
directors, see Federal Reserve Act, Sec. 4, 

22. (See Directors’ Examinations. ) 
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Directors’ Examinations 

Examination of a bank conducted by its 
directors. Directors’ examinations are not 

specifically required by the National Bank 

Act, but are required by the banking laws of 
many of the states for state banks and trust 

companies. These laws usually permit the 
directors to delegate this work to a firm of 
public accountants. The New York state 

banking law requiring directors’ examina- 
tion reads: ; 

“It shall be the duty of the Board of Di- 
rectors of every bank during the months of 

March or April and during the months of 
September or October in each year to ex- 

amine, or cause a committee of at least 
three of its members to examine fully, the 
books, papers and affairs of the bank, and 
the loans and discounts thereof... . Such 

directors shall have power to employ such 
assistance in making such examinations as 
they may deem necessary. When a bank is 
a member of the Federal Reserve System of 
the United States and of the New York 

Clearing House Association, thereby becom- 
ing subject to at least one examination each. 
year by the Federal Reserve Board and by 
the New York Clearing House, respectively,. 
then and on account of such liability to such 
examination, the board of directors of such 

bank may omit the latter of the two exam- 
inations provided for in each year by this 
section.” 

(See Bank Examination.) 

Disagio 
The opposite of Agio (q. v.). A term: 

used chiefly in continental Europe, meaning 
the discount which depreciated: paper cur- 
rency suffers from standard or subsidiary 
coins of like face value; or discount upon a 

coin for loss of weight by abrasion or muti- 
lation. 

Disbursement 

In general, a cash payment or expendi- 

ture. It refers particularly to cash outgo- 
representing expenses rather than outgo rep- 

resenting the purchase of assets. 

Disclaimer 

A renunciation or repudiation. A trans- 
portation company may place in its bill of 
lading a disclaimer clause refusing respon- 
sibility for losses which may arise because- 
the “shipper’s load and count” do not tally 

with actual deliveries made to it. 

Discount 

This term has six meanings: 

(1) Cash Discount (q.v.). 
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(2) Bank Discount. Interest paid in ad- 
vance, or more accurately, interest paid at 
the beginning of a loan based upon the sum 

to be repaid at its maturity. The rate of 
discount charged by a bank is not the same 

as the rate of interest paid by the borrower. 

Interest retained by the lender at the time 

a note, acceptance or bill of exchange is 

discounted and the proceeds given to the 

borrower, and not at maturity. The inter- 

est so taken is called discount, or bank dis- 

cour For illustration, suppose a $10,000 
ote maturing in six months is discounted at 

6 per cent. The discount would be .03 of 
$10,000, which is $300, the proceeds being the 
balance, or $9,700. Although this is the 
commercial and bank method of computing 
discount, it is not mathematically correct, 
inasmuch as the borrower is paying interest 
in advance of the use of the funds, and, 
therefore, pays interest upon interest. True 
discount, explained below, is the accurate 

method of computing interest paid in ad- 
vance. (See Interest.) 

(3) True Discount. This differs from 

bank discount in that interest is computed 

on the proceeds or amount borrowed and 

does not entail the payment of interest upon 

interest. In principle it is the same as de- 
termining the present worth of a sum of 
money due on a future date. In the ex- 
ample used in illustrating bank discount, 
true discount is found first by computing 
the proceeds. This is ascertained by divid- 
ing $10,000 by 1.03 (1 representing the prin- 
cipal and .03 representing the interest on 
$1.00 for six months at 6 per cent.) which 
is $9,700.87. The true discount is the differ- 
ence, or $299.13. From this result it is 

clear that true discount is slightly more 
favorable to the borrower than bank dis- 
count, which, conversely, is more favorable 

to the lender. (See Interest.) 

(4) Discount on Securities. An expres- 
sion used to indicate the amount or per- 
centage which a security sells below par 
value, being the opposite of premium. A 
bond of $1,000 par value, selling at 90, is at 
a 10 per cent. or $100 discount. A stock of 
$25 par value, selling at 24, is at 4 per cent. 
or $1.00 discount. 

To the issuer bond discount represents de- 
ferred interest, because the issuing organiza- 

tion must retire the bonds at par, thereby 

increasing the effective interest rate. The 
discount upon the issue should logically be 

accumulated during the life of the bonds as 
an additional interest charge. This process 
is called accumulation. (See Amortization, 
Deferred Interest. ) 

When stock is sold at discount by the 
issuing corporation, the amount of discount 

becomes in reality a deficit. It is usually 
offset, however, by some fictitious asset, 
e. g., good will. 

(5) Paper money is at a discount when 

it does not circulate at par with the stand- 
ard money or other metallic currency. 
When more than a dollar of paper money 

must be given in order to purchase a dollar 

of standard money, paper money is at a dis- 

count. (See Depreciated Currency.) 
(6) Exchange Discount. (See Domestic 

Exchange, Foreign Exchange.) 

Discount Clerk 

A bank employee responsible for handling 

the clerical routine in the discount depart- 
ment including computations in discounting 
notes, acceptances, etc. He also has charge 

of all records maintained in connection with 

bills discounted, e. g., register, ledger, rate 

book and maturity tickler. 

Discount Corporation 
The name given to a banking corporation 

engaged in the purchase and discount of 
trade and bankers’ acceptances, bills of ex- 
change and other forms of commercial 
paper, etc. These corporations may be or- 

ganized under Federal authority (Edge Act) 
or under various state jurisdictions. Their 
function is to supplement the regular bank- 
ing facilities for discounting trade and 
bankers’ acceptances, especially those arising 
out of export and import transactions. 

Discount corporations in America are of 

recent development. They are more numer- 

ous in England because of the greater volume 
of foreign bills handled in London, the world 
discount and money market. (See Edge 
Act, Edge Corporation, Foreign Banking 

Corporation. ) 

Discount House 
See Discount Corporation. 

Discounting the Market 
Anticipating an event marketwise. Dis- 

counting the market or a particular security 
is giving effect to the expected event before 

it occurs by a rise or decline in prices ac- 
cording to whether the future event is fa- 
vorable or unfavorable. For example, if it 
becomes commonly acknowledged by signs 
of improvement that business activity will 
have greatly increased in the next six 
months, although prosperity is not now 
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actually existent, speculators will anticipate 
the improvement by gradually bidding higher 
prices. Conversely, if business conditions are 

expected to become depressed in the imme- 
diate future the discounting process will 
take place, but in the opposite direction. 
“Coming events cast their shadows before 
them,” and intelligent speculation is based 
upon predicting the future of prices. Not 
all events can be discounted, because not all 

can be foreseen, e. g., a Supreme Court de- 
cision, a sudden declaration of war, an earth- 

quake, labor strikes, etc. 
It is possible both to under-discount and 

over-discount a future event. This is what 
happens in practically every period of boom 
or depression. The momentum of specula- 
tive enthusiasm carries prices beyond the 
values represented by equities and potential 
earning power and the momentum of liqui- 

dation carries prices below these values. 
The stock market is said to “register” or 

“discount” events from three to nine months 
ahead, so that by the time an event has oc- 
curred, the particular security affected or 

the entire market has already reflected the 
changed condition. In this way violent and 
sudden price fluctuations are prevented, or, at 

least, mitigated. 

Discount Ledger 
See Bills Discounted Ledger, Liability 

Ledger. 

Discount Rate 

The rate of interest at which a bank 

discounts notes, acceptances and bills of ex- 

change and which varies according to money 

market conditions, according to the borrower, 
and maturity. The best names (prime 
paper) command a lower rate than other 

names. This term frequently is used synony- 
mously with rediscount rate and bank rate. 

(See Bank Rate, Interest Rate, Rediscount 

Rate. ) 

Discount Register 
See Bills Discounted Register. 

Discretionary Accounts 
Accounts placed with a broker in which 

the selection of securities and the time and 
price of their purchase and sale is left with 

the broker. 

Discretionary Orders 
Authority given to a broker to execute 

purchases and sales of securities at the lat- 

ter’s selection and option as to price, with 
the expectation of yielding a profit, but at 
the risk of the customer. Most stock ex- 
change brokers refuse to accept discretion- 
ary orders. 

Dishonor 

Failure or refusal by the maker of a note, 
or acceptor of a bill of exchange, to pay the 

instrument at maturity; also the refusal of 
a drawee bank to pay its customer’s check. 
This is called dishonor for non-payment. 

Failure or refusal to accept a time bill of 

exchange constitutes dishonor for non- 

acceptance. 
“An instrument is dishonored by non- 

payment when: (1) it is duly presented for 
payment and payment is refused or cannot 

be obtained; or (2) presentment is excused 
and the instrument is overdue and unpaid.” 
(Negotiable Instruments Act, Art. 7, Sec. 
143.) When a bill of exchange is dis- 
honored for non-acceptance the maker 
should be notified. When an instrument is 

dishonored for non-payment notice should 
be sent to the drawee and indorsers against 

whom recourse accrues to the holder through 
protest proceedings. (See Notarial Protest 
Certificate. ) 
A bank will dishonor a check under the 

following conditions: (1) when the drawer 
has issued a stop payment order; (2) when 

there is some irregularity or informality, 

e. g., insufficient funds, post-dated, etc. (See 
Irregularities) ; (3) upon receipt of a gar- 
nishee order; (4) upon notice of the 

drawer’s death; and (5) upon notice of 
bankruptcy of the drawer, in which case the 

funds are held for the trustee or awaiting 
court order. 

Dissolution 
The winding up or termination of a busi- 

ness through the sale of its assets and dis- 

charge of its liabilities, first to the prefer- 
ential creditors (employees for wages and 
Government for taxes), second to the secured 

creditors, third to the unsecured or general 

creditors, and lastly to the owners. 

Distributing Syndicate — 
See Syndicate. 

Distribution of Risk 
A well-known investment principle popu- 

larly expressed in the maxim, “Don’t put all 

your eggs in one basket.” The principle 
usually applied by conservative investors and 
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speculators, and enforced upon the banks by 
the banking laws, implies the spreading of 

investment funds over a number of media, 

‘instead of a single medium. As an illus- 

tration of diversification in investment hold- 
ings, a fund of $100,000 might be divided 

in the following proportions as between dif- 
ferent classes of investments: Real estate, 
$20,000; first mortgage real estate bonds, 

$10,000; Government bonds, $10,000; rail- 
road bonds, $10,000; public utility bonds, 
$10,000; industrial bonds, $10,000; preferred 
stocks, $10,000; carefully selected common 

stocks, $10,000, and in own business $10,000. 
The theory of diversifying investment media 

is to reduce the risk of loss to as near the 
vanishing point as possible without at the 
same time unduly sacrificing income. One in- 
vestment medium may prove unprofitable, 

but it is unlikely that disaster will befall all 
of them, but if so, then certainly not in the 

same degree. 

Distribution of risk does not preclude 
specialization in one class of investment 
media provided diversification in a single 
class is obtained. One who decides to invest 
exclusively in bonds should not purchase 
railroad bonds only, and certainly not the 
bonds of a single railroad. If bonds are to 
be the investor’s specialty, purchases should 

be distributed among Government, munici- 
pal, railroad, public utility and industrial 

issues. One may, however, specialize in 
railroad bonds and still secure a distribu- 
tion of risk, although to a less degree, by 
purchasing bonds of different railroad com- 
panies. Neither does the principle preclude 
the selection of the highest-grade invest- 
ments in each class of investment media; it 

simply demands that the investment be spread 
among several particular possibilities in a 
given class. Diversification is less important 
as a safeguard against loss in the high- 

grade investments. 
A practical application of the use of this 

principle is exemplified in the case of bank 
loans and investments. National banks are 
not permitted to lend more than 10 per cent. 
of their combined capital and surplus to one 
borrower (with certain exceptions). Good 
management requires, moreover, that a bank 

extend loans not only to a large number of 
businesses and persons but also to borrowers 
who represent a high diversity of business 
types. Savings banks are permitted to in- 
vest only a part of their deposits in various 
classes of bonds and mortgage loans. One 
of the functions of bank examinations is to 
see that the legal restrictions giving effect 
to the principle of distribution of risk are 

not violated, to the end that the depositors’ 
interests may be fully protected. 

Distribution of Securities 

See Bond Marketing? Distribution, Period 

of. 

Distribution, Period of 
The last phases of a speculative cycle 

which may be divided into three 

which occur in rotation, viz., accumulation, 
advance, distribution. Distribution is the 

period which follows the great advance in 
security prices and in which experienced 
speculators and large interests anticipating 

conditions in advance and knowing that pros- 
perity must again give way to depression, 

close out their holdings while prices are still 
high, and before the speculative crisis which 
marks the beginning of a period of liquida- 

tion takes place. (See Speculative Cycle.) 

phases 

District Offices 

Branches or branch offices of a bank. 

Diversification 

See Distribution of Risk. 

Dividend 

The proportion of the net earnings of a 
corporation distributed to stockholders rep- 
resenting their profits in the enterprise. Div- 
idend disbursements are based upon a per- 
centage of the par value of the stock, or in 
case of stock of no par value, a certain 
sum per share. Dividends are usually de- 
clared at regular intervals, ¢. g., monthly, 
quarterly, semi-annually, or annually, but 

usually quarterly. Dividends do not become 

payable until declared by the board of di- 
rectors. At the time of declaration this body 

also sets a date for the closing of the trans- 
fer books and the date of the disbursement. 
(See Books Close, Stockholders of Record.) 

Dividend disbursements are of three kinds, 
as follows: (1) cash, regular and extra; 
(2) scrip, interest bearing and non-interest 
bearing, and (3) stock. 

Ordinarily, dividends are paid in cash, but 
sometimes when earnings have been above 

normal, an extra cash dividend is declared 

over and above the regular dividend and is 

so designated. It is a principle of good cor- 
porate finance that regular dividends should 
be paid at a rate that presumably can be 

maintained and that when profits are above 

normal, extra dividends may be declared, 

but specified as such. 
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Scrip dividends are those paid in the com- 
pany’s promises to pay, instead of cash. They 

are paid when either current or past earn- 
ings are sufficient to permit cash dividends, 

but the company destres temporarily to con- 
serve its holdings of cash. Scrip dividends 
may bear a definite maturity date or the 
disbursement date may be left to the dis- 
cretion of the board of directors. Such 
dividends may be interest bearing or non- 
interest bearing. 

A Stock Dividend (q.v.) is a dividend 
payable in the company’s own stock. 

Dividends may also be paid in commodi- 
ties. In many instances, corporations have 
distributed holdings of Liberty bonds by pay- 
ing them out as dividends. 

Besides dividends representing disburse- 
ments of profits, there are dividends repre- 
senting the liquidation of the assets of a 
business upon dissolution. Such a dividend 

is called a liquidating dividend. 
Considerable conflict of opinion has oc- 

curred among courts and accountants as to 

what constitutes profits for dividend pur- 
poses. It is well understood, of course, that 
dividends must not be paid out of capital, 
but only out of profits, whether earned cur- 
rently or in a past accounting period, but 
the questions, whether money can be bor- 

rowed to pay dividends, provided the divi- 
dends have been earned, and whether divi- 

dends should be paid out of the proceeds 

of the sale of fixed assets when the business 
continues as a going concern, have given 

rise to conflicting court decisions. 
A National bank cannot disburse its entire 

earnings as dividends until its surplus 
amounts to 20 per cent. of its capital stock. 
Until this amount has been reached, one- 

tenth of its net profits at each accounting 

period must be carried to the surplus ac- 
count. The surplus account must be main- 
tained at 20 per cent. of the capital and is 

not available for dividends. The surplus ac- 
count in excess of 20 per cent. for the cap- 
ital, while legally available for dividends, in 
practice, is rarely, if ever, invaded. 

For guaranteed dividends see Guaranteed 
Stock. (See Stock Dividend. ) 

Dividend Bonds 
See Participating Bonds. 

Dividend Forecast Chart 

A chart prepared by the statistical depart- 

ment of a brokerage house which shows the 

past and present earnings and dividend rates, 

and the probable future dividend rates based 

upon current business conditions for a se- 
lected group of representative stocks; a 
chart showing prospective dividends for 
leading companies. 

Dividend in Liquidation 
See Dividend. 

Dividend Payers 
A stock market expression used to indicate 

corporations the stocks of which pay divi- 
dends. 

Dividend Warrant 

An order to pay a dividend to a stock- 
holder. 

Divisional Bonds 

Bonds which are the obligation of a divi- 
sion of a railroad as distinguished from the 

rest of the system. In a loose sense, divi- 
sional bonds are branch line bonds. The 
most usual interpretation of a divisional 
bond is that it is one secured by a mortgage 

on the property constituting a certain divi- 
sion of a railroad as distinguished from 

property of the entire system. Divisional 
bonds may originally have been obligations 
of a separate railroad, but since taken over 
and assumed by another. Ordinarily it is to 
be understood that divisional bonds are issued 
by a railroad corporation with a mortgage 

on a certain division of its property as 
security. 

Division of Issue 

See Division of Redemption. 

Division of Redemption 
The Divisions of Issue and Redemption 

are establishments under the jurisdiction of 
the Treasurer of the United States. These 
divisions of the Treasury Department con- 
trol the records and accounts relating to 

the issue and redemption of United States 
notes, gold certificates, silver certificates and 

currency certificates. The records and ac- 

counts relating to the reserve fund for the 
redemption of United States notes and 
treasury notes, the gold coin held against 

outstanding gold certificates, the United 

States notes held against outstanding cur- 

rency certificates, and silver dollars held 
against outstanding silver certificates, and 

each of the funds represented by these ac- 

counts are used for the redemption of the 

notes and certificates for which they are re- 

spectively pledged. (See Treasury Depart- 
ment. ) 
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Dock Receipt 
A receipt given by a steamship company 

to the shipper or shipper’s agent when goods 

are delivered on the steamship pier for 
transportation abroad. It is an interim docu- 
ment, an ocean bill of lading issued before 
shipment, being given in exchange therefor. 

Documentary Acceptance Bills 
See Documents against Acceptance. 

Documentary Bills. 
Bills of exchange having shipping or 

other documents attached, e. g., bill of lading, 
invoice, insurance certificate, securities, insur- 
ance policies, bonds and coupons, or other 
documents having intrinsic value. Docu- 

mentary bills give prima facie evidence of 
the transfer of values and therefore of their 
self-liquidating nature. Where _ shipping 
documents are attached there is prima facie 
evidence that the bill has arisen out of a 
commercial transaction. Documentary bills 
are secured, provided the indorsement on the 
accompanying documents passes title to the 
purchasing bank, and by the liability of the 
drawer until the bill is accepted or paid by 
the drawee. (See Bill of Exchange, For- 
eign Bills of Exchange.) 

Documentary Commercial Bills 
Bills of exchange arising out of commer- 

cial transactions and supported by bills of 
lading and relative papers. (See Bill of Ex- 
change, Documentary Bills.) 

Documentary Payment Bills 
See Documents against Payment. 

Documents 

A general term to denote the relative 
papers or documents which may accompany 

a foreign bill of exchange arising out of 
commercial transactions, and include ocean 
or through bill of lading, marine insurance 
certificate, seller’s invoice, etc. Sometimes 
the following documents also accompany 

bills of exchange: consular invoice, certifi- 
cate of analysis, certificate of origin, certifi- 
cate of inspection, and warehouse receipt. In 
the strict sense documents are those instru- 
ments which convey title to the goods which 
secure the bill of exchange. 

Documents Against Acceptance 
A term which refers to domestic or for- 

eign bills of exchange drawn “D/A,” which 

is a notification that the supporting docu- 

ments are not to be released to the drawee 
until the bill has been accepted. Such bills 

are known as documentary acceptance bills. 

Documents Against Payment 
A term which refers to domestic or for- 

eign bills of exchange drawn “D/P,” which 
is a notification that the supporting docu- 
ments are not to be released to the drawee 
until the bill has been paid. Such bills are 
known as documentary payment bills. 

Dollar 

The monetary unit of the United States 
and also a few other countries including 
British Honduras (dollar), Panama (bal- 
boa), Liberia (dollar), Nicaragua (cor- 
dova), Columbia (dollar), and Canada, ex- 
cept Newfoundland (dollar). 

Although the Monetary Unit (q. v.) and 
Standard of Value (q. v.) in the United 
States the gold dollar is no longer coined. 
Gold coinage is restricted to the eagle ($10), 
double-eagle ($20), and half-eagle ($5). 
The gold dollar contains 25.8 grains of 
standard gold (0.900 fine), consisting of 23.22 : 
grains of pure gold and 2.58 grains of 
copper alloy. 

The silver dollar coined only on Govern- 
ment account contains 412% grains of stand- 
ard silver (0.900 fine), consisting of 371% 
grains of pure silver and 41.25 grains of 
copper alloy. (See Money of Account, Sil- 
ver Dollar, Standard Money, Trade Dollar, 
United States Money.) 

Dollar Acceptances 
See Dollar Exchange. 

Dollar Bills of Exchange 
See Dollar Exchange. 

Dollar Credits 

Letters of credit providing for drafts to 
be drawn in dollars. (See Dollar Exchange, 

Letters of Credit, Limitations on Acceptance 
Credits. ) 

Dollar Exchange 
Acceptances and bills of exchange drawn 

in a foreign country and payable in the 

United States or another country in dollars, 
or drawn in the United States and payable 
in a foreign country in dollars. Acceptances 
for the creation of dollar exchange by mem- 
bers of the Federal Reserve System are not 
permitted without special permission of the 
Federal Reserve Board. (See Limitations 

on Acceptance Credits. ) 
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Dollar Foreign Bonds 
Bonds issued by foreign governments or 

corporations in foreign countries payable in 

dollars in the United States. (See External 

Bonds. ) 

Dollar Stabilization 

See Stabilized Dollar. 

Domestic Acceptance 
An acceptance in which both drawer and 

drawee are located in the United States, 

and, therefore, payable in this country. (See 

Acceptance, Limitation on Acceptance 

Credits. ) 

Domestic Bills 

Bills of exchange in which both drawer 

and drawee are located in the United States, 

and, therefore, payable in this country. (See 
Bill of Exchange, Draft.) 

Domestic Exchange 
Inland exchange; checks, drafts (bank and 

commercial), and acceptances drawn in one 

place and payable in another within the 
United States, as distinguished from checks, 

‘bills of exchange, bank drafts, and accept- 
ances drawn in this country and payable 

abroad which are known as Foreign Evx- 
change (q. v.). 

“Bills, drafts, etc., arising in domestic 

‘clearings, payable in any place, are some- 

times spoken of as the ‘exchange’ of that 

place, although in practice ‘exchange’ is 

pretty generally limited to bank drafts. A 
draft on a new York bank is thus ‘New York 
exchange,’ on a Chicago bank it would be 

“Chicago exchange’, and so on. In the main, 
however, the term ‘exchange’ is confined to 

drafts on the large centers.”’* 
Formerly, before the introduction of Par 

Clearances (q. v.) inaugurated by the Fed- 
eral Reserve banks in 1916, the value of ex- 
change on the various central points in the 
United States fluctuated in accordance with 
supply and demand. For example, New 
York exchange would be quoted in Chicago 

or San Francisco above or below par in ac- 

cordance with the relation existing between 
the supply of and demand for New York 

funds in those centers. If the supply of 

New York funds held as balances in New 
York banks by Chicago banks was excessive 

and tending’ to increase faster than the de- 
‘mand for such funds, then the exchange 

rate on New York would be quoted at a 

discount; if demand was relatively heavier 

* FE, E. Agger: Organized Banking, p. 120. 
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than supply, however, New York exchange 

would command a premium. As in the case 

of foreign exchange, the limits of fluctua- 
tion in exchange rates were fixed by the 

cost of shipping currency. 
Under the Federal Reserve inter-district 

check collection system, fully 95 per cent. of 
the banks of the United States have acceded 

to the plan of accepting and remitting for 

checks drawn upon themselves and passed 

through the Federal Reserve Check Collec- 

tion System (q. v.) at par. All members 

of the Federal Reserve System are required 

to accept their own checks at par, and any 

other bank may use the facilities of the Fed- 
eral Reserve check collection system if it 
signifies its willingness to do the same, there- 

-by becoming a Clearing Member (q. v.). 
Member banks are no longer obliged to 

be put to any expense in shipping currency 
from one point to another in order to cre- 
ate a supply of exchange against which they 
may sell their drafts. Federal Reserve 

banks are always prepared to transfer funds 

for the account of member banks from 

one part of the country to another without 
cost. These transfers are manipulated with- 

out actual currency shipments by means of 
book credits, debit and credit balances among 

the Federal Reserve banks being settled 
daily through the operation of the Gold Set- 
tlement Fund (q. v.). 

Furthermore, if any bank (whether a 
member or clearing member) wishes to re- 
mit currency to another point in payment of 
its own checks presented through the Fed- 
eral Reserve check collection system, it may 
do so and the Federal Reserve bank will pay 
all transportation charges. Thus the ideal 

of the Federal Reserve check collection sys- 
tem now employed in the transmission of 

funds from one part of the country to an- 
other is to effect a materialization of par 

currencies, 7. ¢., an elimination of exchange 

rates without loss to the maker or indorser 

of a check, draft, or acceptance. 

The elimination of exchange rates in the 

sense in which it is employed above, is far 
different, of course, from making a charge 

for receiving for deposit and credit a check 
or draft drawn upon a bank located at an 
out-of-town point. Bank A in New York, 
which receives for deposit a check drawn 

on Bank B in San Francisco, does not re- 
ceive the proceeds of that check for 5 days, 
since it takes 5 days to collect it. Bank A 
charges its customer for this delay, because 

if the account is interest-bearing, it is en- 

titled to receive interest from the day of 
deposit. Such a charge is not an exchange 
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charge at all. It is rather an interest or 
discount charge. The check which Bank A 

has received is exactly similar to a note 
due in five days. Just as one would not ex- 

pect to have a note not due for five days 
accepted at par, so one should not expect 
to have a check not due for five days accept- 
ed at par. Such a charge is therefore justifi- 
able, and is not only permitted by the Fed- 
eral Reserve banks, but is made compulsory 
by the New York Clearing House Associa- 
tion through its schedule of rates, designed 
to prevent loss to New York clearing house 
banks by standardizing rates and preventing 

competition for deposits from country banks. 
The discount charge, commonly but im- 

‘properly called exchange, made by banks in 

receiving out-of-town items for deposit de- 
pends upon three factors: 

1. The kind of item being collected, a 

preferential rate being accorded bank- 

ers’ acceptances, but a higher than the 

base rate being charged for “collection” 

items. 

Whether the bank on which the item 

is drawn is located in a Federal Re- 

serve city (or Federal Reserve branch 

city). Items drawn on these points 

enjoy a preferential rate because of the 

special collecting facilities of the Fed- 

eral Reserve System. With New York 

City taken as a base, this difference is 

shown as follows: 

to 

On ¥ederal Reserve 
Cities or Branch All Other 

Points Cities Cities 

1 day Par Par 

2 days 1/40 Par and 1/40 

4 days 1/20 1/20 and 1/10 

5 days 1/20 1/10 

Std ce re ere 1/10 

3. The mail time between the point of de- 

posit and the point upon which the 

item its drawn. This interval is im- 

portant because it determines the ap- 

proximate time taken for collection and 

the amount of interest lost while the 

item is in transit. (The mail time is 

in turn determined approximately by 

the geographical distance. ) 

(See Par List, Par Points.) 

Domestic Travelers’ Letter of Credit 

See Traveler’s Letter of Credit. 

Domicile 

Literally, residence or home. It has ac- 
quired a technical meaning in commerce, es- 

pecially in connection with bills of exchange 
which are said to be domiciled at the place 
where they are payable. 

In trust business domicile means residence. 

When a woman marries she loses her former 
domicile and acquires that of her husband. 

The domicile of a minor is that of the 
father. 

Donated Stock 

Stock which has been given back to a cor- 
poration by its promoters or stockholders, 
representing a part of their holdings, espe- 
cially when the stock has been issued in pay- 
ment of property. The purpose of donated 
stock is to enable a corporation to raise cash 
for working capital purposes through its 
sale. If such stock was originally issued for 
full value in property, it is fully-paid, and, 
therefore, non-assessable. 

Donor 

A giver; a person who creates a volun- 

tary trust, also known as settler, grantor, and 

trustor. (See Trusts.) 

Dormant Accounts 

Bank or brokerage accounts showing 

little or no activity, presumably with small 
and without increasing balances. 

Double Bottom 

See Bottom. 

Double Eagle 
The United States $20 gold piece. It 

weighs 516 grains and is 0.900 fine. (See 
Gold Coins, United States Money.) 

Double Liability 
A term used with reference to corpora- 

tions the stockholders of which can legally 

be held individually responsible, equally and 
ratably for its obligations to an amount 

equal to the face value of their shares in 

addition to their present holdings. The 
stockholders of such a corporation are sub- 
ject to lose not only their original invest- 

ment, but, in addition, an amount equal to the 

par value of their stock. The National 

banking laws provide for double liability in 
the case of all National banks except the 
National Bank of Commerce, New York 

City, which had at the time of the National 
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Bank Act a paid-in capital of over five 
million dollars, which exempted it from the 
double liability provisions. Banks organized 
under most of the state banking laws are 
also subject to double liability. 

Double Name Paper 
See Two-Name Paper. 

Double Standard 

See Bimetallism. 

Drachma 

See Foreign Moneys—Greece. 

Draft 

A written order drawn by one party (the 
drawer) ordering a second party (the 
drawee) to pay a sum of money to a third 

party (the payee). Oftentimes the drawer 
-and payee are the same party, the draft 
being made payable to “Ourselves”. In 
reality, a draft is a bill of exchange, except 

that in this country the term draft is cus- 

tomarily used in domestic transactions, 
whereas, both terms, draft and bill of ex- 

change are used in foreign transactions. A 
draft may be made non-negotiable, but a bill 
of exchange cannot. Drafts have all the 

chief characteristics of bills of exchange. 
Drafts are of three kinds: (1) sight, de- 

mand or presentation drafts, payable imme- 

diately at sight, or on demand or presenta- 

tion; (2) arrival drafts—a modification of 

a sight draft—payable upon the arrival of 
goods at the destination of the drawee and 

for which the draft has been drawn in pay- 
ment; (3) time drafts—payable at a fixed 

date, or a certain number of days after date 

(the latter sometimes being called “days 

aiter date” drafts). 
A time draft payable 30 days after sight 

must be presented for acceptance, and at 

maturity for payment. A 30-day sight draft 

is payable 30 days after Acceptance (q.v-) 
by the drawee, when it becomes an accept- 
ance or note. Upon acceptance the drawee 

becomes the acceptor and principal debtor, 

and is bound to pay the draft at maturity. 
The bank at which a draft is payable should 
be indicated on the face of the instrument 
by the acceptor. 

Drafts usually arise out of commercial 
transactions in which the buyer and seller 

are located at different points. A draft 
differs from a check in that it may be a 

time instrument drawn on an_ individual, 
firm, corporation or bank, and the initiative 

for payment of the goods is taken by the 
seller and not the buyer. Usually previous 

arrangements have been made between the 
buyer and the seller which permit the seller 
to draw drafts against the buyer in settle- 
ment of all transactions between them. Gen- 
erally a shipper (seller) sends the draft 

drawn against the drawee (buyer) to its 
bank to make a presentation and collection 

with shipping documents attached. The 
shipper’s bank then forwards the draft with 

documents to its correspondents in the city 
to which the goods are destined. Instruc- 

tions are given to the collecting bank to 
surrender the bill of lading either upon ac- 
ceptance or payment of the draft, the docu- 

ments being referred to as “documents 

against acceptance,” or “documents against 

payment,” respectively. 

Some drafts do not arise out of commer- 

cial transactions, but to secure payment for 
securities sent from one place to another, 
the draft being sent to a bank for collection 
with instructions to release the securities 
only upon payment. Other drafts, without 
documents attached, merely operate as 
“duns” or demands for payment of bills past 
due.” (Seé)Arrival Dratt, (billeari ex 
change, Foreign Bills of Exchange, Trade 

Acceptance. ) 

Drawee 
The party, whether an individual, firm, 

corporation or bank, against which a check 

or draft is drawn and from which payment 

is expected. 

Drawer 

A party, whether an individual, firm, cor- 
poration or bank, which draws, 7. ¢., makes, 
a check, draft, or bill of exchange. The 

drawer is also known as the maker. In the 
case of a check the drawer is a debtor, and 

therefore, the payer, while in the case of a 
draft and bill of exchange the drawer is the 

creditor, and also very often the payee. 

Drawn Bonds 
Bonds which have been called for re- 

demption by lot. (See Called Bonds.) 

Drive 

An expression to indicate a sudden attack 
upon security or commodity values by sellers 
in an effort to force prices down. 

Drop 
An expression to indicate a fall in security 

or commodity prices. 
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Due Date 

The date upon which a note, draft, ac- 
ceptance, bond, or other evidence of debt be- 
comes payable; the maturity date. (See 
Time to Run.) 

Due from Banks 

An asset account appearing in the general 

ledger and financial statement of a bank to 
indicate the aggregate amount of balances 

outstanding with and due from other banks. 

Due from Banks, Collections 
A contingent asset account appearing in 

the general ledger and financial statements 
of a bank to indicate the aggregate amount 

of out-of-town checks in process of collec- 
tion, but not yet available as cash, through 
the medium of collection agents or corre- 
spondent banks. When the items are col- 
lected, the amount is added to the account 

entitled “Due from Banks,” and subtracted 

from this account. 

Due from Federal Reserve Bank (or 
Federal Reserve Bank Account) 

An asset account appearing in the general 

ledger and financial statement of a member 

or clearing member bank to indicate the 

balance due from a Federal Reserve bank. 
This amount represents approximately the 

cash reserve required by law to be kept with 
the Federal Reserve bank. 

Due from Federal Reserve Bank, 
Collections 

A contingent asset account appearing in 

the general ledger and financial statement of 

a bank to indicate the aggregate of. checks 
in the process of collection, but not yet avail- 
able as cash reserve through the agency of 
the Federal Reserve bank. When _ these 
items are collected, the account entitled, 
“Due from Federal Reserve Bank’ is in- 
creased, and the amount subtracted from 

this account. 

Due from Foreign Exchange Depart- 
ment 

An asset account appearing upon the gen- 

eral ledger or financial statement of a bank 
to indicate the aggregate funds entrusted 

with the foreign department for use or in- 
vestment in foreign exchange operations. 
The operations of a foreign department are 

usually considered as distinct from those of 

the rest of the bank, and its bookkeeping op- 

erations are kept separate. This sum rep- 

resents the accountability of the foreign de- 
partment’ to the bank. 

Due to Banks 

A liability account appearing in the gen- 
eral ledger or financial statement of a bank 

to indicate the aggregate amount deposited 

by banks as distinguished from individuals, 

firms and corporations (other than banking 

corporations ). 

Dull 

An expression used on a stock or produce 
exchange to indicate inactive trading, and 
that little interest is displayed in the move- 

ment of prices. 

Dummy 
A term used in connection with directors, 

officers, stockholders, etc., to indicate a per- 
son who acts for another, but who has no 

real responsibility or liability. He is merely 
placed in office to complete the number re- 
quired by law or for publicity purposes. 

Dump 
To offer suddenly for sale large blocks 

of securities on the market for the purpose 
of disposing of them regardless of the prices 
offered; to unload large blocks of a security 

or securities. 
In a commercial sense this term is used in 

connection with international trade. When 

one nation floods the market of‘ another with 
large quantities of a certain commodity or 

commodities at prices lower than they can 
be purchased at home, or in other foreign 
countries, the foreign nation is said to be 
dumping its goods in the other country’s 

market. 

Dun’s 
A name referring to R. G. Dun & Com- 

pany, one of the general mercantile agen- 

cies. (See Mercantile Agencies.) 

Duplicate Bills 
Bills in a Set (q.v.). (See First of Ex- 

change. ) 

Duplicate Bill of Exchange (Check) 
See First of Exchange. 

Duplicate Documents 
Documents in a set. (See Bills in a Set.) 

Duty 
See Customs Duty. 



Eagle 
The United States $10 gold piece. It 

weighs 258 grains, and is 0.900 fine. (See 
Gold Coins, United States Money.) 

Earning Power 
The ability of a business consistently to 

employ its capital profitably over a period 
of time. When profits show a reasonable 
return to invested capital and are sufficient 
also to provide for a high standard of main- 

tenance of properties and necessary plant 
extensions, the concern is said to have a 

demonstrated earning power. Demonstrated 
earning power is the best test of the Business 
Risk (q. v.) in passing upon an application 

for a loan. 

Earnings 

Another term for profits. (See Gross 
Profits, Gross Revenue, Net Profits.) 

Eased Off 

An expression which signifies a gradual 

and small decline, say fractional to one 
point, in security or commodity prices, with- 
out evidence of bear pressure or of enforced 
liquidation. 

Easy Money 
Money that can be obtained at low interest 

rates and without difficulty because of the 

existence of a plentiful supply of available 

funds among the banks. 

Edge Act 
An act passed December 24, 1919, as an 

amendment to Section 25 of the Federal Re- 
serve Act, with the title “Banking Corpora-~ 
tions Authorized to do Foreign Banking 

Business.” The purpose of this legislation 
is to permit the establishment under federal 
jurisdiction of foreign banking corporations 

to aid in the finance of and to stimulate 
foreign trade. Such a law had been advo- 

cated strongly by the Federal Reserve Board 
for some years past, and represents the 

latest development in the historical evolution 
of American banking legislation to procure 

for American business and financial interests 
a larger participation in foreign trade and 
in the profits derived from lending our credit 
to foreign buyers. 

E 

The original Section 25 of the Federal 
Reserve Act was the first step taken in the 

interests of foreign trade upbuilding. By 

this section any National bank with a capital 

and surplus of one million dollars or more 

was permitted to establish branches in for- 

eign countries and dependencies of the 

United States with the approval of the 

Federal Reserve Board. Prior to 1913 prac- 

tically all the financing of foreign trade 

had been undertaken by British banks and 

discount houses, and only a small part of 
‘the business was participated in by a few 
private banks and discount houses in New 
York. 

During the war the need of further legis- 
lation to provide for our growing foreign 

trade became apparent, and Section 25 of the 
Federal Reserve Act was amended to per- 

mit National banks having legal capital re- 
quirements to invest in the capital stock of 
American banks or corporations already en- 
gaged in foreign banking. A few institu- 
tions engaging in foreign banking were or- 

ganized under the banking laws of several of 
the states, but they were inadequate to pro- 

vide for all the business. Accordingly the 
McLean-Platt Act, which permitted National 
banks without regard to the amount of their 
capital and surplus to purchase the capital 

stock of corporations of the type contem- 
plated by the Edge Act, but not in excess 
of 5 per cent. of their capital and surplus, 

was passed. 
The Edge Act provides for the federal 

incorporation and regulation of banks en- 

gaged in international banking, or in similar 
operations in a dependency or insular pos- 
session of the United States, either directly 
or through the agency, ownership or con- 

trol of local institutions in such places. Al- 
though the line of demarcation is not sharply 
drawn, two separate classes of corporations 
are contemplated by the Edge Act—one to 
deal in short-term paper, and the other to 

deal in long-term paper, bonds and mort- 
gages, and with power to issue debentures. 

Edge corporations are chartered by the 
Federal Reserve Board for 20 years with a 

minimum capital of $2,000,000. They have 
power to deal in bonds; buy and sell all 
classes of commercial paper; to accept bills 
of exchange drawn upon them under the 

168 
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regulations and subject to the limitations 
imposed by the Federal Reserve Board; to 
issue letters of credit; to deal in foreign 
currencies and bullion; to receive deposits 
abroad subject to check; to receive deposits 
in the United States but not subject to 

check; to invest in the stock of another Edge 
bank; to establish branches and agencies 
abroad but not in the United States; to 

issue debentures, bonds and notes with the 

approval of the Federal Reserve Board; and 
incidental powers permitted by the Federal 
Reserve Board. 

(See Federal Reserve Act, Sec. 25a.) 

Edge Corporation 
A foreign banking corporation organized 

under Section 25a of the Federal Reserve 
Act. (See Edge Act.) 

Eighth Stocks 
A term used among odd lot dealers to 

signify those stocks the orders for which 
are executed at one-eighth point from the 

next full lot sale, or if the customer places 
a limited order, at one-eighth point from the 
bid or offered price, as distinguished from 
Quarter Stocks (q. v.). Most stocks dealt 
in odd lots are eighth stocks. (See Odd 
Lot, Odd Lot Brokers.) 

Elastic Currency 
Money which can be expanded or contract- 

ed according to commercial needs.  Elas- 

ticity is one of the essential qualities of a 
good medium of exchange and a sound cur- 

rency system should provide this character- 

istic. Before the Federal Reserve Act our 
currency system failed to provide for an 
elastic currency, but Federal Reserve notes, 
issued under the authority of the Federal 
Reserve Act, now supply the elastic element 

which is lacking in other forms of United 

States currency. Since Federal Reserve 

notes now represent the largest portion of 

our circulating medium, elasticity is imparted 

to the entire circulation. Elasticity is se- 
cured by basing the volume of circulating 

medium upon the volume of credit. [Federal 
Reserve notes being supported by a com- 

mercial paper cover, expand as business ex- 

pands, as indicated by a growth in the vol- 

ume of commercial paper offered for dis- 

count at the banks, and rediscounted at the 
Federal Reserve banks. Likewise when 

business contracts, the volume of commercial 

paper declines and the excess of Federal Re- 
serve notes is retired... (See Federal Re- 

serve Notes.) 

Electrolytic Copper 
See Copper. 

Elevator Receipts 

A receipt issued by an elevator company 
to an owner of grain held in storage at an 

elevator. They are similar in all respects, 
e. g., legal status, negotiability, and col- 
lateral uses, with warehouse receipts. (See 

Warehouse Receipt.) 

Eligible Acceptances 
See Eligible Paper, Federal Reserve 

Board Regulations (Regulation A, Series of 
1923). 

Eligible Agricultural Paper 
See Eligible Paper, Federal Reserve 

Board Regulations (Regulation A, Series of 
HZ). 

Eligible Bills of Exchange 
See Eligible Paper, Federal Reserve 

Board Regulations (Regulation A, Series of 
1923). 

Eligible for Rediscount 

See Eligible Paper. 

Eligible Notes 
See Eligible Paper, Federal Reserve 

Board Regulations (Regulation A, Series of 

1923). 

Eligible Paper 

Generally speaking, to be eligible for re- 
discount at a Federal Reserve bank, a note, 

bill of exchange, or trade or bank acceptance 

must possess the following characteristics: 
(a) it must arise out of a commercial, in- 

dustrial, or agricultural transaction, 7. @., 

must be issued or drawn, or the proceeds 

must be used, for the production, purchase, 
carrying or marketing of goods (wares, mer- 

chandise, or agricultural products, including 

live stock) in one or more steps of the 
process of production, manufacture, or of 
distribution (see Commercial Paper); (b) 

it must not have a maturity exceeding 90 

days, except that agricultural paper may 
have a maturity of nine months; (c) it must 
bear the member bank’s indorsement; and 

(d) if over $5,000, it must be accompanied 
by a recent financial statement of the prin- 
cipal debtor thereon. (See Federal Reserve 
Board Regulations, Regulation A.) 
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Embezzlement 

The fraudulent appropriation by a public 
officer, or any other person occupying a fi- 
duciary capacity, of the property entrusted to 
him by virtue of his employment. Embezzle- 
ment is not to be confused with larceny or 

burglary, which imply a wrongful taking 

gway of property belonging to another by 
trespass or assault. Embezzlement is a mis- 
demeanor or felony, depending upon the 
value of the property, and is a statutory 
crime punishable by imprisonment. 

Emergency Currency 
Before the Federal Reserve System was 

in operation, it was sometimes necessary to 

resort to the issue of emergency currency 
in case of a sudden need for money, e. g., a 

severe panic. Notes issued by National banks 

under the Aldrich-Vreeland Act of 1908 
were of this type. The New York Clearing 

House banks, also, through the New York 

Clearing House Association, were compelled 
in six different crises, the last being in 1907, 

to issue clearing house loan certificates. 

These certificates were used only among the 

members of the New York Clearing House, 
but were effective in increasing the supply 

of money by enabling the banks to settle 
inter-bank transactions. (See Clearing 
House Loan Certificates.) 

Enabling Act 
A general term for legislation which per- 

mits communities or districts to organize 

into an association or district for the purpose 

of financing and constructing some new pub- 
lic improvement, which does not affect any 
given civil subdivision. Thus districts are 
organized to provide funds for building 

schools, sewers, drainage projects, etc., and 

under “Enabling Acts” it is possible for such 
districts to issue bonds, and to levy taxes 

for their repayment. 
The term also applies to legislation which 

enables a bank, corporation, association, or 

community to take advantage of an alterna- 
tive method of achieving a certain result. 
Thus, many states have enacted laws which 

permit state banks and trust companies to 

join the Federal Reserve System, and to 
maintain cash reserves as required by the 
Federal Reserve Act instead of the require- 

ments of the state banking laws. 

Encumbrance 
A claim or lien, such as a mortgage upon 

real property, thereby diminishing the 
owner’s equity in the property. 

Endorsed Bonds 

See Indorsed Bonds. 

Endorsement 

See Indorsement. 

Endowment Insurance 

A form of life insurance which combines 
insurance with compulsory saving. It dif- 
fers from ordinary life insurance in that the 

policy matures and becomes a claim at a 
fixed time, say 20 or 30 years after the 
initial premium is paid, and after which no 
further premiums are payable, instead of be- 
coming payable only upon the contingency of 
death. 

The advantage of an endowment policy is 
that it may be made to mature at an age 
when the policy holder or beneficiary has 
passed the income-producing period. (See 
Insurance. ) 

Enforced Liquidation 
See Forced Liquidation. 

Engineer’s Certificate 
A statement signed by an engineer certi- 

fying that he has made an examination of 
the physical properties of a railroad, public 

utility or other business, and that they are 

in the condition which he thereupon de- 

scribes. Usually the chief purpose of the 

engineer’s examination and report is to de- 
termine whether the properties are adequate 
for present requirements, or to what extent 

they are adequate for future requirements, 

or if not, what expenditures are needed, etc. 

Engineer’s Report 
A report rendered by an engineer ,con- 

cerning the physical condition of a property 

(usually a railroad or public utility) which 
he has inspected with particular reference 

to its needs, improvements, etc., and whether 

it furnishes an adequate basis as security for 

further debt. (See Engineer’s Certificate. ) 

English Banking System 
See Bank of England, Joint-Stock Banks. 

English Money Table 

Four farthings equal one penny. 
Twelve pence equal one shilling. 
Two shillings equal one florin. 
Five shillings equal one crown. 

Twenty shillings equal one pound or 

sovereign. 
Twenty-one shillings equal one guinea 

(no longer coined). 
(See Foreign Moneys—England. ) 
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Equipment Bonds. (Notes) 
See Equipment Trust. 

Equipment Trust 
A trust created to own and lease railroad 

equipment. On account of the large amount 
of fixed assets which a railroad owns and 
the difficulty of raising capital to purchase 

equipment outright, locomotives, cars, and 

all forms of rolling stock are often pur- 

chased by mortgaging the equipment and 
selling securities based upon the mortgage. 

The mortgage is placed in the hands of a 

trustee and it, rather than the rolling stock 

itself, becomes the security for the equip- 
ment bonds, notes or certificates issued there- 

against. Equipment trust securities are con- 

sidered good investments, provided the 
amount of the certificates is not too great 

a proportion of the cost of the equipment, 

that there is some provision in the mort- 
gage for the upkeep of the equipment, that 
the earning power of the equipment will be 

sufficient to pay off the securities, and that 
the maturity of the securities is well with- 
in the service life of the equipment, their 

ultimate security. 
Under the so-called “Philadelphia” plan, 

the rolling stock is leased to the railroad 
with the provision that stipulated rentals be 
paid to the trustee for the lessor. Eventually, 
through a series of rental payments, the 
principal of the obligation is paid off and 
the equipment becomes the property of the 
railroad. 

Under the “conditional sale” or “New 
York” plan, the title to the equipment pur- 
chased with borrowed funds does not pass 

to the railroad until the last series of the 
obligation has been retired; that is to say, 

the equipment is sold by the investors in the 
equipment trusts to the railroad conditionally. 

The equipment is used by the railroad, but 
full legal title is vested in the trustee for 

the benefit of the trust certificate holders, 
and the road must comply with the terms 
of the agreement governing maintenance. In 

addition the equipment is definitely marked 
as the property of the trustee, and careful 

record of each car and locomotive is kept. 
If the railroad defaults in interest or prin- 

cipal payments, the trustee may take posses- 

sion of the equipment and sell it to other 
roads who are constantly in the market, as 
a means of raising funds with which to re- 
tire the equipment obligations. 

Equipment Trust Certificate 
See Equipment Trust. 

Equity 
This term has three meanings: 

(1) In legal parlance the adminstration of 
justice, not through the strict letter of the 
law, but through the principles of right and 
justice. Thus there are Courts of Law and 
Courts of Equity and it is sometimes possible 
to bring an action, and obtain relief or re- 

cover damages, through a Court of Equity 
when it is impossible to do so through a 
Court of Law. 

(2) In accounting and finance, net owner- 
ship, i.e., the extent of the owner’s right 

in his property above all claims and liens 
against it expressed in money value. Thus 
fhe equity of the stockholders in a railroad 
corporation is represented by the value of 
the railroad property in excess of the claims 
of all creditors, including bond and note- 
holders, secured and unsecured, and all cur- 

rent indebtedness. 

(3) In margin buying, the customer’s 
equity is the present market value of his 
securities less the debit balance in_ his 

account, 7. e., the sum borrowed from the 

broker to enable the customer to make the 

purchase. 

Erratic 

An expression used to describe the stock 
and produce markets when prices are uncer- 

tain, first rising, then falling, or vice versa, 
in succession, without a definite trend. 

Escrow 

A written agreement, e. g., deed, bond, or 

other paper, entered into among three parties, 

and deposited for safe-keeping with the 
third party as custodian to be delivered by 
the latter only upon the performance or 
fulfillment of some condition. The custo- 
dian or depository is obliged to follow strictly 
the terms of the agreement respecting the 

other parties. 

Escrow Bonds 
Bonds held under an option to purchase 

or subject to some other condition. The 

bonds of an authorized issue, but not yet 

issued, being held by a trustee until addi- 

tional funds are needed for improvements 

or expansion. Such bonds can be released 
only upon compliance with the terms of the 
escrow agreement. (See Escrow.) 

Escudo 
See Foreign Moneys—Portugal. 
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Estate 

Unqualified, this term means one’s interest 
in land. Commonly, the term is qualified 
by the words, “personal” and “real,’ which 
are substantially identical with Personal 
Property (q. v.) and Real Property (q. v.) 
or Real Estate (q. v.), respectively. 

Evening Up 
A stock market expression to indicate the 

process which occurs when holders of long 
stock sell, and short sellers purchase, to 

cover their contracts simultaneously, so that 
the demand and supply of stocks is about 
equal and price changes are without signifi- 
cance. Financial reviewers often refer to 
the “usual week-end evening-up process,” in- 
dicating that operators have disposed of their 
holdings or covered their contracts, not desir- 
ing to commit themselves over the week-end. 

Even Lots 

Board lots; full lots. Lots or number of 

shares of stock sold in the usual trading 

unit of 100 shares, or multiples thereof, e.g., 
100, 200, 300, etc. 

Ex 

Literally means out of, but in finance 
means without, e. g., Ex-Dividend (q. v.). 

Ex-All 

Without all rights and privileges; stocks 
sold ex-all reserve all privileges, such as 
pending dividends, the right to subscribe for 

additional stock, or other advantages to the 
seller. 

Examinations 

See Bank Examination, Bank Examiners, 
Directors, Examinations. 

Examiner 

See Bank Examiners. 

Excess Loans 

Loans made by a bank to one customer in 
excess of the legal maximum amount. 

Directors of National banks can be held per- 

sonally lable for losses that may result to 

a bank as a consequence of making loans to 
one customer in excess of the legal limit. 
(See Limitations on Bank Loans.) 

Excess Reserve 

The portion of a bank’s reserve against 

deposits in excess of the amount required by 

law, whether deposited with a Federal Re- 

serve bank, a designated depository, or in its 
own vaults. (See Reserves.) 

Exchange 
See Domestic Exchange, 

change. 

Foreign Ex- 

Exchanges 
This term has two meanings : 
(1) In banking practice, checks, drafts, 

matured acceptances, notes, etc., presented 

for collection through a clearing house are 
known as Exchanges, or Clearing House 
Exchanges. 

(2) The English term for the market for 
foreign currencies and bills of exchange. 
What is known in the United States as for- 
eign exchange is known in England as for- 
eign exchanges. 

Exchanges for Clearing House 
An account appearing in a bank’s general 

ledger and financial statement representing 
the amount of checks drawn upon clearing 

house banks and collectible on the following 
business day through the clearing ghouse. 

Exchequer 
The official title of the account of the 

Chancellor of the Exchequer of the United 
Kingdom with the Bank of England. Its 
statutory title is His Majesty's Exchequer. 
It is a central account and not directly in 

contact with the detailed revenue and ex- 
penditure accounts. It corresponds in the 

United States to our Treasury Department 
accounts with the Federal Reserve banks. 
It is the account into which the gross 
revenues of the country are paid and from 
which expenditures are drawn. 

Exchequer Bills 
The name formerly given to the promis- 

sory notes of the British Government. They 
were first issued in 1696 and constituted the 
chief floating debt of England. They have 

since been superseded by Treasury Bulls 
(dares 

Exchequer Bonds 
Bonds issued under the authority of Acts 

of the British Parliament by the Commis- 
sioners of His Majesty’s Treasury. Ex- 
chequer bonds have a definite term not to 
exceed six years. The interest is fixed at 
the time of issue and cannot exceed 5% per 
cent. They may be registered in the books 
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of the Bank of England and certificates of 

registration given in lieu of coupon bonds. 

Ex-Coupon 
Without the next maturing interest coupon 

attached. Bonds sold ex-coupon have the 
next maturing coupon already detached. 

Ex-Dividend 

Without the dividend, meaning that the 
right to the pending or accrued dividend is 
reserved to the seller. The ex-dividend 
date is the first day the stock sells without 
the dividend, and on which the quotation for 
the stock usually measures a decline equal 
to the value of the dividend. 

Execution 

The carrying into effect of an order. 

Also, the manner in which an order to buy 
or sell securities is handled. If, in selling 
securities “at the market,’ a broker offers 
them down unduly in order to find a taker, 
he is said to have given a bad execution. 

If, on the other hand, the broker is able to 

obtain a good price in view of market con- 
ditions, he is said to have given a good 
execution. 

Executor 

A person, bank, or trust company ap- 
pointed in a will by the testator to carry 
out its provisions. Upon the death of the 
testator the executor must prove the will 

and take out letters testamentary issued by 
the court. The next steps are to file the in- 
ventory, to appraise the estate, to advertise 

for claims against the estate, to pay the 
debts of, and collect the claims due to, the 
decedent. The executor must account to the 
court, and bring his executorship to a close 
by distributing the net assets of the estate 
to the legatees in accordance with the pro- 
visions of the Will (q. v.). 

Executrix 

The feminine form of Executor (q. v.). 

Exhaust Price 

First read Margin. 

One who carries securities on margin has 

only an equity or partial interest in the se- 
curities he is carrying. In case of a fall 
in prices which threaten the wiping out of 
the owner’s equity or margin, the exhaust 
price is approached. In other words, the 

exhaust price is the price at which these se- 
curities would have to be sold entirely to 
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obliterate the margin, or the price at which 
the broker would have to sell in order to 

protect himself from loss. Brokers com- 

pel their customers to furnish additional 

margin before the exhaust price is reached, 
or to enter a stop loss order which may be 
placed several points above the exhaust price. 
(See Stop Loss Order.) 

Ex-Interest 

Without interest; meaning that the next 

maturing coupon has been detached. The 

term is particularly reserved to use in ref- 
erence to registered bonds. 

Expansion . 

A period of business growth, 7. ¢., of in- 

creased production and consumption, neces- 
sitating an increase in the quantity and 

rapidity of circulation of money, in the 

volume of credits, and usually higher prices. 
If unduly prolonged, expansion may lead to 
Inflation (q. v.). (See Business Cycle.) 

Expense Fund 
A fund which the law requires to be 

created by the organizers of a non-stock or 

mutual savings bank to provide for current 
expenses until the bank operates upon a 
profitable basis, and to meet current interest 
charges upon deposits. The expense fund 
represents the savings bank’s working capital 
when it begins operations. In New York 
state a savings bank must start with an ex- 

pense fund of at least $5,000. (See Guaranty 
Fund. ) 

Expiry Date 
The date upon which the validity or privi- 

lege which may be exercised under a con- 
tract or document terminates. This term is 
usually employed in connection with a letter 
of credit, option, etc. 

Export Bar 
Bars or ingots of pure gold containing 

about $8,000 worth of the metal, customarily 

used in making gold shipments for settle- 

ment of international balances. (See Gold 
Bars. ) 

Export Credit 

See Letters of Credit. 

Export Letter of Credit 
See Letters of Credit. 
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Export Specie Point 
See Gold Points. 

Export Trade Act 
See Webb-Pomerene Act. 

Express Company Money Orders 
Money orders or checks issued by an ex- 

press company for remitting funds to an- 
other point by mail. They are a safe, con- 
venient and economical means of  trans- 
mitting money for those who have no check- 
ing account. They are similar in form, pur- 

pose and modus operandi to postal money 
orders issued by the Postoffice Department, 

but differ in that no writter application is 
required, are payable at any office of the 
company, and pass from hand to hand by 
continuous indorsement, without limitation as 

to number. They are valid for a year before 
they are required to be presented for final 
payment. They may be issued in any amount. 

Express Money Orders 
See Express Company Money Orders. 

Ex-Rights 
First read Rights. 
Without rights. When stock is sold ex- 

rights all privileges are retained by or re- 
served to the seller. 

Ex-Stock Dividend : 

Without the stock dividend. When stock 
is sold ex-stock dividend, the pending stock 

dividend is retained as the property of the 
seller. (See Stock Dividend.) 

Extended Bonds 

Bonds the payment of the principal of . 
which is postponed. When the repayment of 
bonds cannot conveniently be met at matur- 
ity in cash the bondholders may be offered 
new bonds to take their place or the old 

bonds may be extended. In the latter case 
when the security behind them is not changed, 
the bonds are said to be extended or con- 
tinued. Extended bonds are not to be con- 

fused with extension bonds. 
Bonds, Extension Bonds. ) 

(See Continued 

Extension Bonds 

Bonds similar to Divisional Bonds (q. v.), 
but the underlying mortgage of which does 
not necessarily coincide with the divisions of 
the issuing organization. Extension bonds 
usually are covered by railroad property 
which is a continuation or extension of the 
existing system. They are frequently se- 
cured not only by the extension property, 

but by a junior lien upon other portions of 
the property. 

As an investment, the strength of exten- 
sion bonds depends upon whether the ex- 
tended property is a main line and essential 
to the handling of through traffic. 

Extension bonds should not be confused 
with Extended Bonds (q. v.). 

External Bonds (or Loans) 
When a Government borrows money by 

floating a bond issue in a foreign country it 
is said to float an external-loan and its 
bonds are external bonds. The principal 
and interest of such bonds are issued and 
payable in the currency of the country in 
which the bonds are marketed. Such loans 
are to be distinguished from Internal Bonds 
which the Government sells to investors 
within the country. (See Foreign Govern- 
ment Bonds, Internal Bonds.) 

Extinguishment Fund 
Same as Sinking Fund (q. v.). 

Extra Dividend 

An additional cash dividend paid out of 
earnings which are above the normal rate. 
Whenever dividends are paid out of profits 
earned at an extraordinary rate, the divi- 
dends should be earmarked as extra, so that 

the stockholders will understand that the 
additional dividend disbursement is not neces- 
sarily to be maintained, and therefore not 
to be regularly expected. It is a good rule 
of corporation finance that a regular divi- 
dend should not be increased unless there is 
reason to believe that it can be maintained. 
(See Dividend. ) 



Face Value 

Par value; the principal or nominal value 

appearing on a bond, note, coupon, piece of 

money, or other instrument. The face value 

of a bond is the amount at which the issuing 

organization contracts to repay it at ma- 

turity and is the basis upon which the cash 

interest rate is computed. While it is ordi- 

narily the plan of an issuing organization 

to float bonds at a rate of interest attractive 

enough to compel their sale at approximately 

par, or at a slight discount, when placed 

on the market they fluctuate in accordance 

with money rates and in the case of corpora- 

tion bonds, in accordance with general busi- 
ness conditions and earnings. Whether a 

bond commands a premium or sells at a dis- 
count, the nearer it approaches maturity, the 

nearer the market value approximates its 
par value, until at the date of maturity, the 

two values precisely coincide. Face value 
is not to be confused with market value, 

book value, intrinsic value, investment value, 

or trading value. (See Par Value, Value.) 

Factor 

A commission merchant or mercantile 
agent who has authority to sell, or consign 

for the purpose of sale, to buy and to ad- 
vance or borrow money on goods as security, 

but acting for his principal. He is a mid- 
dleman whose service is to bring the buyer 
and seller together and usually has a spe- 
cialized knowledge of a certain market. He 
differs from a broker in that he usually has 

in his possession, or at least carries samples, 
of the goods he offers for sale. His profit 
usually consists of a commission, or the dif- 

ference between the price for which the 
goods are sold and the price exacted by the 
principal. (See Agent.) 

Failures 

Mortality in business. Commercial or 
business failures are of three classes, volun- 

tary bankruptcy, involuntary bankruptcy, and 
insolvency. In the statistical reports pre- 
pared by the leading mercantile agencies on 
this subject, all classes are included. R. G. 
Dun & Company and Bradstreet’s make 
weekly, monthly, quarterly, and annual re- 

ports on the number and amount of liabil- 
ties of establishments becoming insolvent in 
the United States and Canada. This data is 
available by states, by general classifications 
of business (manufacturing, trading, etc.), 
and by lines of business. 

In the following table, the total number 
of business failures in the United States 
(excepting banking suspensions and personal 

bankruptcies) from 1893 to 1922, is given. 

BUSINESS FAILURES IN THE 
UNITED STATES. 

(Data furnished by R. G. Dun & Co.) 

No. of Per 
No. of Business Cent of 

Years Failures. Concerns. Failures 

1922 23,676 1,983,106 1.19 

1921 19,652 1,927,304 1.02 

1920 8,881 1,821,409 49 

1919 6,451 1,710,909 38 

1918 9,982 1,708,061 58 

1917 13,855 1.733302 80 

1916 16,993 1,707,639 .99 

1915 22,156 1,674,788 1.02 

1914 18,280 1,655,496 1.10 

1913 16,037 1,616,517 .99 

1912 15,452 1,564,279 .98 

1911 13,441 1,525,024 81 

1910 12,652 1,515,143 .80 

1909 12,924 1,486,389 80 

1908 15,690 1,447,554 1.08 

1907 113725 1,418,075 82 

1906 10,682 1,392,949 ae i 

1905 11.520 1,357,455 85 

1904 12,199 1 Oe 6 92 

1903 12,069 1,281,481 94 

1902 11,615 1,253,172 93 

1901 11,002 1,219,242 .90 

1900 10,774 1,174,300 92 

1899 9,337 1,147,595 81 

1898 12,186 1,105,830 1.10 

1897 13,351 1,058,521 1.26 

1896 15,088 1,151,579 Lot 

1895 13,197 1,209,282 1.09 

1894 13,885 1,114,174 1:25 

1893 15,242 1,193,113 1.28 

In the table, on the following page, failures 
by branches of business for the five-year 
period, 1918-1922, are given. 
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In the following table, bank failures in 
the United States for the period 1893-1922, 
are given: 

BANK FAILURES IN THE UNITED STATES, 

(Data furnished by R. G. Dun & Co.) 

1893-1922, 

TOTAL. NATIONAL. 
Year No. Liab Dols: wNoe “Liab. Dols: 

1922 MRE ANS OL Medic” bape 
1921 MELE UAP TA Ole oti.) Sin chs 
1920 119 =50,708,300 10 $ 3,350,000 
1919 50 16,520,862 1,850,000 

1918 20 5,131,887 0 None 
1917 42 = 18,451,964 4 3,700,000 
1916 50 =10,396,779 8 = 1,755,000 
1915 133 37,223,234 18 13,649,000 

1914 212 56,005,107 19 9,606,098 
1913 120 831,546,314 PR 3197 550 
1912 fon 24 219 522 4 8,313,000 
1911 107 = 25,511,606 3 1,250,000 
1910 119 41,097,255 10 4,284,482 

1909 80 24,677,128 11 4,109,224 

1908 180 123,126,956 31 48,388,000 

1907 $62233,020,9/72 12. 12,533,000 

1906 58 18,805,380 8 1,490,966 

1905 78 ~=20,227,155 16 4,198,348 
1904 UO 25,106,000 24) 10,257:223 

1903 EA eee 009;700, 912). 15,/30;477 
1902 63 10,969,072 Zz 420,617 
1901 74 =: 18,018,774 9 5,666,231 
1900 58 = 14,456,563 Semone 
1899 Deeb eUs el .7;106.56/ 
1898 80 §=18,395,094 11 4,102,290 

1897 171 28,249,700 28 5,977,421 
1896 198° 950718,.915' ~34 22,674,512 
1895 132 20,710,210 34 5,863,842 
1894 125 125,666,035 18 4,803,616 
1893 642 210,998,808 161 67,673,894 

The ratio of business failures to total 
establishments has averaged about 1 per 
cent. per year over a long period of years. 
The highest ratio since data have been col- 

lected was in 1878 at 1.55 per cent. The 
year 1915 has the next highest record. In 
recent years, 1919 has the lowest record. 

Business failures are usually regarded as 
an important business barometer, but are at 
a disadvantage since they lag behind the 
causes of which they,are the effects. Busi- 
ness failures tend to increase some time sub- 

sequent to a period of falling prices and de- 

pression, and to decrease at times of rising 

or stable prices and prosperity. 

As analyzed in studies by Bradstreet’s, 
business failures may be assigned to the fol- 

lowing causes arranged in approximate order 

of importance, viz.: lack of capital, incom- 
petence, specific conditions, fraud, inexperi- 

ence, competition, neglect, unwise credits, 
failure of others, extravagance, speculation. 

(See Business Barometers. ) 

False Prospectus Acts 
See False Statement Acts. 

False Reports 
Directors of banks are responsible for issu- 

ing false reports. The reports required of a 

National bank by: the Comptroller of the 
Currency are intended not only for his in- 
formation, but for that of the public. One 
who buys bank stock out of reliance upon a 

published false statement and as a conse- 

quence sustains loss, has a right of action 

against the directors or officers who know- 

ingly authorized the publication of such a 

report. 

False Statement Acts 

In recent years the requirement of banks 

that prospective borrowers submit a recent 
financial statement or series of statements 
as a basis for a loan, has become almost uni- 

versally adopted. The process of granting 

credit has become more scientific and this 
requirement has grown out of recogni- 

tion that there is no better guide for scienti- 
fically measuring credit risks, provided they 

are accurate and free from wilfully false 
valuations. The statement should show the 

condition to be no better than the actual one. 
Accordingly a number of states, including 

New York and Massachusetts, have enacted 

False Statement Acts which impose penalties 
upon any corporation, partnership, or indivi- 
dual which misrepresents its true condition 
in a statement for the purpose of securing 

credit or marketing its securities. This en- 

ables the credit men of a bank to concentrate 

their attention upon the scientific analysis 
of the risk as disclosed by the statement in- 
stead of merely “checking” its accuracy, and 
prevents unscrupulous promoters from mis- 

representing the facts concerning any securi- 

ties they may be marketing. 

Farm Credits Act 

An act approved March 4, 1923, which 
creates two classes of corporations designed 
to improve agricultural credit. These two 
classes of corporations are the Federal In- 
termediate Credit banks and the National 
Agricultural Credit Corporations. This sys- 

tem of credit institutions, like the Federal 

Farm Loan System (q. v.) is under the gen- 
eral supervision of the Federal Farm Loan 
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Board but is for the purpose of discounting 
farmers’ notes taken by local banks on per- 
sonal and chattel security, e. g., live stock, 
farm equipment, growing crops, etc., as dis- 
tinguished from the Federal land banks and 
joint-stock land banks, which lend on land 
mortgage security. 

The following is the text of the act. It 
will be noted that it automatically amends 
both the Federal Farm Loan Act and the 
Federal Reserve Act. 

An Act To provide additional credit facilities for 
the agricultural and live-stock industries of the 
United States; to amend the Federal Farm Loan 
Act; to amend the Federal Reserve Act; and for 
other purposes. Be it enacted by the Senate and 
House of Representatives of the United States of 
America in Congress assembled, 

TITLE I.—FEDERAL INTERMEDIATE 
CREDIT BANKS 

SecT1on 1. That section 1 of the Federal Farm 
Loan Act is amended to read as follows: 

“TITLE I.—FEDERAL FARM LOANS 

“SecTion 1. That this Act may be cited as the 
‘Federal Farm Loan Act.’ Its administration shall 
be under the direction and control of the Federal 
Farm Loan Board hereinafter created.’’ 

Sec. 2. That the Federal Farm Loan Act is 
amended by adding at the end thereof a new 
title, to read as follows: 

“TITLE IIl.—FEDERAL INTERMEDIATE 

CREDIT BANKS 

“ORGANIZATION 

“Sec. 201. (a) That the Federal Farm Loan 
Board shall have power to grant charters for 12 
institutions to be known and styled as ‘Federal 
Intermediate Credit Banks.’ 

“(b) Such institutions shall be established in 
the same cities as the 12 Federal Land Banks. 
The officers and directors of the several Federal 
Land Banks shall be ex officio officers and directors 
of the several Federal Intermediate Credit Banks 
hereby provided for and shall have power to em- 
ploy and pay all clerks, bookkeepers, accountants 
and other help necessary to carry on the business 
authorized by this title. 

*“(c) Each Federal Intermediate Credit Bank 
shall have all the usual powers of corporations, 
and shall have power to sue and be sued both in 
law and equity, and for purposes of jurisdiction 
shall be deemed a citizen of the State where it is 
located. 

““(d) Federal Intermediate Credit Banks, when 
designated for that purpose by the Secretary 
of the Treasury, shall act as fiscal agents of the 
United States Government and perform such duties 
as shall be prescribed by the Secretary of the 
Treasury. 

““(e) Upon default of any obligation any Fed- 
eral Intermediate Credit Bank may be declared 
insolvent and placed in the hands of a receiver 
by the Federal Farm Loan Board, and proceed- 
ings shall thereupon be had in accordance with 
the provisions of section 29 of this Act regarding 
National Farm Loan Associations. 

““(f) The charters to such Federal Intermediate 
Credit Banks shall be granted upon application of 
the directors of the Federal Land Banks which ap- 
plication shall be in such form as the Federal 
Farm Loan Board shall prescribe. 

DISCOUNT AND LOANS 

ISECH ZUG maa) peat Federal Intermediate 
Credit Banks, when chartered and established, shall 
have power, subject solely to such restrictions, 
limitations, and conditions as may be imposed by 
the Federal Farm Loan Board not inconsistent 
with the provisions of this Act,— 
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(1) To discount for, or purchase from, any 
national bank, and/or any State bank, trust com- 
pany, agricultural credit corporation, incorporated 
live-stock loan company, savings institution, co- 
operative bank, cooperative credit or marketing 
association of agricultural producers, organized 
under the laws of any State, and/or any other 
Federal Intermediate Credit Bank, with its indorse- 
ment, any note, draft, bill of exchange, debenture, 
or other such obligation the proceeds of which . 
have been advanced or used in the first instance 
for any agricultural purpose or for the raising, 
breeding, fattening, or marketing of live stock; 

(2) To buy or sell, with or without recourse, 
debentures issued by any other Federal Interme- 
diate Credit Bank; and 

(3) To make loans or advances direct to any 
cooperative association organized under the laws 
of any State and composed of persons engaged in 
producing, or producing and marketing, staple 
agricultural products, or live stock, if the notes 
or other such obligations representing such loans 
are secured by warehouse receipts, and/or ship- 
ping documents covering such products, and/or 
mortgages of live stock: “Provided, That no such 
loan or advance shall exceed 75 per centum of the 
market value of the products covered by said 
warehouse receipts and/or shipping documents, or 
of the live stock covered by said mortgages. 

*“(b) No paper shall be purchased from or dis- 
counted for any national bank, State bank, trust 
company, or savings institution under this section, 
if the amount of such paper added to the aggre- 
gate liabilities of such national bank, State bank, 
trust company or savings institution, whether 
direct or contingent (other than bona fide deposit 
liabilities), exceeds the amount of such liability 
permitted under the laws of the jurisdiction creat- 
ing the same; or exceeds twice the paid in and un- 
impaired capital and surplus of such national 
bank, State bank, trust company, or savings insti- 
tution. No paper shall under this section be pur- 
chased from or discounted for any other corpora- 
tion engaged in making loans for agricultural pur- 
poses or for the raising, breeding, fattening, or 
marketing of live stock, if the amount of such 
paper added to the aggregate liabilities of such 
corporation exceeds the amount of such liabilities 
permitted under the laws of the jurisdiction creat- 
ing the same; or exceeds ten times the paid in and 
unimpaired capital and surplus of such corporation. 
It shall be unlawful for any national bank which 
is indebted to any Federal Intermediate Credit 
Bank upon paper discounted or purchased under 
this section, to incur any additional indebtedness, if 
by virtue of such additional indebtedness its ag- 
gregate liabilities, direct or contingent, will exceed 
the limitations herein contained.”’ 

(c) Loans, advances, or discounts made under 
this section shall have a maturity at the time 
they are made or discounted by the Federal In- 
termediate Credit Bank of not less than six 
months nor more than three years. Any Federal 
Intermediate Credit Bank may in its discretion sell 
loans or discounts made under this section, with 
or without its indorsement. 

(d) Rates of interest or discount charged by 
the Federal Intermediate Credit banks upon such 
loans and discounts shall be subject to the approval 
of the Federal Farm Loan Board. On the ma- 
jority vote of the members of the Federal Farm 
Loan Board any Federal Intermediate Credit Bank 
shall be required to rediscount the discounted 
paper of any other Federal Intermediate Credit 
Bank at rates of interest to be fixed by the Federal 
Farm Loan Board. 

ISSUE OF DEBENTURES 

“Sec. 203. (a) That Federal Intermediate Cred- 
it Banks, when chartered and established, shall 
have power, subject to the approval of the Fed- 
eral Farm Loan Board, to borrow money and to 
issue and to sell collateral trust debentures or 
other similar obligations with a maturity at the 
time of issue of not more than five years, which 
shall be secured by at least a like face amount 
of cash, or notes or other such obligations dis- 
counted or purchased or representing loans made 
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under section 202: Provided, That no Federal In- 
termediate Credit Bank shall have power to issue 
or obligate itself for debentures or other obliga- 
tions under the provisions of this section in ex- 
cess of ten times the amount of the paid-up capi- 
tal and surplus of such bank. 

(b) The provisions of Title I relating to the 
preparation and issue of farm loan bonds shall, 
so far as applicable, govern the preparation and 
issue of debentures or other such obligations is- 
sued under this section; but the Federal Farm 
Loan Board shall prescribe rules and regulations 
governing the receipt, custody, substitution, and 
release of collateral instruments securing such de- 
bentures or other obligations, the right of sub- 
stitution being hereby granted. Rates of interest 
upon debentures and other such obligations issued 
under this section shall, subject to the approval of 
the Federal Farm Loan Board, be fixed by the 
Federal Intermediate Credit Bank making the is- 
sue, not exceeding 6 per centum per annum. 

“(c) The United States Government shall as- 
sume no liability, direct or indirect, for any de- 
bentures or other obligations issued under this 
section, and all such debentures and other obli- 
gations shall contain conspicuous and appropriate 
language, to be prescribed in form and substance 
by the Federal Farm Loan Board and approved 
by the Secretary of the Treasury, clearly indicat- 
ing that no such liability is assumed. 

DISCOUNT’ RATES 

“Sec. 204. (a) That before making any dis- 
counts under the provisions of this title, each 
Federal Intermediate Credit Bank shall establish 
and promulgate a rate of discount to be approved 
by the Federal Farm Loan Board. Any Federal 
Intermediate Credit Bank which has made an 
issue of debentures under the provision of this 
title may thereafter establish, with the approval 
of the Federal Farm Loan Board, a rate of dis- 
count not exceeding by more than I per centum 
per annum the rate borne by its last preceding 
issue of debentures. 

““(b) No organization entitled to the privileges of 
this title, shall, without the approval of the Fed- 
eral Farm Loan Board, be allowed to discount 
with any Federal Intermediate Credit Bank any 
note or other obligation, upon which the original 
borrower has been charged a rate of interest exceed- 
ing by more than 1% per centum per annum the 
discount rate of the Federal Intermediate Credit 
Bank at the time such loan was made. 

““(c) A Federal Intermediate Credit Bank may, 
subject to the approval of the Federal Farm Loan 
Board, buy in the open market at or below par for 
its own account and retire at or before maturity 
any such debentures or obligations issued by it. 

CAPITAL STOCK 

“Sec. 205. That for the purpose of exercising 
the powers conferred by this title, each Federal 
Intermediate Credit Bank shall have a subscribed 
capital stock of $5,000,000. Capital stock of such 
amount shall be divided into shares of $5 each 
and shall be subscribed, held, and paid by the 
Government of the United States, It shall be the 
duty of the Secretary of the Treasury to sub- 
scribe to such capital stock on behalf of the 
United States, such subscription to be subject to 
call in whole or in part by directors of the said 
banks upon 30 days’ notice to the Secretary of the 
Treasury and with the approval of the Federal 
Farm Loan Board. The Secretary of the Treasury 
is authorized and directed to take out shares as 
called and to pay for the same out of any money 
in the Treasury not otherwise appropriated. 

APPLICATION OF EARNINGS 
“Sec. 206. (a) That the Federal Farm Loan 

Board shall equitably apportion the joint expenses 
incurred in behalf of Federal Land Banks, Joint 
Stock Land Banks, and Federal Intermediate Cred- 
it Banks, and shall assess against each Federal In- 
termediate Credit Bank its proportionate share 
of the expenses of any additional personnel in the 
Federal Farm Loan Bureau made necessary in con- 
nection with the operation of this provision. 

“(b) After all necessary expenses of a Federal 
Intermediate Credit Bank have been paid or pro- 
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vided for, the net earnings shall be divided into 
equal parts and one-half thereof shall be paid to 
the United States and the balance shall be paid 
into a surplus fund until it shall amount to 100 
per centum of the subscribed capital stock of such 
bank and that thereafter 10 per centum of such 
earnings shall be paid into the surplus. After 
the aforesaid requirements have been fully met, 
the then net earnings shall be paid to the United 
States as a franchise tax. The net earnings de- 
rived by the United States from Federal Inter- 
mediate Credit Banks shall in the discretion of 
the Secretary of the Treasury, be used to sup- 
plement the gold reserve held against outstanding 
United States notes, or shall be applied to the re- 
duction of the outstanding bonded indebtedness 
of the United States under regulations to be pre- 
scribed by the Secretary of the Treasury. Should 
a Federal Intermediate Credit Bank be dissolved 
or go into liquidation, after the payment of all 

debts and other obligations as hereinbefore pro- 
vided, any surplus remaining shall be paid to and 
become the property of the United States and 
shall be similarly applied. 

LIABILITY ON DEBENTURES 

“Sec. 207. That any Federal Intermediate Cred- 
it Bank issuing debentures or other such obliga- 
tions under this title shall be primarily liable there- 
for, and shall also be liable, upon presentation of 
the coupons for interest payments due upon any 
such debentures or obligations issued by any other 
Federal Intermediate Credit Bank and remaining 
unpaid in consequence of the default of the other 
Federal Intermediate Credit Bank. Any Federal 
Intermediate Credit Bank shall likewise be liable 
for such portion of the principal of debentures or 
obligations so issued as are not paid after the 
assets of such other Federal Intermediate Credit 
Bank have been liquidated and distributed. Such 
losses, if any, either of interest or of principal, 
shall be assessed by the Federal Farm Loan Board 
against solvent Federal Intermediate Credit Banks 
liable therefor in proportion to the amount of 
capital stock, surplus, and debentures or other 
such obligations which each may have outstanding 
at the time of such assessment. Every Federal 
Intermediate Credit Bank shall, by appropriate ac- 
tion of its board of directors duly recorded in its 
minutes, obligate itself to become liable on de- 
bentures and other such obligations as provided in 
this section. 

EXAMINATIONS AND REPORTS 

“Sec. 208. (a) That in order to enable each 
Federal Intermediate Credit Bank to carry out 
the purpose of this title, the Comptroller of the 
Currency is hereby authorized and directed, upon 
the request of any Federal Intermediate Credit 
Bank, (1) to furnish for the confidential use of 
such bank such reports, records, and other in- 
formation, as he may have available, relating to 
the financial condition of national banks through or 
for which the Federal Intermediate Credit Bank 
has made or contemplates making discounts, and 
(2) to make through his examiners, for the con. 
fidential use of the Federal Intermediate Credit 
Bank, examinations of organizations through or for 
which the Federal Intermediate Credit Bank has 
made or contemplates making discounts or loans: 
Provided, That no such examination shall be made 
without the consent of such organization except 
where such examination is required by law: Pro- 
vided, That any organization, except State banks, 
trust companies and savings associations, shall, as 
a condition precedent to securing rediscount privi- 
leges with the Federal Intermediate Credit Bank 
of its district, file with such bank its written con- 
sent to its examination as may be directed by the 
Federal Farm Loan Board by land bank examiners; 
and State banks, trust companies and savings asso- 
ciations may be in like manner required to file 
their written consent that reports of their exami- 
nation by constituted authorities may be furnished 
by such authorities upon request of the Federal 
Intermediate Credit Bank of their district. Each 
Federal Intermediate Credit Bank shall be exam- 
ined and audited at least once each year by the 
Federal Farm Loan Board, and the results of such 
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examination and audit shall be made public by the 
board. 

(b) Every Federal Intermediate Credit Bank 
shall make to the Federal Farm Loan Board not 
less than three reports during each year as request- 
ed by the board and according to the form which 
may be prescribed by the board, verified by the 
oath or affirmation of the president, or secretary, 
or treasurer, of each Federal Intermediate Credit 
Bank and attested by the signature of at least 
three of the directors. Each report shall exhibit, 
in detail and under appropriate heads, the re- 
sources and liabilities of the Federal Intermediate 
Credit Bank at the close of business on any past 
day specified by the Federal Farm Loan Board 
within five days from the receipt of a request or 
requisition therefor from the board, and in the 
same form in which it is made to the Federal 
Farm Loan Board shall be published in a news- 
paper published in the place where such Federal 
Intermediate Credit Bank is established, or if there 
is no newspaper in the place, then in the one pub- 
lished nearest thereto, in the same county, at the 
expense of the bank; and such proof of publica- 
tion shall be furnished as may be required by the 
Federal Farm Loan Board. The Federal Farm 
Loan Board shall also have power to call for 
special reports from any particular Federal Inter- 
mediate Credit Bank whenever in its judgment the 
same are necessary for a full and complete knowl- 
edge of its condition. 

(c) Land bank appraisers are authorized, upon 
the request of any Federal Intermediate Credit 
Bank and with the approval of the Federal Farm 
Loan: Board, to investigate and make a written 
report upon the products covered by warehouse 
receipts or shipping documents, and the live stock 
covered by mortgages, which are security for notes 
or other such obligations representing any loan to 
any organization, under this title. Land bank 
examiners are authorized, upon the request of any 
Federal Intermediate Credit Bank and with the 
approval of the Federal Farm Loan Board, to ex- 
amine and make a written report upon the condi- 
tion of any organization, except national banks, to 
which the Federal Intermediate Credit Bank con- 
templates making any such loan. 

““(d) The Federal Farm Loan Board shall assess 
the cost of all examinations made by the exam- 
iners of the board under the provisions of this 
title, upon the bank, trust company, savings insti- 
tution, or organization investigated, in accordance 
with the regulations to be prescribed by the board. 

RULES AND REGULATIONS 

“Sec. 209. That the Federal Farm Loan Board 
is authorized to make such rules and regulations, 
not inconsistent with law, as it deems necessary 
for the efficient execution of the provisions of this 
title. 

TAX EXEMPTION 

“Sec. 210. That the privileges of tax exemption 
accorded under section 26 of this Act shall apply 
also to each Federal Intermediate Credit _Bank, 
including its capital, reserve, or surplus, and the 
income derived therefrom, and the debentures is- 
sued under this title shall be deemed and held to 

-be instrumentalities of the Government and shall 
enjoy the same tax exemptions as are accorded 
farm loan Bette in said section. 

“PENALTY PROVISIONS 

“Sec. 211. (a) That any officer, director, agent, 
or employee of a Federal Intermediate Credit Bank 
who embezzles, abstracts, purloins, or wilfully mis- 
applies any of the moneys, funds, or credits of 
such bank, or who, without authority from such 
bank, draws any order or bill of exchange, makes 
any acceptance, issues, puts forth, or assigns any 
note, debenture, bond, draft, bill of exchange, 
mortgage, judgment, or decree, or who makes any 
false entry in any book, report, or statement of 
such bank with intent in any case to injure or 
defraud such bank or any other company or per- 
son, or to deceive any officer of such bank or the 
Federal Farm Loan Board, or any agent or exam- 
iner appointed to examine the affairs of such bank; 
and every receiver of such bank who with like 
intent to defraud or injure embezzles, abstracts, 
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purloins, or wilfully misapplies any of the moneys, 
funds, or assets of such bank, and every person 
who with like intent aids or abets any officer, 
director, agent, employee, or receiver in any viola- 
tion of this section, shall be deemed guilty of a 
misdemeanor, and upon conviction thereof in any 
district court of the United States, shall be fined 
not more than $5,000, or shall be imprisoned for 
not more than five years, or both, at the discretion 
of the court. 

“(b) Whoever makes any statement, knowing it 
to be false, for the purpose of obtaining for him- 
self or for any other person, firm, corporation, or 
association any advance, or extension or renewal 
of an advance, or any release or substitution of 
security from such bank, or for the purpose of 
influencing in any other way the action of such 
bank, shall be punished by a fine of not more than 
$10,000, or by imprisonment for not more than 
five years, or both. 

“(c) Whoever wilfully overvalues any property 
offered as security for any such advance ‘shall be 
punished by a fine of not more than $5,000, or by 
imprisonment for not more than two years, or 
both. 

““(d) Any examiner appointed under this Act 
who shall accept a loan or gratuity from any or- 
ganization examined by him, or from any person 
connected with any such organization in any ca- 
pacity, or who shall disclose the names of borrow- 
ers to other than the proper officers of such or- 
ganization, without first having obtained express 
permission in writing from the Farm Loan Com- 
missioner or from the board of directors of such 
organization, except when ordered to do so by a 
court of competent jurisdiction or by direction of 
the Congress of the United States or of either 
House thereof, or any committee of Congress or 
of either House duly authorized, shall be punished 
by a fine of not exceeding $5, 000, or by imprison- 
ment of not exceeding one year, or both, and may 
be fined a further sum equal to the money so 
loaned or gratuity given, and shall forever there- 
after be disqualified from holding office as an exam- 
iner under the provisions of this Act. No exam- 
iner while holding such office shall perform any 
other service for compensation for any bank or 
banking or loan association or for any person con- 
nected therewith in any capacity. 

““(e) Whoever, being an officer, director, em- 
ployee, agent or attorney of a Federal Intermediate 
Credit Bank, stipulates for or receives or consents 
or agrees to receive any fee, commission, gift, or 
thing of value, from any person, firm, or corpora- 
tion for procuring or endeavoring to procure for 
such person, firm, or corporation, or for any other 
person, firm, or corporation any loan from any 
such corporation or extension or renewal of loan 
or substitution of security, or the purchase or dis- 
count or acceptance of any paper, note, draft, 
check, or bill of exchange by any such corporation, 
shall be deemed guilty of a misdemeanor and shall 
upon conviction thereof be imprisoned for not 
more than one year and fined not more than 
$5,000, or both. 

““(f) Any person who shall falsely make, forge, 
or counterfeit or cause or procure to be falsely 
made, forged, or counterfeited, or willingly aid or 
assist in falsely making, forging, or counterfeiting 
any debenture, coupon, or other obligation in_imt- 
tation of or purporting to be in imitation of the 
debenture, coupon, or other obligation issued by 
any Federal Intermediate Credit Bank, or any 
person who shall pass, utter, or publish or attempt 
to pass, utter, or publish any false, forged or coun- 
terfeited, debenture, coupon, or other obligation 
purporting to be issued by any such bank knowing 
the same to be falsely made, forged, or. counter- 
feited, or any person who shall falsely alter or 
cause or procure to be falsely altered or shall 
willingly aid or assist in falsely altering any such 
debenture, coupon, or other obligation or who 
shall pass, utter or publish as true any falsely 
altered or spurious debenture, coupon, or other 
obligation issued or purporting to have been issued 
by any such bank knowing the same to be falsely 
altered or spurious, shall be punished by a fine of 
not exceeding $5,000 or by imprisonment not to 
exceed five years, or both. 
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““(g) Any person who shall deceive, defraud, or 
impose upon or who shall attempt to deceive, de- 
fraud or impose upon any person, partnership, cor- 
poration, or association by making any false pre- 
tense or representation concerning the character, 
issue, security, contents, conditions, or terms of 
any debenture, coupon, or other obligation issued 
under the terms of this title, shall upon conviction 
be fined not exceeding $500, or imprisoned not to 
exceed one year, or both. 

“(h) All corporations not organized under the 
provisions of this title are prohibited from using 
the words ‘Federal Intermediate Credit Bank’ as 
part of their corporate name, and any violation of 
this prohibition shall subject the party charged 
therewith to a civil penalty of $50 for each day 
during which the violation continues. 

“Src, 212. That no Federal Intermediate Credit 
Bank shall charge or receive any fee, commission, 
bonus, gift, or other consideration not herein 
specifically authorized.” 

TITLE II.— NATIONAL AGRICULTURAL 
CREDIT CORPORATIONS 

FORMATION 

Sec. 201. That corporations for the purpose of 
providing credit facilities for the agricultural and 
live-stock industries of the United States, to be 
known as National Agricultural Credit Corpora- 
tions, may be formed by any number of natural 
persons not less in any case than five. Such 
persons shall enter into articles of association 
which shall specify the object for which the cor- 
poration is formed. Such articles of association 
shall be signed by the persons intending to partici- 
pate in the organization of the corporation and be 
forwarded to the Comptroller of the Currency to 
be filed and preserved in his office. 

REQUISITES OF ARTICLES AND CERTIFICATE 

Sec. 202. (a) That persons signing such articles 
of association shall make an organization certifi- 
cate which shall specifically state the name of the 
corporation to be organized, the place where its 
office is to be located, the State or States in which 
its operations are to be carried on, the amount of 

‘its capital stock, and the number of shares into 
which the same shall be divided, and that the cer- 
tificate is made to enable the subscribers to avail 
themselves of the advantages of this title. 

(b) The name of each corporation organized 
under this title shall include the words ‘National 
Agricultural Credit Corporation.” 

(c) The organization certificate and articles of 
association shall be acknowledged before some 
judge of a court of record or notary public and 
shall, together with the acknowledgment thereof 
duly authenticated by the seal of such court or 
notary, be transmitted to the Comptroller of the 
Currency, who shall file, record, and carefully pre- 
serve the same in his office. 

(d) Upon making and filing the articles of asso- 
ciation and organization certificate with the Comp- 
troller of the Currency, and when the Comptroller 
of the Currency has approved the same and issued 
a written permit to begin business, the corporation 
shall be and become a body corporate, and shall 
have power— 

(1) To adopt and use a corporate seal. 
(2) To have succession for a period of 50 years 

unless sooner dissolved by the act of shareholders 
owning two-thirds of its stock or by Act of Con- 
gress or unless its charter shall be forfeited for 
violation of law. 

(3) To make contracts.- 
(4) To sue and be sued, complain and defend in 

any court of law or equity, and for purposes of 
jurisdiction shall be deemed a citizen of the State 
where it is located. 

(5) To elect or appoint directors and by its 
board of directors to appoint such officers and 
employees as may be deemed proper; to define 
their authority and duties; to fix their salaries; in 
its discretion to require bonds of any of them and 
to fix the penalty thereof; and to dismiss at pleas- 
ure any of such officers or employees. 

(6) To prescribe by its board of directors by- 
laws not inconsistent with law or the regulations 

of the. Comptroller of the Currency defining the 
manner in which. its general business may be con- 
ducted, its shares of stock be transferred, its direc- 
tors and officers be elected or appointed, its prop- 
erty transferred, and the privileges granted to it 
by law be exercised and enjoyed. 

(7) To exercise by its board of directors or duly 
authorized officers or agents all powers specifically 
granted by the provisions of this title, and such 
incidental powers as shall be necessary to carry on 
the business for which it is incorporated, within 
the limitations prescribed by this title, but such 
corporation shall transact no business except such 
as is incidental and necessarily preliminary to its 
organization until] authorized in writing by_ the 
Comptroller of the Currency to commence business 
under the provisions of this title. 

(8) The affairs of each National Agricultural 
Credit Corporation shall be managed by not less 
than five directors, who shall be elected by the 
stockholders at a meeting to be held at any time 
before the corporation is authorized by the Comp- 
troller of the Currency to commence business, and 
afterwards at meetings to be held on such day in 
January of each year as may be provided in the 
articles of association. The directors so elected 
shall hold office for one year, and until their suc- 
cessors are elected and have qualified. Every 
director and other officer of the corporation shall, 
before entering upon the duties of his office, take 
and subscribe an oath before a notary public or 
other official having a seal and authorized to ad- 
minister oaths, conditioned for the faithful per- 
formance of the duties of his office. Such oath 
shall be in such form as may be prescribed by the 
Comptroller of the Currency, and shall be filed in 
the office of the Comptroller of the Currency. Any 
vacancy in the board shall be filled by appoint- 
ment by the remaining directors, and any director 
so appointed shall hold his place until the next 
election. 

Sec. 203. (a) That each National Agricultural 
Credit Corporation shall have power, under such 
rules and regulation as the Comptroller of the 
Currency may prescribe— 

(1) To make advances upon, to discount, redis- 
count, or purchase, and to sell or negotiate, with 
or without its indorsement or guaranty, notes, 
drafts, or bills of exchange, and to accept drafts 
or bills of exchang4# which— 

(A) Are issued or drawn for an agricultural 
purpose, or the proceeds of which have been or 
are to be used for an agricultural purpose; 

(B) Have a maturity, at the time of discount, 
purchase, or acceptance, not exceeding nine 
months; and 

(C) Are secured at the time of discount, pur- 
chase, or acceptance by warehouse receipts or other 
like documents conveying or securing title to non- 
perishable and readily marketable agricultural pro- 
ducts, or by chattel mortgages or other like instru- 
ments conferring a first and paramount lien upon 
live stock which is being fattened for market. 

(2) To make advances upon or to discount, re- 
discount, or purchase, and to sell or negotiate with 
or without its indorsement or guaranty, notes se- 
cured by chattel mortgages conferring a first and 
paramount lien upon maturing or breeding live 
stock or dairy herds, and having a maturity at the 
time of discount, rediscount, or purchase not ex- 
ceeding three years. 

(3) To subscribe for, acquire, own, buy, sell, 
and otherwise deal in Treasury certificates of in- 
debtedness, bonds or other obligations of the 
United States to such extent as its board of direc- 
tors may determine. 

(4) To act, when requested by the Secretary 
of the Treasury, as fiscal agent of the United 
States, and to perform such services as the Secre- 
tary of the Treasury may require in connection 
with the issue, sale, redemption or repurchase of 
bonds, notes, Treasury certificates of indebtedness, 
or other obligations of the United States. 

To purchase, hold, acquire, and dispose of 
shares of the capital stock of any corporation 
organized under the provisions of section 207, 
of this title, in an amount not to exceed at any 
time 20 per centum of its paid in and unimpaired 
capital and surplus. 
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(6) To purchase, hold, and convey real estate 
for the following purposes, and for no others: 

(A) Such as shall be necessary for its accom- 
modation in the transaction of its business. 

(B) Such as shall be mortgaged to it in good 
faith by way of security for debts previously 
‘contracted. 

(C) Such as shall be conveyed to it in satis- 
faction of loans or advances made or debts pre- 
viously contracted in the course of its dealings. 

(D) Such as it shall purchase at sales under 
judgments, decrees, or mortgages held by the cor- 
poration or shall purchase to secure debts due to 
it. 

(7) To act as custodian, trustee, or agent for 
holders of notes, drafts, or bills of exchange sold 
or negotiated under paragraphs (1) and (2) of 
ae 8 aie? (a) of this section or under section 

(8) To issue, subject to such regulations as the 
Comptroller of the Currency may prescribe, collat- 
eral trust notes or debentures, with a maturity 
not exceeding three years, and to pledge as security 
for such notes or debentures any notes, drafts, bills 
of exchange, or other securities held by the cor- 
poration under the terms of this title. The regu- 
lations of the Comptroller of the Currency may 
prescribe the form of notes or debentures, and of 
notes, drafts, bills of exchange, warehouse receipts, 
chattel mortgages, or other instruments which may 
be pledged as security therefor, the provisions 
which may be made with regard to release, sub- 
stitution, or exchange of such securities, and with 
tegard to protection, supervision, inspection, and 
reinspection of the agricultural commodities or live 
‘stock pledged or mortgaged as security therefor. 

(b) The United States Government shall as- 
sume no liability, direct or indirect, for any de- 
‘bentures or other obligations issued under this 
‘title, and all such debentures and other obligations 
‘shall contain conspicuous and appropriate lang- 
uage, to be prescribed in form and substance by 
the Comptroller of the Currency and approved by 
the Secretary of the Treasury, clearly indicating 
that no such liability is assumed. 

(c) Any obligation referred to in paragraphs 
(1) or (2) of ‘sub-division (a) of this section, 
which is secured by chattel mortgage upon live 
‘stock of an estimated market ,value at least equal 
to the face amount of such” obligation, may be 
additionally secured by mortgage or deed of trust 
upon real estate or by other securities, under such 
regulations as may be made by the Comptroller of 
the Currency. 

LIMITATIONS 

Sec. 204. Except as hereinafter provided in sec- 
tion 207 of this title, no National Agricultural 
Credit Corporation shall incur liabilities, whether 
direct or contingent, in excess of ten times its paid 
in and unimpaired capital and surplus; nor shall 
any such corporation make advances to or hold 
notes or other direct obligations of any person 
or corporation or have outstanding acceptances for 
any person or corporation, in an amount exceeding 
20 per centum of the paid in and unimpaired capi- 
tal and surplus of such corporation, unless such ad- 
wances, notes, acceptances, or other obligations are 
adequately secured by warehouse receipts represent- 
ing readily marketable and nonperishable, agricul- 
tural commodities, in which event the amount of 
such advances to, or notes or other direct obliga- 
tions of, or acceptances for, such one person, asso- 
ciation, or corporation shall not exceed 50 per 
eentum of such paid in and unimpaired capital 
and surplus. No such corporation shall purchase, 
‘own, or deal in any live stock except live stock 
taken in the course of liquidation of obligations 
held by it. 

INTEREST RATES 

Sec. 205. (a) Any National Agricultural Cred- 
it Corporation may charge on any loan or. dis- 
‘count made, or upon any note, bill of exchange, 
or other evidence of debt, interest at the rate 
allowed by the laws of the State in which such 
‘corporation is located. 
_ (b) The taking, receiving, reserving, or charg- 
ing a rate of interest greater than is allowed by 
sub-division (a), when knowingly done, shall be 

deemed a forfeiture of the entire interest which 
the note, bill, or other evidence of debt carries 
with it or which has been agreed to be paid there- 
on. In case the greater rate of interest has been 
paid, the person by whom it has been paid, or his 
legal representative, may recover back in an action 
in the nature of an action for debt twice the 
amount of the interest thus paid from the corpora- 
tion taking or receiving the same, provided such 
action is commenced within two years from the 
time the usurious interest was collected. 

CAPITAL STOCK 

Sec. 206. (a) That no National Agricultural 
Credit Corporation shall be permitted to com- 
mence business with a paid in capital of less than 
$250,000; and no permit to begin business shall 
be issued to any such corporation by the Comp- 
troller of the Currency until there shall have been 
filed with him a certificate signed by the president 
or treasurer and by individuals comprising a ma- 
jority of the board of directors of such corpora- 
tion showing that at least 50 per centum of the 
authorized capital stock of such corporation has 
been paid in in cash; and the remainder of the 
capital stock of such corporation shall be paid in 
installments of at least 10 per centum each on the 
whole amount of the capital, and the entire author- 
ized capital stock shall be paid in within six 
months from the date upon which such corpora- 
tion shall be authorized by the Comptroller of the 
Currency to commence business. The payment of 
each installment shall be certified to the Comp- 
troller of the Currency under oath by the presi- 
dent or cashier of such corporation. 

(b) The capital stock of any such corporation 
may be increased at any time with the approval 
of the Comptroller of the Currency by a vote of 
two-thirds of the holders of its issued and out- 
standing capital stock, or by written consent of 
all of its shareholders without a meeting and with- 
out a formal vote; and may be reduced in like 
manner: Provided, That in no event shall such 
capital stock be reduced to an amount less than 
one-tenth of its then outstanding indebtedness, 
direct or contingent, or to an amount less than 
$250,000, nor without at the same time reducing 
proportionately outstanding liabilities. No Na- 
tional Agricultural Credit Corporation, except as 
herein provided, shall withdraw or permit to be 
withdrawn, either in the form of dividends or. 
otherwise, any portion of its paid in capital, and 
section 5204 of the Revised Statutes, prohibiting 
the payment of unearned dividends or the with- 
drawal of capital of national banks, shall be held 
to apply to National Agricultural Credit Corpora- 
tions. 

(c) The provisions and limitations contained in 
section 5139 of the Revised Statutes, relative to 
transfer of the shares of the capital stock of na- 
tional banks, shall apply to National Agricultural 
Credit Corporations. 

(d) Whenever any shareholder of his assign 
fails, upon demand of the Comptroller of the Cur- 
rency, to pay his subscription or any part thereof 
on stock of any National Agricultural Credit Cor- 
poration subscribed to by him, the directors of the 
corporation, after 15 days’ notice, shall proceed 
in the manner prescribed by section 5141 of the 
Revised Statutes for the collection of unpaid sub- 
scriptions to stock of national banks. 

(e) Section 5144 of the Revised Statutes, which 
relates to the right of shareholders of National 
banks to vote by proxy, shall be held to apply to 
shareholders of National Agricultural Credit Cor- 
porations. 

REDISCOUNT CORPORATIONS 

Sec. 207. (a) That National Agricultural Cred- 
it Corporations having an authorized capital stock 
of $1,000,000 or over may be organized under the 
provisions of this title, to exercise all the powers 
enumerated in section 203, except that in lieu 
of the powers conferred in paragraphs (1) and 
(2) of sub-division (a) of such section, such cor- 
porations shall have powers,— 

(1) Upon the indorsement of any National Agri- 
cultural Credit Corporation, or of any bank or 
trust company which is a member of the Federal 
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Reserve System, to rediscount for such corpora- 
tion, bank, or trust company, notes, drafts, bills 
of exchange, and acceptances, which conform to 
the requirements of paragraps (1) and (2) of sub- 
division (a) of section 203. Such indorsement 
shall be deemed to be a waiver of demand notice 
and protest by such corporation as to its own in- 
dorsement exclusively. 

(2) To discount or purchase notes, drafts, or 
bills of exchange issued or drawn by cooperative 
associations of producers of agricultural products, 
provided such notes, drafts, or bills of exchange 
are secured at the time of discount or purchase 
by warehouse receipts or other like documents 
conveying or securing title to nonperishable and 
readily marketable agricultural products, and have 
a maturity at the time of discount or purchase 
not exceeding nine months. 

(3) To sell or negotiate with or without re- 
course any note, draft, or bill of exchange dis- 
counted or purchased hereunder. 

(b) National Agricultural Credit Corporations 
organized under the provisions of this section, 
shall not be subject to the limitations contained in 
section 204, but the Comptroller of the Currency 
may, by general regulations, from time to time 
prescribe the amount of indebtedness, direct or 
contingent, which such corporations may incur, 
and the aggregate amount of paper of different 
types which such corporations may rediscount for 
any one corporation. 

(c) Corporations with powers limited, as pro- 
vided in this section, shall not be subject to the 
requirements as to deposit of bonds or other 
obligations of the United States, as provided in 
section 208 of this title. 

PERMIT TO BEGIN BUSINESS 

Sec. 208. (a) That no National Agricultural 
Credit Corporation, except corporations with 
powers limited as provided in section 207, shall 
commence business until it has deposited with the 
Federal Reserve bank of the district wherein it has 
its place of business, bonds or other obligations of 
the United States in an aggregate face amount at 
least 25 per centum of its paid in capital stock. 
Each such corporation shall at all times keep on 
deposit with such Federal Reserve bank an amount 
of such bonds or other obligations of the United 
States at least equal in face value to 7% per 
centum of the aggregate indebtednes of such cor- 
poration, direct or contingent, said amount to in- 
clude the 25 per centum deposited as hereinbefore 
by this section provided. Except as hereinafter 
provided, such bonds or other obligations shall be 
held by such Federal Reserve bank, subject to the 
direction and control of the Comptroller of the 
Currency, in trust for the equal and pro rata pro- 
tection and benefit of all holders of notes, deben- 
tures, drafts, bills of exchange, or acceptances upon 
which such corporation may be directly or con- 
tingently liable. Upon receipt of proper evidence 
that the amount of such bonds or other obligations 
of the United States so deposited exceeds 7% per 
centum of such aggregate indebtedness, the Comp- 
troller of the Currency may release such excess, 
provided that the amount remaining on deposit 
shall in no event be reduced below 25 per centum 
of the paid in capital stock of such corporation. 
Under such regulations as the Comptroller of the 
Currency may prescribe, a Federal Reserve bank 
may, upon request of the corporation which de- 
posited the same, sell any such bonds or obliga- 
tions for account of such corporation, and permit 
such corporation to use the proceeds thereof for 
the protection or preservation of any property 
pledged or mortgaged as security for obligations 
owned or indorsed by the corporation. If by 
reason of such sale the face amount of such bonds 
or other obligations of the United States remaining 
on deposit with such Federal Reserve bank shall 
be less than 7% per centum of such aggregate 
indebtedness of the corporation, no further ad- 
vances shall be made, or notes, drafts, or bills of 
exchange discounted, rediscounted, accepted, or 
purchased, by such corporation until sufficient addi- 
tional bonds or other obligations of the United 
States have been deposited to make good the de- 
ficiency. 

(b) In determining whether to grant permis- 
sion to do business to any National Agricultural 
Credit Corporation, the Comproller of the Cur- 
rency shall take into account the extent to which 
the laws of the State or States in which the cor- 
poration will do business afford adequate protec- 
tion to advances made upon the security of ware- 
house receipts covering agricultural commodities 
or chattel mortgages upon live stock with respect 
to (1) bonding, licensing, and inspection of ware- 
houses; (2) recordation of chattel mortgages or 
deeds of trust on live stock; (3) recordation of 
brands or other identifying marks on live stock; 
(4) reporting and recording of interstate ship- 
ments and slaughter of live stock; and (5) right 
of mortgagee to release a portion of the mortgaged 
property without prejudice to the priority of lien 
as against junior lienors or other creditors of the 
mortgagor. 

MISCELLANEOUS ADMINISTRATIVE PROVISIONS 

Sec. 209. (a) That all National Agricultural 
Credit Corporations shall be under the supervision 
of the Comptroller of the Currency, who shall be 
charged with the execution of all laws of the 
United States relating to the organization, regula- 
tion, and control of such corporations. The Comp- 
troller of the Currency shall exercise the same 
general power of supervision over such corpora- 
tions as he now exercises over national banks 
organized under the laws of the United States. 

(b) In addition to the two Deputy Comptrollers 
of the Currency now provided for by law, there 
shall be in the Bureau of the Comptroller of the 
Currency a third Deputy Comptroller of the Cur- 
rency who shall be appointed in the same manner 
and shall take a like oath of office and give a like 
bond as the Deputy Comptroller now provided for 
by law. Under the direction of the Comptroller 
of the Currency, such additional Deputy Comp- 
troller shall have charge of the administration of 
the provisions of this title relating to the organi- 
zation and operation of National Agricultural 
Credit Corporations and shall perform such other 
duties as shall be assigned to him by the Comp- 
troller of the Currency. The Comptroller of the 
Currency is hereby authorized to employ such 
additional examiners, clerks, and other employees 
as he deems necessary to carry out the provisions 
of this title and to assign to duty in the office 
of his bureau in Washington such examiners and 
assistant examiners as he shall deem necessary to 
assist in the performance of the work of that 
bureau. The salaries of the Deputy Comptrollers 
of the Currency and of such additional examiners, 
assistant examiners, clerks, and other employees 
shall be fixed in advance by the Comptroller of the 
Currency. The salaries of the two Deputy Comp- 
trollers now provided for by law and of all 
National bank examiners and assistant examiners 
assigned to duty in the office of the bureau in 
Washington in connection with the supervision of 
National banks shall be considered part of the 
expenses of the examinations provided for by sec- 
tion 5240 of the Revised Statutes, as amended; 
and the salaries of such additional Deputy Comp- 
troller and of all examiners, assistant examiners, 
clerks, and other employees appointed under the 
terms of this title and assigned to duty in con- 
nection with the administration of this title shall 
be considered part of the expenses of the adminis- 
tration of this title: Provided, however, That the 
salary of the additional Deputy Comptroller pro- 
vided for by this sub-division shall be considered 
partly an expense of the administration of this 
title in proportions to be determined from time to 
time by the Comptroller of the Currency with a 
view to a fair apportionment of such expense, until 
Such time as it shall be necessary for such addi- 
tional Deputy Comptroller to give his full time to 
the administration of this title. The Comptroller 
of the Currency shall have power to levy semi- 
annually upon the National Agricultural Credit 
Corporations operating under the provisions of 
this title, in proportion to their total assets, an 
assessment sufficient to pay the expenses of the 
administration of this title for the ensuing half 
year, together with any deficit carried forward 
from the preceding half year. Each such corpora- 
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tion shall pay the amount so assessed against it 
to the Treasurer of the United States subject to 
the order of the Comptroller of the Currency to 
be disbursed by the Comptroller in payment of 
expenses incurred in the administration of this 
title. 

(c) The Comptroller of the Currency shall have 
power to appoint and fix the compensation of ex- 
aminers to examine National Agricultural Credit 
Corporations or to use National bank examiners 
for this purpose. All examiners appointed by him 
shall be subject to existing provisions of law re- 
lating to National bank examiners and to the pro- 
visions of the Federal Reserve Act which prohibit 
National bank examiners from performing any ser- 
vice for compensation for any bank officer and 
from disclosing the names of borrowers or the 
collateral for loans without obtaining the written 
consent of the Comptroller of the Currency, and 
such provisions shall be held to apply to exam- 
iners appointed to examine corporations organized 

under the provisions of this title. 

(d) The expense of all of the examinations of 
National Agricultural Credit Corporations shall be 
assessed by the Comptroller of the Currency upon 
the corporations examined in proportion to assets 
or resources held by the corporations upon the 
dates of examination of the various corporations: 
Provided, That a minimum charge of $50 shall be 
made for each such examination. 

(e) The provisions of the Federal Reserve Act 
which prohibit any member bank from making 
loans or granting a gratuity to any National bank 
examiner shall be applicable to National Agricul- 
tural Credit Corporations. 

(f{) National Agricultural Credit Corporations 
shall be required to make reports to the Comp- 
troller of the Currency at the time and in the 
manner required by sections 5211 and 5212 of the 
Revised Statutes, and shall be subject to the pro- 
visions, so far as the same may be held by said 
Comptroller to be applicable, of section 5213 of 
the Revised Statutes. 

(zg) The Secretary of Agriculture may issue a 
license to any person, upon presentation to him 
of satisfactory evidence that such person is com- 
petent to inspect live stock as a basis for loans. 
The Secretary of Agriculture may suspend or re- 
voke any license issued by him under this sub- 
division whenever, after opportunity for hearing 
has been given to the licensee, the Secretary shall 
determine that such licensee is incompetent, or has 
knowingly or carelessly made false or erroneous 
inspection reports with respect to any live stock, 
or has accepted any money or other consideration, 
directly or indirectly, for any neglect or improper 
performance of duty, or has in any other manner 
shown himself to be unfit to act as a live-stock 
inspector. Pending investigation, the Secretary of 
Agriculture, whenever he deems it necessary, may 
suspend a license temporarily without a hearing. 
It shall be unlawful for any person other than a 
holder of a license duly issued under this sub- 
division, or any person whose license has been 
suspended or revoked under the terms of this sub- 
division, to represent that he is a Federally licensed 
livestock inspector, and any violation of this pro- 
vision shall be punishable by a fine of not more 
than $1,000, or by imprisonment for not more 
than one year or both. 

(h) Any inspector licensed under the provisions 
of sub-divisions (g) who makes any statement in 
any inspection report or to any person for the 
purpose of obtaining for himself, or any other 
person, any advance on the security of the live 
stock inspected, knowing the same to be false, or 
who wilfully overvalues any security by which an 
advance is secured, shall be punishable by a fine 
of not more than $5,000, or by imprisonment for 
not more than five years, or both. 

(i) The Comptroller of the Currency shall allot 
to the Department of Agriculture from time to 
time such sums as may be estimated to be neces- 
sary for the administration of the functions vested 
in that department by this title, and may ratably 
assess the same from time to time against Na- 
tional Agricultural Credit Corporations. 

BANKS MEMBERS OF THE FEDERAL RESERVE SYSTEM 

MAY BECOME STOCK HOLDERS 

Sec. 210. That any member bank of the Fed- 
eral Reserve system may file application with the 
Comptroller of the Currency for permission, to 
invest an amount not exceeding in the aggregate 
10 per centum of its paid in capital stock and sur- 
plus in the stock of one or more of the National 
Agricultural Credit Corporations, and upon ap- 
proval of such application may purchase such 
stock. The Comptroller of the Currency shall 
have discretion to approve or reject such applica- 
tion in whole or in part. 

TAXATION 

Sec. 211. That taxation by a State of the shares 
in National Agricultural Credit Corporations, or 
of dividends derived therefrom, or of the income 
of said corporations, or real estate owned by them, 
shall be such only as is or may be authorized 
by law in the case of National banking associa- 
tions; and taxation by a State of the debentures 
or other obligations of such corporations shall not 
be at a higher rate than the rate applicable to 
other moneyed capital in the hands of individual 
citizens thereof. 

DEPOSITS 

Sec. 212. That the moneys of National Agri- 
cultural Credit Corporations may be kept on de- 
posit subject to check in any member bank of the 
Federal Reserve system. 

CONVERSION OF CORPORATIONS 

SEC. 21320 (a) bhate atly,  agrictitutraleometive- 
stock financing corporation incorporated by special 
law of any State or organized under the general 
laws of any State and having an unimpaired capi- 
tal sufficient to entitle it to become a National 
Agricultural Credit Corporation may, by the vote 
of the shareholders owning not less than 51 per 
centum of the capital stock of such corporation, 
with the approval. of the Comptroller of the Cur- 
rency, be converted into a National Agricultural 
Credit Corporation under this title, with any name 
approved by the Comptroller of the Currency: 
Provided, That the said conversion shall not be 
in contravention of the State law. 

(b) In such case the articles of association and 
organization certificate may be executed by a ma- 
jority of the directors of the corporation, and the 
certificate shali declare that the owners of 51 per 
centum of the capital stock have authorized the 
directors to make such certificate and to change or 
convert the corporation into a National Agricul- 
tural Credit Corporation. A majority of the direc- 
tors, after executing the articles of association and 
the organization certificate, shall have power to 
execute all other papers and to do whatever may 
be required to make its organization perfect and 
complete as a National Agricultural Credit Cor- 
poration. The shares of any such corporation 
may continue to be for the same amount each as 
they were before the conversion, and the directors 
may continue to be directors of the corporation 
until others are elected or appointed. 

(c) When the Comptroller of the Currency has 
given to such corporation a certificate that the 
provisions of this title have been complied with, 
such corporation, and all its stockhoiders, owners, 
and employees, shall have the same powers and 
privileges and shall be subject to the same duties, 
liabilities, and regulations, in all respects, as shall 
have been prescribed by this title for corporations 
originally organized as National Agricultural Cred- 
it Corporations. 

CONSOLIDATION OF CORPORATIONS 

Sec. 214. (a) That any two or more National 
Agricultural Credit Corporations, with the ap- 
proval -of the Comptroller of the Currency, may 
consolidate into one corporation under the charter 
of either or any of the existing corporations on 
such terms and conditions as may be lawfully 
agreed upon by a majority of the board of direc- 
tors of each corporation proposing to consolidate, 
such agreement to be ratified and confirmed by 
the affirmative vote of the shareholders of each 
of such corporations owning at least two-thirds 
of its capital stock outstanding, at a meeting to 
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be held on the call of the directors after pub- 
lishing notice of the time, place, and object of 
the meeting for four consecutive weeks in some 
newspaper published in the place where the said 
corporation is located, and if no newspaper is 
published in the place then in a paper published 
nearest thereto, and after sending such notice to 
each shareholder of record by registered mail at 
least ten days prior to said meeting: Provided, 
That the capital stock of such consolidated cor- 
poration shall not be less than $250,000 paid in 
if the corporations consolidated are organized to 
exercise the powers covered by section 203, or 
less than $1,000,000 paid in if the corporations 
consolidated are those organized under section 207. 

(b) When such consolidation shall have been 
effected and approved by the Comptroller of the 
Currency any shareholder of either of the _cor- 
porations so consolidated who has not voted for 
such consolidation may give notice to the board 
of directors of the corporation in which he is 
interested, within 20 days from the date of the 
certificate of appsoval of the ‘Comptroller of the 
Currency, that he dissents from the plan of con- 
solidation as adopted and approved, whereupon he 
shall be entitled to receive the value of the shares 
so held by him, to be ascertained by an appraisal 
made by a committee of three persons, one to be 
selected by the shareholder, one by the directors, 
and the third by the two so chosen; and in case 
the value so affixed shall not be satisfactory to the 
shareholder, he may within five days after being 
notified of the appraisal appeal to the Comptroller 
of the Currency, who shall cause a reappraisal to 
be made, which shall be final and binding and if 
said reappraisal shall exceed the value affixed by 
said committee, the corporation shall pay the ex- 
pense of the reappraisal, otherwise the appellant 
shall pay said expense; and the value so ascer- 
tained and determined shall be deemed to be a 
debt due and be forthwith paid to said share- 
holder by said corporation, and the shares so paid 
shall be surrendered and after due notice sold at 
public auction within 30 days after the final ap- 
praisement provided for by this title. 

(c) Where corporations consolidate under the 
provisions of this title, all of the rights, franchises, 
and interest of said corporations shall be consoli- 
dated in and to every species of property, personal 
and mixed, and chosen in action thereto belonging, 
and shall be deemed to be transferred to and 
vested in the corporation into which it is consoli- 
dated without any deed or other transfer, and the 
said consolidated corporation shall hold and enjoy 
the same and all rights of property, franchises, 
and interest, in the same manner and to the same 
extent as they were held and enjoyed by the 
corporations so consolidated therewith. 

INSOLVENCY RECEIVERSHIP, AND LIQUIDATION 

SEc. 215. (a) That whenever any National 
Agricultural Credit Corporation shall be dissolved 
and its rights, privileges, and franchises declared 
forfeited as prescribed in the preceding section, or 
whenever any creditor of any such corporation 
shall have obtained a judgment against it in any 
court of record and made application accompanied 
by a certificate from the clerk of the court, stat- 
ing that such judgment has been rendered and has 
remained unpaid for the space of 30 days or 
whenever the Comptroller of the Currency shall 
become satisfied of the insolvency of such corpora- 
tion, he may, after due examination of its affairs 
in either case, appoint a receiver who shall pro- 
ceed to wind up the affairs of such corporation. 
The receiver so appointed shall exercise the powers 
and be subject to the restrictions of receivers of 
National banks; and the Comptroller of the Cur- 
rency shall have the same powers and duties in 
connection with the administration of such re- 
ceivership as he has in reference to the receiver- 
ship of National banks. 

(b) Shareholders’ agents for shareholders of 
National Agricultural Credit Corporations may be 
appointed in the manner prescribed by section 3 
of the Act of June 30, 1876, as amended, and 
shall have the same general powers and duties 
and be subject to the same restrictions as share- 
holders’ agents of a National bank. 
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(c) Any National Agricultural Credit Corpora- 
tion may go into liquidation and be closed by the 
vote of its shareholders owning two-thirds of its 
stock. Whenever a vote is taken to go into liqui- 
dation it shall be the duty of the board of direc- 
tors to cause notice of this fact to be certified 
under the seal of the corporation by its president 
or cashier to the Comptroller of the Currency 
and publication thereof to be made for a period 
of two months in a newspaper published in the 
city or town in which the corporation is located, 
or if no newspaper is there published, in the news- 
paper published nearest thereto, that the corpora- 
tion is closing up its affairs and notifying the 
creditors to present their claims against the cor- 
poration for payment. All such claims shall be 
presented to and approved by a liquidating agent 
to be appointed by the board of directors of such 
corporation, with the approval of the Comptroller 
of the Currency, and the affairs of such corpora- 
tion shal be liquidated by such agent and under 
the supervision of the Comptroller of the Cur- 
rency. 

PENALTY PROVISIONS 

SEc. 216. (a) That any officer, director, agent, 
or employee of a National Agricultural Credit 
Corporation who embezzles, abstracts, purloins, or 
wilfully misapplies any of the moneys, funds, or 
credits of such corporation, or who, without 
authority from the directors, draws any order or 
bill of exchange, makes any acceptance, issues, 
puts forth, or assigns any note, debenture, bond, 
draft, bill of exchange, mortgage, judgment, or 
decree, or who makes any false entry in any book, 
report, or statement of such corporation with in- 
tent in any case to injure or defraud such cor- 
poration or any other company or person, or to 
deceive any officer of such corporation or the 
Comptroller of the Currency, or any agent or ex- 
aminer appointed to examine the affairs of such 
corporation; and every receiver of such corpora- 
tion) who with like intent to defraud or injure 
embezzles, abstracts, purloins, or wilfully mis- 
applies any of the moneys, funds, or assets of the 
corporaiton, and every person who with like in- 
tent aids or abets any officer, director, agent, em- 
ployee, or receiver in any violation of this section 
shall be deemed guilty of a misdemeanor, and upon 
conviction in any district court of the United 
States, shall be fined not more than $5,000, or shall 
be imprisoned for not more than five years, or 
both, at the discretion of the court. 

(b) Whoever makes any statement, knowing it 
to be false, for the purpose of obtaining for him- 
self or for any other person, firm, corporation, or 
association any advance, or extension or renewal 
of an advance, or any release or substitution of 
security, from a National Agricultural Credit Cor- 
poration, or for the purpose of influencing in any 
other way the action of such corporation, shall be 
punished by a fine of not more than $10,000 or by 
imprisonment for not more than five years, or both. 

(c) Whoever wilfully overvalues any property 
offered as security for any such advance shall be 
punished by ‘a fine of not more than $5,000, or 
HY nee kea g for not more than two years, or 
oth. 

(d) Any examiner appointed under this title 
who shall accept a loan or gratuity from any 
organization examined by him, or from any per- 
son connected with any such organization in any 
capacity, or who shall disclose the names of bor- 
rowers to other than the proper officers of such 
organization, without first having obtained ex- 
pressed permission in writing from the Comptroller 
of the Currency or from the board of directors of 
such organization, except when ordered to do so by 
a court of competent jurisdiction or by direction 
of the Congress of the United States or of either 
House thereof, or any committee of Congress or 
of either House duly authorized, shall be pun- 
ished by a fine of not exceeding $5,000 or by im- 
prisonment of not exceeding one year, or both, 
and may be fined a further sum equal to the 
money so loaned or gratuity given, and shall for- 
ever thereafter be disqualified from holding office 
as an examiner under the provisions of this title. 
No examiner while holding such office shall per- 
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form any other service for compensation for any 
bank or banking or loan association or for any 
person connected therewith in any capacity. 

(e) Whoever, being an officer, director, em- 
ployee, agent or attorney of a National Agricul- 
tural Credit Corporation stipulates for or receives 
or consents or agrees to receive any fee, commis- 
sion, gift, or thing of value from any person, firm, 
or corporation for procuring or endeavoring to 
procure for such person, firm, or corporation, or 
for any other person, firm, or corporation any loan 
from any such corporation or extension or renewal 
of loan or substitution of security, or the purchase 
or discount or acceptance of any paper, note, draft, 
check, or bill of exchange by any such corporation, 
shall be deemed guilty of a misdemeanor and upon 
conviction, shall be imprisoned for not more than 
one year or fined not more than $5,000, or both. 

(£) Any person who shall falsely make, forge, 
or counterfeit, or cause or procure to be falsely 
made, forged, or counterfeited, or willingly aid 
or assist in falsely making, forging, or counter- 
feiting any debentures, coupons, or other obliga- 
tions in imitation of or purporting to be an imi- 
tation of the debentures, coupons, or other obli- 
gations issued by any National Agricultural Credit 
Corporation, and any person who shall pass, utter, 
or publish or attempt to pass, utter, or publish 
any false, forged, or counterfeited debenture, cou- 
pon, and other obligation purporting to be issued 
by any such corporation knowing the same to be 
falsely made, forged, or counterfeited, and any 
person who shall falsely alter or cause or pro- 
cure to be falsely altered, or shall willingly aid or 
assist in falsely altering any such debenture, cou- 
pon, or other obligations, or who shall pass, utter, 
or publish as true any falsely altered or spurious 
debenture, coupon, or other obligation issued or 
purporting to have been issued by any such cor- 
poration knowing the same to be falsely altered 
or spurious shall be punished by a fine of not 
exceeding $5,000 or by imprisonment not to exceed 
five years, or both. 

(g) Any person who shall deceive, defraud, or 
impose upon or who shall attempt to deceive, de- 
fraud, or impose upon any person, partnership, 
corporation, or association by making any false 
pretense or representafion concerning the character, 
issue, security, contents, conditions, or terms of 
any debenture, coupon, or other obligation issued 
under the terms of this title, shall be fined not 
exceeding $500, or imprisoned not to exceed one 
year, or both. 

(h) All corporations not organized under the 
provisions of this title are prohibited from using 
the words ‘National Agricultural Credit Corpora- 
tion’? as part of their corporate name, and any 
violation of this prohibition shall subject the party 
charged therewith to a civil penalty of $50 for each 
day during which the violation continues. 

RESERVATION OF RIGHT TO AMEND 

Sec. 217. That the right to amend, alter, or 
repeal the provisions of this title is hereby ex- 
pressly reserved. 

TITLE IIJ].—AMENDMENTS TO FEDERAL 
FARM LOAN ACT 

Sec. 301. That the second paragraph of section 
3 of the Federal Farm Loan Act is amended to 
read as follows: 

“Said Federal Farm Loan Board shall consist 
of seven members, including the Secretary of the 
Treasury, who shall be a member and chairman ex 
officio, and six members to be appointed by the 
President of the United States, by and with the 
advice and consent of the Senate. Of the six 
members to be appointed by the President, not 
more than three shall be appointed from one poli- 
tical party, and all six of said members shall be 
citizens of the United States and shall devote their 
entire time to the business of the Federal Farm 
Loan Board; they shall receive an annual salary 
of $10,000 payable monthly, together with actual 
necessary traveling expenses. One of the addi- 
tional members of the Federal Farm Loan Board, 
hereby provided for, shall be appointed for a term 
expiring August 6, 1929, and one for a term ex- 
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piring August 6, 1931, and thereafter the terms 
of all members of the Federal Farm Loan Board 
shall be as in this section otherwise provided for.” 

Sec. 302. That the eighth paragraph of section 
3 of the Federal Farm Loan Act is amended and 
divided into three paragraphs to read as follows: 

“The salaries and expenses of the Federal Farm 
Loan Board and farm loan registrars and examin- 
ers authorized under this section shall, after June 
30, 1923, be paid by the Federal and joint-stock 
land banks in proportion to their gross assets, as 
follows: 

“The Federal Farm Loan Board shall, prior to 
June 30, 1923, and each six months thereafter, esti- 
mate the expenses and salaries of the Federal Farm 
Loan Board, its officers and employees, farm loan 
registrars, deputy registrars, the examiners and 
reviewing appraisers, and apportion the same among 
the Federal and joint-stock land banks in propor- 
tion to their gross assets at the time of such appor- 
tionment and make an assessment upon each of 
such banks pursuant to such apportionment, pay- 
able on the Ist of July or January next ensuing. 
The funds collected pursuant to such assessments 
shall be deposited with the Treasurer of the United 
States to be disbursed in payment of such salaries 
and expenses on appropriations duly made by Con- 
gress for such purpose. 

“Tf any deficiency shall occur in such fund dur- 
ing the half-year period for which it was estimated, 
the Federal Farm [Loan Board shall have author- 
ity to make immediate assessment covering such 
deficiency against the Federal and joint-stock land 
banks upon the same basis as the original assess- 
ment. If at the end of the six months’ period 
there shall remain a surplus in such fund, it shall 
be deducted from the estimated expenses of the 
next ensuing six months’ period when assessment 
is made for such period. Land bank appraisers 
shall receive such compensation as the Federal 
Farm Loan Board shall fix and shall be paid by 
the Federal land banks and the joint-stock land 
banks which they serve in such proportion and in 
such manner as the Federal Farm Loan Board 
shall order.’’ 

Sec. 303. That the second paragraph of section 
4 of the Federal Farm Loan Act is amended to 
read as follows: 

“The Federal Farm Loan Board shall establish 
in each Federal land bank district a Federal land 
bank, with its principal office located in such city 
within the district as said board shall designate. 
Each Federal land bank shall include in its title 
the name of the city in which it is located. Sub- 
ject to the approval of the Federal Farm Loan 
Board, any Federal land bank may establish 
branches within the land bank district. Subject 
to the approval of the Federal Farm Loan Board 
and under such conditions as it may prescribe, the 
provisions of this Act are extended to the island 
of Porto Rico and the Territory of Alaska; and 
the Federal Farm Loan Board shall designate a 
Federal land bank which is hereby authorized to 
establish a branch bank in Porto Rico, and a 
Federal land bank which is hereby authorized to 
establish a branch bank in the Territory of Alaska. 
Loans made by each such branch bank shall not 
exceed the sum of $10,000 to any one borrower 
and shall be subject to the restrictions and pro- 
visions of this Act, except that each such branch 
bank may loan direct to borrowers, and subject 
to such regulations as the Federal Farm Loan 
Board may prescribe, the rate charged borrowers 
may be 1% per centum in excess of the rate 
borne by the last preceding issue of farm loan 
bonds of the Federal land bank with which such 
branch bank is connected: Provided, That no loan 
shall be made in Porto Rico or Alaska by such 
branch bank for a longer term than 20 years.” 

Sec. 304. That the twentieth to twenty-fifth 
paragraphs, inclusive, of section 4 of the Federal 
Farm Loan Act are amended to read as follows: 

“The board of directors of every Federal land 
bank shall be selected as hereinafter specified and 
shall consist of seven members. Three of said 
directors shall be known as local directors and shall 
be chosen by and be representative of national 
farm-loan associations, and borrowers through 
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agencies; three shall be known as district directors 
and shall be appointed by the Federal Farm Loan 
Board and represent the public interest. The 
term of office of local and district directors shall 
be three years. 

“Within 30 days from the date of passage of the 
Agricultural Credits Act of 1923 and thereafter, 
at least two months before each election, the Fed- 
eral Farm Loan Board shall divide each land bank 
district into three divisions, as nearly equal as 
possible, according to number of borrowers and 
the voting strength of national farm-loan associa- 
tions and borrowers through agencies, and the 
Farm Loan Commissioner shall thereupon notify 
each association and agency in writing that an 
election is to be held for one local director from 
each of said divisions and requesting each associa- 
tion and agency to nominate one candidate for each 
division. Within ten days of receipt of such notice 
each national farm-loan association and borrower 
through agencies shall forward nominations of resi- 
dents of their respective divisions for one director 
for such division to said Farm Loan Commissioner. 
The Farm Loan Commissioner shall then prepare 
a list of candidates for local directors, consisting 
of the ten persons receiving the highest number of 
votes from national farm-loan associations and bor- 
rowers through agencies for each division. 

“At least one month before said election the 
Farm Loan Commissioner shall mail to each na- 
tional farm-loan association and to each borrower 
through agencies the list of candidates for their 
respective divisions. The directors of each nation- 
al farm-loan association shall cast the vote of said 
association for one of the candidates on said list 
and shall forward said vote to the said Farm Loan 
Commissioner within ten days after said list of 
candidates is received. In voting under this sec- 
tion each association shall be entitled to cast a 
number of votes equal to the total voting strength 
of the stockholders in association meetings, and 
each borrower through agencies shall be entitled to 
cast one vote for each share of stock held by 
him in the Federal land bank not exceeding twenty 
shares, and shall forward said vote to the said 
Farm Loan Commissioner within ten days after 
said list of candidates is received. The candidate 
receiving the highest number of votes in his divi- 
sion shall be declared elected as local director of 
the Federal land bank district from his division. 
In case of a tie, the Farm Loan Commissioner 
shall determine the choice. The nominations from 
which the list of candidates is prepared, and the 
votes of the respective associations and borrowers 
through agencies for such candidates, as counted, 
shall be tabulated and preserved, subject to exam- 
ination by any candidate, for at least one year after 
the result of the election is announced. 

“The Federal Farm Loan Board shall desig- 
nate one of the district directors to serve until 
December 31, 1924, one to serve till December 31, 
1925, and one to serve till December 31, 1926. 
After their first appointment each district direc- 
tor shall be appointed for a term of three years. 
At the first regular meeting of the board of di- 
rectors of each Federal land bank the local 
directors shall designate one of their members to 
serve till December 31, 1924, one to serve till 
December 31, 1925, and one to serve till Decem- 
ber 31, 1926. There after each local director 
Shall be chosen as hereinbefore provided and shall 
hold office for a term of three years. Any va- 
cancies that may occur in the board of directors 
shall be filled for the unexpired term in the man- 
ner provided herein for the original selection of 
such directors. At the same time that the associa- 
tions and borrowers through agencies nominate the 
candidates for the local directors, each associa- 
tion and each borrower through agencies shall also 
nominate one candidate for director at large for 
the entire district, and from the three persons 
having the greatest number of votes for nominee 
for director at large, the Federal Farm Loan 
Board shall select a director at large, whose term 
of office shall terminate on the 3lst day of De- 
cember, 1925, and every three years thereafter. 
Such seventh director may be removed by the Fed- 
eral Farm Loan Board for neglect of duty, inca- 
pacity for the work, or malfeasance in office, 

after charges duly preferred and a hearing had 
thereon, and in such cases the associations of the 
district shall in like manner nominate candidates 
for another director at large, to fill the vacancy, 
for whom the Federal Farm Loan Board shall in 
same manner select a successor, but any person 
who is removed can not be nominated to succeed 
himself. The board qf directors thus selected shall, 
upon qualification, immediately take over the man- 
agement of each bank. 

“Directors of Federal land banks shall have 
been, for at least two years, residents of the dis- 
trict for which they are appointed or elected, and 
a local director shall be a resident of his division 
when elected. No district director of a Federal 
land bank shall, during his continuance in office, 
act as an officer, director, or employee of any 
other institution, association, or partnership en- 
gaged in banking or in the business of making 
or selling land-mortgage loans. 

“Directors of the Federal land bank shall re- 
ceive, in addition to any compensation otherwise 
provided, a reasonable allowance for necessary ex- 
penses in attending meetings of their boards, to 
be paid by the respective Federal land banks. Any 
compensation that may be provided by boards of 
directors of the Federal land banks ior directors, 
officers, or employees shall be subject to the ap- 
proval of the Federal Farm Loan Board.’’ 

Sec. 305. That the fourth paragraph of section 
7 of the Federal Farm Loan Act is amended by 
adding thereto the following: ‘‘No such secre- 
tary-treasurer shall engage in the making of land 
mortgage loans eligible at a Federal land bank 
through or for any other land mortgage company 
or agency, and the making of any such loan by 
any secretary-treasurer shall forthwith work a 
forfeiture of his office.’’ 

Sec. 306. That subdivision (d) of paragraph 
“Fourth” of section 12 of the Federal Farm Loan 
Act is amended to read as follows: 

“(d) To liquidate indebtedness of the owner of 
the land mortgaged incurred for agricultural pur- 
poses. or incurred prior to January 1, 1922.” 

Sec. 307. That paragraph ‘“‘Seventh” of section 
12 of the Federal Farm Loan Act is amended to 
read as follows: 

“Seventh. The amount of loans to any one bor- 
rower shall in no case exceed a maximum of $25,- 
000, nor shall any one loan be for a less sum 
than $100, but preference shall be given to appli- 
cations for loans of $10,000 and under. 

Sec. 308. That section 21 of the Federal Farm 
Loan Act is amended by adding at the end there- 
of twelve new paragraphs to read as follows: 

“Whenever it shall appear desirable to issue 
consolidated bonds of the twelve Federal land 
banks and to sell them through a common selling 
agency, and the Federal land banks shall, by reso- 
lution, consent to the same, the banks may issue 
and sell said bonds as hereinafter provided. 

“Every bond so issued shall be signed by the 
Farm Loan Commissioner and attested by the 
secretary of the Federal Farm Loan Board, and 
their signatures may be either written or en- 
graved thereon and shall recite in the face of the 
bond the fact that it is the joint and several obli- 
gation of the twelve Federal land banks, and shall 
in all respects be governed by the provisions of 
pa Federal Farm Loan Act not inconsistent here- 
with, 

“The consolidated bonds issued under this pro- 
vision shall be made payable at any Federal land 
bank, and may be made payable at any Federal 
Reserve bank or banks designated in the face of 
the bond. 

“Each Federal land bank on whose behalf con- 
solidated bonds shall be issued under this provi- 
sion shall in all respects be bound by the act of 
the Farm Loan Commissioner and the secretary 
of the Federal Reserve bank or banks designated 
in the face of the bond. 
“Every Federal land bank, before participation 

in a consolidated issue, as herein provided, shall 
by appropriate action of its board of directors, 
duly recorded in its minutes, obligate itself to 
become liable on Federal farm loan bonds as pro- 
vided in this section, and be bound by the action 
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of the Farm Loan Commissioner and the secre- 
tary of the Federal Farm Loan Board in execut- 
ing the same. 

‘Every farm loan bond issued hereunder shall 
contain on the face thereof a certificate signed by 
the Farm Loan Commissioner to the effect that it 
is issued under the authority of Title I of the 
Federal Farm Loan Act, has the approval in form 
and issue of the Federal Farm Loan Board, and 
is legal and regular in all respects; that it is not 
taxable by National, State, municipal, or local 
authority ; that it is issued against collateral secur- 
ity consisting of obligations of the United States 
Government, or indorsed first mortgages on farm 
lands, at least equal in amount to the bonds issued; 
and that all Federal land banks are liable for the 
payment of each bond. 

“When any Federal land bank shall desire to 
participate in a consolidated issue of farm loan 
bonds it shall make application to the Federal 
Farm Loan Board for the approval on its behalf 
of such issue and tender to the registrar approved 
farm mortgages, or obligations of the United States 
Government, as security therefor, and no banks 
shall participate in such consolidated issue until 
such application has been approved by the Federal 
Farm Loan Board. Each bank shall pay when due, 
without notice, all bonds and coupons issued on 
its behalf hereunder. 

“If any Federal land bank shall fail to pay its 
proportion of _interest_or principal as herein pre- 
scribed, the Federal Farm Loan Board shall im- 
mediately call upon the other Federal land banks 
for the amount necessary to make said payment, 
the assessments to be made in proportion to the 
capital stock of each, which assessments shall be 
forthwith paid by said banks. 

“The presidents of the twelve Federal land banks 
shall constitute the bond committee of the Federal 
land banks and shall select a chairman from 
among their number. The vice president may act 
in place of the president on the president’s request 
or in case he fails to act. 

“When an issue of consolidated bonds is con- 
templated, the bond committee shall determine the 
amount of such issue, the rate of interest which 
it is to bear, and the participation of the several 
banks therein, and submit their recommendations 
to the Federal Farm Loan Board for approval. 
When approved by the Federal Farm Loan Board 
the bonds shall be executed by the Farm Loan 
Commissioner and the secretary of the Federal 
Farm Loan Board, as herein provided. 

“The expenses of the bond committee and of 
the sale of bonds shall be charged against the 
several land banks in proportion to their participa- 
tion in the proceeds. 

“The presidents of the Federal land banks shall 
receive no additional compensation for their serv- 
ices as members of the bond committee, but shall 
be paid necessary traveling expenses.” 

Sec. 309. That subdivisions (a) and (b) of the 
eighth paragraph of section 22 of the Federal 
Farm Loan Act are amended to read as follows: 

““(a) To pay off farm loan bonds issued by or 
in behalf of said bank as they mature. 

“(b) To purchase at or below par Federal farm 
loan bonds.’’ 

Sec. 310. That section 25 of the Federal Farm 
Loan Act is amended to read as follows: 

“Sec. 25. That if there shall be default under 
the terms of any indorsed first mortgage held by a 
Federal land bank under the provisions of this 
title, the National Farm Loan Association through 
which said mortgage was received by said Federal 
land bank shall be notified of said default. Said 
association may thereupon be required, within 30 
days after such notice, to make good such default, 
either by payment of the amount unpaid thereon 
in cash or by the substitution of an equal amount 
of Federal farm loan bonds, with all unmatured 
coupons attached.” 

Sec. 311. That section 29 of the Federal Farm 
Loan Act is amended by adding at the end there- 
of a new paragraph to read as follows: 

“Upon liquidation of any national farm loan 
association, the stock in the Federal land bank 
held by such association shall be canceled and the 
Federal land bank shall thereupon issue to the 

borrowers through such association an amount of 
stock in the Federal land bank equal to the 
amount of stock held by such borrowers in the 
liquidated association, such stock to be held by 
the bank as collateral to the loans of such bor- 
rowers and to be paid off and retired at par in 
the same manner as stock held by borrowers in 
farm loan associations, and the Federal land bank 
shall pay to the borrowers holding such stock 
the same dividends as are paid to National farm 
loan associations by such bank. The _ personal 
liability of the stockholders in such liquidated asso- 
ciation to the association shall survive such liqui- 
dation and shall be vested in the bank in that 
district, which may enforce the same as fully as 
the association could if in existence.”’ 

TITLE IV.—AMENDMENTS TO THE FED- 
ERAL RESERVE ACT 

Sec. 401. That the ninth paragraph of section 
9 of the Federal Reserve Act is amended to read 
as follows: 

“No applying bank shall be admitted to mem- 
bership in a Federal reserve bank unless (a) it 
possesses a paid-up, unimpaired capital sufficient to 
entitle it to become a National banking associa- 
tion in the place where it is situated under the 
provisions of the National Bank Act, or (b) it 
possesses a paid-up, unimpaired capital of at least 
60 per centum of the amount sufficient to entitle 
it to become a National banking association in the 
place where it is situated under the provisions of 
the National Bank Act and, under penalty of loss 
of membership complies with rules and regulations 
which the Federal Reserve Board shall prescribe 
fixing the time within which and the method by 
which the unimpaired capital of such bank shall 
be increased out of net income to equal the capi- 
tal which would have been required if such bank 
had been admitted to membership under the pro- 
visions of clause (a) of this paragraph: Provided, 
That every such rule or regulation shall require 
the applying bank to set aside annually not less 
than 20 per centum of its net income of the pre- 
ceding year as a fund exclusively applicable to 
such capital increase.’ 

Sec. 402. That the second paragraph of section 
13 of the Federal Reserve Act is amended and 
divided into two paragraphs to read as follows: 

“Upon the indorsement of any of its member 
banks, which shall be deemed a waiver of demand, 
notice and protest by such bank as to its own in- 
dorsement exclusively, any Federal Reserve bank 
may discount notes, drafts, and bills of exchange 
arising out of actual commercial transactions; that 
is, notes, drafts, and bills of exchange issued or 
drawn for agricultural, industrial, or commercial 
purposes, or the proceeds of which have been used, 
or are to be used, for such purposes, the Federal 
Reserve Board to have the right to determine or 
define the character of the paper thus eligible for 
discount, within the meaning of this Act. Noth- 
ing in this Act contained shall be construed to pro- 
hibit such notes, drafts, and bills of exchange, 
secured by staple agricultural products, or other 
goods, wares, or merchandise from being eligible 
for such discount, and the notes, drafts, and bills 
of exchange of factors issued as such making ad- 
vances exclusively to producers of staple agricul- 
tural products in their raw state shall be elegible 
for such discount; but such definition shall not in- 
clude notes, drafts, or bills covering merely in- 
vestments or issued or drawn for the purpose of 
carrying or trading in stocks, bonds, or other 
investment securities, except bonds and notes of 
the Government of the United States. Notes, 
drafts, and bills admitted to discount under the 
terms of this paragraph must have a maturity at 
the time of discount of not more than 90 days’ 
exclusive of grace. 

‘Upon the indorsement of any of its member 
banks, which shall be deemed a waiver of de- 
mand, notice, nad protest by such bank as to its 
own indorsement exclusively, and subject to regu- 
lations and limitations to be prescribed by the 
Federal Reserve Board, any Federal Reserve bank 
may discount or purchase bills of exchange pay- 
able at sight or on demand which are drawn to 
finance tbe domestic shipment or non-perishable, 

ns 
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readily marketable staple agricultural products and 
are secured by bills of lading or other shipping 
documents conveying or securing title to such 
staples: Provided, That all such bills of exchange 
shall be forwarded promptly for collection, and 
demand for payment shall be made with reasonable 
promptness after the arrival of such staples at 
their destination: Provided further, That no such 
bill shall in any event be held by or for the ac- 
count of a Federal Reserve bank for a period in 
excess of 90 days. In discounting such bills Fed- 
eral Reserve banks may compute the interest to be 
deducted on the basis of the estimated life of each 
bill and adjust the discount after payment of such 
bills to conform to the actual life thereof.’’ 

Sec. 403. That the fourth paragraph of section 
13 of the Federal Reserve Act is amended to read 
as follows: 

‘Any Federal Reserve bank may discount accept- 
ances of the kinds hereinafter described, which 
have a maturity at the time of discount of not 
more than 90 days’ sight, exclusive of days of 
grace, and which are tndorsed by at least one 
member bank: Provided, That such acceptances 
if drawn for an agricultural purpose and secured 
at the time of acceptance by warehouse receipts or 
other such documents conveying or securing title 
covering readily marketable staples may be dis- 
counted with a maturity at the time of discount 
of not more than six months’ sight exclusive of 
days of grace.” 

Sec. 404. That the Federal Reserve Act is 
amended by adding at the end of section 13 a 
new section to read as follows: 

“Sec. 13a. Upon the indorsement of any of its 
member banks, which shall be deemed a waiver 
of demand, notice, and protest by such bank as to 
its own indorsement exclusively, any Federal Re- 
serve bank may, subject to regulations and limita- 
tions to be prescribed by the Fedéral Reserve 
Board, discount notes, drafts, and bills of exchange 
issued or drawn for an agricultural purpose, or 
based upon live stock, and having a maturity, 
at the time of discount, exclusive of days of grace, 
not exceeding nine months, and such notes, drafts, 
and bills of exchange may be offered as collateral 
security for the issuance of Federal reserve notes 
under the provisions of section 16 of this Act: 
Provided, That notes, drafts, and bills of exchange 
with maturities in excess of six months shall not 
be eligible as a basis for the issuance of Federal 
reserve notes unless secured by warehouse receipts 
or other such negotiable documents conveying or 
securing title to readily marketable staple agricul- 
tural products or by chattel mortgage upon live 
stock which is being fattened for market. 

“That any Federal Reserve bank may, subject 
to regulations and limitations to be prescribed by 
the Federal Reserve Board, rediscount such notes, 
drafts, and bills for any Federal Intermediate 
Credit Bank, except that no Federal Reserve bank 
shall rediscount for a Federal Intermediate Credit 
Bank any such note or obligation which bears the 
‘ndorsement of a nonmember State bank or trust 
company which is eligible for membership in the 
Federal Reserve system, in accordance with section 
9 of this Act. 

“Any Federal Reserve bank may also buy and 
sell debentures and other such obligations issued 
by a Federal Intermediate Credit Bank or by a 
National Agricultural Credit Corporation, but only 
to the same extent as and subject to the same 
limitations as those upon which it may buy and 
sell bonds issued under Title I of the Federal 
Farm Loan Act. 

“Notes, drafts, bills of exchange or acceptances 
issued or drawn by cooperative marketing associa- 
tions composed of producers of agricultural pro- 
ducts shall be deemed to have been issued or 
drawn for an agricultural purpose, within the 
meaning of this section, if the proceeds thereof 
have been or are to be advanced by such associa- 
tion to any members thereof for an agricultural 
purpose, or have been or are to be used by such 
association in making payments to any members 
thereof on account of agricultural products de- 
livered by such members to the association, or if 
such proceeds have been or are to be used by 
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such association to meet expenditures incurred or 
to be incurred by the association in connection 
with the grading, processing, packing, preparation 
for market, or marketing of any agricultural pro- 
duct handled by such association for any of its 
members: Provided, That the express enumeration 
in this paragraph of certain classes of paper of 
cooperative marketing associations as eligible for 
rediscount shall not be construed as rendering in- 
eligible any other class of paper of such associa- 
tions which is now eligible for rediscount. 

“The Federal Reserve Board may, by regulation, 
Umit to a percentage of the assets of a Federal 
Reserve bank the amount of notes, drafts, accept- 
ances, or bills having a maturity in excess of three 
months, but not exceeding six months, exclusive 
of days of grace, which may be discounted by 
such bank, and the amount of notes, drafts, bills, 
or acceptances having a maturity in exress ‘of six 
months, but not exceeding nine months, which may 
be rediscounted by such bank.’ 

Sec. 405. That section 14 of the Federal Re- 
serve Act is amended by adding at the end there- 
of a new paragraph to read as follows: 

“(f) To purchase and sell in the open market, 
either from or to domestic banks, firms, corpora- 
tions, or individuals, acceptances of Federal Inter- 
mediate Credit Banks and of National Agricultural 
Credit Corporations, whenever the Federal Reserve 
Board shall declare that the public interest so 
requires.” 

Sec. 406. That section 15 of the Federal Re- 
serve Act is amended by adding at the end there- 
of a new paragraph to read as follows: 

“The Federal Reserve banks are hereby author- 
ized to act as depositories for and fiscal agents 
of any National Agricultural Credit Corporation 
or Federal Intermediate Credit Bank.’’ 

Sec. 407. That the Act entitled ‘‘An act to 
amend the act approved December 23, 1913, known 
as the Federal reserve act,’? approved April 13, 
1920, is repeaied. 

TITLE V.—MISCELLANEOUS PROVISIONS 

AMENDMENTS TO WAR FINANCE CORPORATION ACT 
Sec. 501. That the time during which the War 

Finance Corporation may make advances and pur- 
chase notes, drafts, bills of exchange, or other 
securities under the terms of section 21, 22, 23, 
and 24 of the War Finance Corporation Act, as 
amended, is further extended up to and including 
February 29, 1924: Provided, That it any applica- 
tion for an advance or for the purchase by the 
War Finance Corporation of notes, drafts, bills of 
exchange, or other securities is received at the 
office of the corporation in the District of Colum- 
bia on or before February 29, 1924, such applica- 
tion may be acted upon and approved, and the 
advance may be made on the notes, drafts, or 
other securities purchased, at any time prior to 
March 31, 1924. 

Sec. 502. That the second paragraph of section 
12 of Title I of the War Finance Corporation 
Act, as amended, is further amended to read as 
follows: 

“The power of the corporation to issue notes or 
bonds may be exercised at any time prior to Jan- 
uary 31, 1927, but no such bonds or notes shall 
mature later than June 30, 1927.” 

Sec. 503. (a) That the third paragraph of sec- 
tion 15 of Title I of such Act, as amended, is 
amended by striking out at the beginning of such 
paragraph the words “beginning July 1, 1923,” 
and inserting in lieu thereof the words “beginning 
‘April WebLog: 

(b) The fourth paragraph of such section, as 
amended, is amended by striking out at the_be- 
ginning of such paragraph the words ‘‘After July 
l 1 923.4 ane, Seether. in lieu thereof the words 
‘After "April T9247" 

INDEBTEDNESS OF NATIONAL BANKS 

Sec. 504. That section 502 of the Revised Stat- 
utes, as amended, is amended by adding at the end 
thereof a new paragraph to read as follows: 

“Eighth. Liabilities incurred under the _ provi- 
sions of section 202 of the Federal Farm Loan Act, 
approved July 17, 1916, as amended. 
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JOINT CONGRESSIONAL COMMITTEE 

Sec. 506. (a) That a joint committee be ap- 
pointed, to consist of three Members of the Bank- 
ing and Currency Committee of the Senate, to 
be appointed by the President thereof, and five 
Members of the Banking and Currency Committee 
of the House of Representatives, to be appointed 
by the Speaker thereof. Vacancies occurring in 
the membership of the committee shall be filled in 
the same manner as the original appointments. | 

(b) The joint committee is authorized to in- 
quire into the effect of the present. limited mem- 
bership of State banks and trust companies in the 
Federal Reserve system upon financial conditions 
in the agricultural sections of the United States; 
the reasons which actuate eligible State banks and 
trust companies in failing to become members of 
the Federal Reserve system; what administrative 
measures have been taken and are being taken to 
increase ‘such membership; and whether or not 
any change should be made in existing law, or 
in rules and regulations of the Federal Reserve 
Board, or in methods of administration, to bring 
about in the agricultural districts a larger member- 
ship of such banks or trust companies in the Fed- 
eral Reserve system. 

(c) The committee is authorized to sit at any 
time during the sessions or recesses of the Con- 
gress, to conduct its hearings at Washington or at 
any other place in the United States, to send for 
persons, books and papers, to take testimony, to 
administer oaths, and to employ experts deemed 
necessary by such committee, a clerk, and a sten- 
ographer to report such hearings as may be had 
in connection with any subject which may be 
before said committee, such stenographer’s ser- 
vices to be rendered at a cost not exceeding $1.25 
per printed page. The expenses of such com- 
mittee shall be paid out of the contingent funds 
of the Senate and House of Representatives in 
proportion to the membership of such committee 
from each House. 

(d) The committee shall from time to time re- 
port to both the Senate and the House of Rep- 
resentatives the results of its inquiries, together 
with its recommendations, and may prepare and 
submit bills or resolutions embodying such rec- 
ommendations, and the final report of said com- 
mittee shall be submitted not later than January 
Slp1924: 

SEPARABILITY PROVISION 

Sec. 507. That if any clause, sentence, para- 
graph, or part of this Act shall for any reason be 
adjudged by any court of competent jurisdiction 
to be invalid, such judgment shall not affect, im- 
pair, or invalidate the remainder of this Act, but 
shall be confined in its operation to the clause, 
sentence, paragraph, or part thereof directly in- 
volved in the controversy in which such judgment 
is rendered. ; 

DEFINITIONS 

Sec. 508. That when used in this Act, the term 
“Federal Farm Loan Act” means the Federal 
Farm Loan Act approved July 17, 1916, as amend- 
ed, and the term ‘‘Federal Reserve Act’’ means the 
Federal Reserve Act approved December 23, 1913, 
as amended, 

SHORT TITLE 

Sec. 509. That this Act may be cited as the 
“Agricultural Credits Act of 1923.” 

Approved, March 4, 1923. 

Farm Loan Board 

See Federal Farm Loan Board. 

Farm Loan Bonds 

See Federal Farm Loan Bonds, Joint- 
Stock Land Bank Bonds. 

Farm Loan Districts 

See Federal Farm Loan Districts. 

Farm Loans 

See Farm Mortgage Companies, Farm 
Mortgages. 

Farm Loan System 
See Federal Farm Loan System. 

Farm Mortgage Bankers Association 

of America 
An association of farm mortgage com- 

panies which have grown rapidly within re- 
cent years in number and influence. This 

association is composed of about 200 mem- 
bers, consisting not only of farm mortgage 

companies, but of banks and trust companies 

having mortgage departments. The purpose 

of this association is to elevate the standard 
of mortgage bank practice, to promote con- 
structive farm-mortgage legislation and to 
oppose legislation regarded as hostile to its 
welfare. 

Farm Mortgage Companies 

Companies engaged in soliciting and sell- 

ing bonds or notes secured by mortgages on 

farm property. In some states they are re- 

quired to be organized under the state bank- 

ing laws, but in others they may operate as 

unincorporated concerns. Usually mortgages 
are solicited throughout the territory of a 
company through local agents. Prospective 
borrowers usually are required to apply for a 
mortgage loan on a farm provided by the 
mortgage company. Information required by 
this form, aside from that of a purely per- 

sonal nature, is along the following lines: 

1. The amount of property under cultiva- 
tion. 

2. Date of purchase. 
3. The amount of present encumbrances, 

if any. . 
4. The fair market valuation of the land. 
5. The cash value of improvements. 
6.) ‘The rentals value. x 
7. The nature of the crops of the previous 

and current year and their cash value. 
8. The assessed valuation and amount of 

the taxes. 

9. The character of the live stock and its 
cash value. 

10. The location of the farm with respect 
to railroads, towns, churches, schools, etc. 

11. The condition of the title to the prop- 

erty. 

12. The purpose for which the money is 

to be borrowed. 
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After the application is received, the prop- 
erty is inspected by an agent of the company 
who makes a report recommending its ac- 
ceptance or rejection and proposing the 
terms. The charges on a farm mortgage 
loan include interest sufficient to compel the 
sale of the mortgage at par, plus a commis- 

sion to cover inspection, clerical and other 

overhead costs, usually ranging from ™% per 
cent. to 1 per cent of the loan. 
Mortgage companies sometimes issue bonds 

or certificates instead of selling bonds and 
mortgages directly to investors. These bonds 
are secured by the mortgages* which the 
company has purchased. These bonds are 
much more conveniently distributed among 
investors because they are sold in even and 

convenient denominations. (See Mortgage 

Bonds, Mortgage Certificates.) 

Farm Mortgages 

Mortgages upon farm lands and buildings. 
Borrowing with a farm mortgage as security 

is the chief means used by farmers to raise 

capital for the purpose of financing the pur- 

chase of land and to expand their operating 

equipment—buildings and implements. The 

farm mortgage is the earliest type of mort- 

gage, and the methods of farm mortgage 

lending have become fairly well standardized. 

Much of the American practice has been 

adopted from European experience. 

Farm mortgages generally run from three 

to five years, but frequently are renewed. 
The borrower (mortgagor) under a farm 

mortgage is required to guarantee the pay- 

ment of taxes and to keep the buildings re- 
paired and insured for the benefit of the 
lender (mortgagee). In case of default in 
the payment of the interest or in carrying 
out any of the mortgage agreements, the en- 

tire debt becomes immediately due. 

As investments, loans on farm mortgages 

are considered very satisfactory provided the 
loan does not bear too large a ratio to the 
value of the mortgaged property. Under the 
Federal Farm Loan System (q. v.) a farm 
loan cannot exceed 50 per cent. of the value 
of the improved farm land which is mort- 
gaged, and not more than 20 per cent of the 
value of the buildings. Farm mortgage loans 
have the advantage of a relatively high yield, 
safety, early maturity, freedom from fluctua- 
tion in the value of the principal of the in- 
vestment, and control by the owner over his 
investment. The chief disadvantages are 
that there is usually no market, and that they 
are undesirable as long-term investments. 

The census records show that in 1910, the 
total farm mortgage indebtedness in the 

United States was $1,726,172,851, equal to 
27.3 per cent. of the value of the farm land 
and buildings. In 1920 the farm mortgage in- 
debtedness was $4,012,711,213, equal to 29.1 

per cent. of the value of the land and build- 

ings. 
(See Farm Mortgage Companies, Federal 

Farm Loan System.) 
(For bibliography, see Federal Farm Loan 

System. ) 

Farthing 
An English bronze coin with the smallest 

denomination and having the value of % 
penny. 

Favorable Conditions 

A term used among financial writers to 

indicate those forces conducive to higher 

security of commodity values. Favorable 
conditions may be divided broadly into two 
groups, namely, political (United States and 
abroad), and economic (business and finan- 
cial). 

Under favorable political conditions may 
be classed election of a presidential candidate 
favored by business interests, passing of con- 

structive legislation helpful directly or in- 
directly to business, e. g., tariff, Supreme 
Court decision, railroad aid, etc. It may also 
be international in its effect, such as the set- 

tling of an international dispute. 

Under favorable financial conditions may 
be included low money rates, high ratio 
of cash reserves to deposit liabilities, as 

shown by bank statements, etc. 
Under favorable business conditions may 

be included activity in production and distri- 
bution, large bank clearings, good crops, few 
idle cars, large railroad earnings, few com- 
mercial failures, stable or rising prices, etc. 

Federal Bill of Lading Act 
See Bill of Lading Act. 

Federal Farm Loan Act 

An Act passed July 17, 1916, and amended 
January 18, 1918, April 29, 1920, May 26, 
1920, May 29, 1920, February 27, 1921, March 
4, 1921, July 1, 1921, and August 13, 1921, to 

provide an improved machinery of agricul- 
tural finance, by supplying through a system 
of land banks under federal incorporation 
long-term credits necessary for the develop- 

ment and extension of agricultural opera- 
tions. It is particularly designed to fur- 
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nish a convenient and economical means of 

purchasing farm lands and to pay off exist- 

ing debt. Other purposes of the Act are to 

correct the abuses of private farm mortgage 

finance, to elevate the credit standing of agri- 

cultural borrowers, to reduce and equalize 

interest rates on farm mortgages, and to in- 

crease the supply of capital for agricultural 

development. 

The full text of the Act with amendments 

is reproduced below: 

An Act To provide capital for agricultural de- 
velopment, to create standard forms of invest- 
ment based upon farm mortgage, to equalize rates 
of interest upon farm loans, to furnish a market 
for United States bonds, to create Government 
depositaries and financial agents for the United 
States, and for other purposes. 

Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in 
Congress assembled, That the short title of this 
Act shall be “The Federal Farm Loan Act.” Its 
administration shall be under the direction and con- 
trol of the Federal Farm Loan Board herein- 
after created. 

DEFINITIONS 
Sec. 2. That wherever the term ‘“‘first mortgage”’ 

is used in this Act it shall be held to include 
such classes of first liens on farm lands as _ shall 
be approved by the Federal Farm Loan Board, 
and the credit instruments secured thereby. The 
term ‘“‘farm loan bonds” shall be held to include 
all bonds secured by collateral deposited with a 
farm loan registrar under the terms of this Act; 
they shall be distinguished by the addition of the 
words ‘‘Federal,” or ‘“‘joint stock,’’ as the case 
may be. 

FEDERAL FARM LoAN BOARD 
Sec. 3. That there shall be established at the seat 

of government in the Department of the Treasury 
a kureau charged with the execution of this Act 
and of all Acts amendatory thereof, to be known 
as the Federal Farm Loan Bureau, under the 
general supervision of a Federal Farm Loan Board. 

Said Federal Farm Loan Board shall consist of 
five members, including the Secretary of the Treas- 
ury, who shall be a member and chairman ex 
officio, and four members to be appointed by the 
President of the United States, by and with the 
advice and consent of the Senate. Of the four 
members to be appointed by the President, not 
more than two shall be appointed from one politi- 
cal party, and all four of said members shall be 
citizens of the United States and shall devote their 
entire time to the business of the Federal Farm 
Loan Board; they shall receive an annual salary 
of $10,000 payable monthly, together with actual 
necessary travelling expenses. 

One of the members to be appointed by the 
President shall he designated by him to serve for 
two years, one for four years, one for six years, 
and one for eight years, and thereafter each mem- 
ber so appointed shall serve for a term of eight 
years, unless sooner removed for cause by the 
President. One of the members shall be designated 
by the President as the Farm Loan Commissioner, 
who shall be the active executive officer of said 
board. Each member of the Federal Farm Loan 
Board shall within fifteen days after notice of his 
appointment take and subscribe to the oath of 
office. 

The first meeting of the Federal Farm Loan 
Board shall be held in Washington as soon as may 
be after the passage of this Act, at a date and 
place to be fixed by the Secretary of the Treasury. 

No member of the Federal Farm Loan Board 
shall, during his continuance in office, be an officer 
or director of any other institution, association, 
or partnership engaged in banking, or in the busi- 
ness of making land mortgage loans or selling land 
mortgages. Before entering upon his duties as a 
member of the Federal Farm Loan Board each 
member shall certify under oath to the President 
that he is eligible under this section. 
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The President shall have the power, by and with 
the advice and consent of the Senate, to fill any 
vacancy occurring in the membership of the Fed- 
eral Farm Loan Board; if such vacancy shall be 
filled during the recess of the Senate a commission 
shall be granted which shall expire at the end of the 
next session. 

The Federal Farm Loan Board shall appoint a 
farm loan registrar in each land bank district to 
receive applications for issues of farm loan bonds 
and to perform such other services as are pre- 
scribed by this Act, and may appoint a deputy 
registrar who shall, during the unavoidable ab- 
sence or disahility of the registrar, perform the 
duties of that office. It shall also appoint one or 
more land bank appraisers for each land bank 
district and as many land bank examiners as it 
shall deem necessary. Farm loan registrars, deputy 
registrars, land bank appraisers, and land bank 
examiners appointed under this section shall be 
public officials and shall, during their continuance 
in office, have no connection with or interest in 
any other institution, association, or partnership 
engaged in banking or in the business of making 
land mortgage loans or selling land mortgages: 
Provided, That this limitation shall not apply to 
persons employed by the board temporarily to do 
special work. 

The salaries and expenses of the Federal Farm 
Loan Board, and of farm loan registrars and ex- 
aminers authorized under this section, shall be 
paid by the United States. Land bank appraisers 
shall receive such compensation as the Federal 
Farm Loan Board shall fix, and shall be paid by 
the Feleral land banks and the joint stock land 
banks which they serve, in such proportion and 
in such manner as the Federal Farm Loan Board 
shall order. 

The Federal Farm Loan Board shall be author- 
ized and empowered to employ such attorneys, ex- 
perts, assistants, clerks, laborers, and other em- 
ployees as it may deem necessary to conduct the 
business of said board. All salaries and fees au- 
thorized in this section and not otherwise pro- 
vided for shall be fixed in advance by said board 
and shall be paid in the same manner as the sal- 
aries ‘of the Federal Farm Loan Board. All such 
attorneys, experts, assistants, clerks, laborers, and 
other employees, and all registrars, examiners and 
appraisers shall be appointed without regard to 
the provisions of the Act of January sixteenth, 
eighteen hundred and eighty-three (volume twen- 
ty-two, United States at Large, page four hun- 
dred and three), and amendments thereto, or any 
rule or regulation made in pursuance thereof: 
Provided, That nothing herein shall prevent the 
President from placing said employees in the class- 
ified service. 

Every Federal land bank shall semiannually 
submit to the Federal Farm Loan Board a schedule 
showing the salaries or rates of compensation paid 
to its officers and employees. 

The Federal Farm Loan Board shall annually 
make a full report of its operations to the 
Speaker of the House of Representatives, who 
shall cause the same to be printed for the infor- 
mation of the Congress. 

The Federal Farm Loan Board shall from time 
to time require examinations and reports of con- 
dition of all land banks established under the 
provisions of this Act and shall publish consol- 
idated statements of the results thereof. It shall 
cause to be made appraisals of farm lands as 
provided by this Act, and shall prepare and 
publish amortization tables which shall be used 
by national farm loan associations and land banks 
organized under this Act. 

The Federal Farm Loan Board shall prescribe 
a form for the statement of condition of national 
farm loan associations and land banks under its 
supervision, which shall be filed out quarterly 
by each such association or bank and transmitted 
to said board. 

It shall ke the duty of the Federal Farm Loan 
Board to prepare from time to time bulletins set- 
ting forth the principal features of this Act and 
through the Department of Agriculture or other- 
wise to distribute the same, particularly to the 
press, to agricultural journals, and to farmers’ 
organizations; to prepare and distribute in the 
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same manner circulars setting forth the principles 
and advantages of amortized farm loans and the 
protection afforded debtors under this Act, instruct- 
ing farmers how to organize and conduct farm 
loan associations, and advising investors of the 
merits and advantages of farm loan bonds; and 
to disseminate in its discretion information for 
the further instruction of farmers regarding the 
methods and principles of co-operative credit and 
organization. Said board is hereby authorized 
to use a reasonable portion of the organization 
fund provided in section thirty-three of this Act 
for the objects specified in this paragraph, and is 
instructed to lay before the Congress at each 
session its recommendations for further appro- 
priations to carry out said objects. 

FEDERAL LAND BANKs. 

Sec. 4. That as soon as practicable the Fed- 
eral Farm Loan Board shall divide the conti- 
nental United States, excluding Alaska, into 
twelve districts, which shall be known as Federal 
land bank districts, and may be designated by 
number. Said districts shall be apportioned with 
due regard to the farm loan needs of the country, 
but no such district shall contain a fractional part 
of any State. The boundaries thereof may be re- 
adjusted from time to time in the discretion of 
said board. 

The Federal Farm Loan Board shall establish 
in each Federal land bank district a Federal land 
bank, with its principal office located in such city 
within the district as said board shall designate. 
Each Federal land bank shall include in its title 
the name of the city in which it is located. Sub- 
ject to the approval of the Federal Farm Loan 
Board, any Federal land bank may establish 
branches within the land bank district. Subject 
to the approval of the Federal Farm Loan Board 
and under such conditions as it may prescribe, 
the provisions of this Act are extended to the 
island of Porto Rico; and such Federal land bank 
as may be designated by the Federal Farm Loan 
Board is hereby authorized to establish a branch 
bank at such point as the Federal Farm Loan 
Board may direct on the island of Porto Rico. 
Loans made by such branch bank, when so estab- 
lished, shall not exceed the sum of $5,000 to any 
one borrower and shall be subject to the restric- 
tions and provisions of this Act, except that such 
branch bank may loan direct to borrowers, and 
subject to such regulations as the Federal Farm 
Loan Board may prescribe the rate charged bor- 
rowers may be 1% per centum in excess of the 
rate borne by the last preceding issue of farm loan 
bonds of the Federal land bank with which such 
branch bank is connected: Provided, however, 
That no ioans shall be made in the island of 
Porto Rico to run for a longer term than twenty 
years. 

Each borrower through such branch bank shall 
subscribe and pay for stock in the Federal land 
bank with which it is connected in the sum of 
$5 for each $100 or fraction thereof borrowed; 
such stock shall be held by such Federal land 
bank as collateral security for the loan of the 
borrower; shall participate in all dividends; and 
upon full payment of the loan shall be can- 
celed at par and proceeds paid to borrower, or 
the borrower may apply the same to the final 
payments on his loan. 
Each Federal land bank shall be temporarily 

managed by five directors appointed by the Federal 
Farm Loan Board. Said directors shall be citizens 
of the United States and residents of the district. 
They shall each give a surety bond, the premium 
on which shall be paid from the funds of the bank. 
They shall receive such compensation as the Fed- 
eral Farm Loan Board shall fix. They shall choose 
from their number, by majority vote, a president, 
a vice president, a secretary and a treasurer. They 
are further authorized and empowered to employ 
such attorneys, experts, assistants, clerks, laborers, 
and other employees as they may deem necessary, 
and to fix their compensation, subject to the ap- 
proval of the Federal Farm Loan Board. 

Said temporary directors shall, under their 
hands, forthwith make an organization certificate, 
which shall specifically state: 

First. The name assumed by such bank. 

Second. The district within which its operations 
are to be carried on, and the particular city in 
which its principal office is to be located. 

Third. The amount of capital stock and the 
number of shares into which the same is to be 
divided: Provided, That every Federal land bank 
organized under this Act shall by its articles of 
association permit an increase of its capital stock 
from time to time for the purpose of providing for 
the issue of shares to national farm loan associa- 
tions and stockholders who may secure loans 
through agents of Federal land banks in accord- 
ance with the provisions of this Act. 

Fourth. The fact that the certificate is made to 
enable such persons to avail themselves of the 
advantages of this Act. The organization certifi- 
cate shall be acknowledged before a judge or clerk 
of some court of record or notary public, and 
shall be, together with the acknowledgment thereof, 
authenticated by the seal of such court or notary, 
transmitted to the Farm Loan Commissioner, who 
shall record and carefully preserve the same in his 
office, where it shall be at all times open to public 
inspection. 

The Federal Farm Loan Board is authorized to 
direct such changes in or additions to any such 
organization certificate, not inconsistent with this 
Act, as it may deem necessary or expedient. 

Upon duly making and filing such organization 
certificate the bank shall become, as from the date 
of the execution of its organization certificate, a 
body corporate, and as such, and in the name des- 
ignated in the organization certificate, it shall have 
power— 

First. To adopt and use a corporate seal. 
Second. To have succession until it is dissolved 

Hw Act of Congress or under the provisions of this 
ct, 

Third. To make contracts. 
Fourth. To sue and be sued, complain, inter- 

plead, and defend, in any court of law or equity, 
as fully as natural persons. 

Fifth. To elect or appoint directors, and by its 
board of directors to elect a president and a vice 
president, appoint a secretary and a treasurer and 
other officers and employees, define their duties, 
require bonds of them, and fix the penalty thereof; 
by action of its board of directors dismiss such 
officers and employees, or any of them, at pleasure 
and appoint others to fill their places. 

Sixth. To prescribe, by its board of directors, 
subject to the supervision and regulation of the 
Federal Farm Loan Board, by-laws not inconsistent 
with law, regulating the manner in which its stock 
shall be transferred, its directors elected, its offi- 
cers elected or appointed, its property transferred, 
its general business conducted, and the privileges 
granted to it by law exercised and enjoyed. 

Seventh. To exercise, by its board of directors 
or duly authorized officers or agents, subject to 
law, all such incidental powers as shall be neces- 

_ sary to carry on the business herein described. 
After the subscriptions to stock in any Fed- 

eral land bank by national farm loan associa- 
tions, hereinafter authorized, shall have reached 
the sum of $100,000, the officers and directors of 
said land bank shall be chosen as herein pro- 
vided and shall, upon becoming duly qualified, 
take over the management of said land bank 
from the temporary officers selected under this 
section. 

The board of directors of every Federal land 
bank shall be selected as hereinafter specified and 
shall consist of nine members, each holding office 
for three years. Six of said directors shall be 
known as local directors, and shall be chosen by 
and_ be representative of national farm loan asso- 
ciations; and the remaining three directors shall 
be known as district directors, and shall be ap- 
pointed by the Federal Farm Loan Board and 
represent the public interest. 

At least two months before each election the 
Farm Loan Commissioner shall notify each na- 
tional farm loan association in writing that such 
election is to be held, giving the number of 
directors to be elected for its district, and re- 
questing each association to nominate one candi- 
date for each director to be elected. Within ten 
days of the receipt of such notice each associa- 
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tion shall forward its nominations to said Farm 
Loan Commissioner. Said commissioner shall 
prepare a list of candidates for local directors 
consisting of the twenty persons securing the 
highest number of votes from national farm loan 
associations making such nominations. 

At least one month before said election said 
Farm Loan Commissioner shall mail to each 
national farm loan association the list of candi- 
dates. The directors of each national farm loan 
association shall cast the vote of said association 
for as many candidates on said list as there are 
vacancies to be filled, and shall forward said vote 
to the Farm Loan Commissioner within ten days 
after said list of candidates is received by them. 
The candidates receiving the highest number of 
votes shall be elected as local directors. In case 
of a tie the Farm Loan Commissioner shall de- 
termine the choice. 

The Federal Farm Loan Board shall designate 
one of the district directors to serve for three 
years and to act as chairman of the board of 
directors. It shall designate one of said directors 
to serve for a term of two years and one to 
serve for a term of one year. After the first 
appointments each district director shall be ap- 
pointed for a term of three years. 

At the first regular meeting of the board of 
directors of each Federal land bank it shall be 
the duty of the local directors to designate two 
of the local directors whose term of office shall 
expire in one year from the date of such meet- 
ing, two whose term of office shall expire in two 
years from said date, and two whose term of 
office shall expire in three years from said date. 
Thereafter every local director of a Federal land 
bank chosen as hereinbefore provided shall hold 
office for a term of three years. Vacancies that 
may occur in the board of directors shall be 
filled for the unexpired term in the manner pro- 
vided for the original selection of such directors. 

Directors of Federal land banks shall have 
been for at least two years residents of the dis- 
trict for which they are appointed or elected, 
and at least one district director shall be experi- 
enced in practical farming and actually engaged 
at the time of his appointment in farming opera- 
tions within the district. No director of a Fed- 
eral land bank shall, during his continuance in 
office, act as an officer, director, or employee of 
any other institution, association, or partnership 
engaged in banking or in the business of making 
or selling land mortgage loans. 

Directors of Federal land banks shall receive, 
in addition to any compensation otherwise pro- 
vided, a reasonable allowance for necessary ex- 
penses in attending meetings of their respective 
boards, to be paid by the respective Federal land 
banks. Any compensation that may be provided 
by boards of directors of Federal land banks for 
directors, officers, or employees shall be subject 
to the approval of the Federal Farm Loan Board. 

CAPITAL STOCK OF FEDERAL LAND BANKS. 
Sec. 5. That every Federal land bank shall 

have, before beginning business, a _ subscribed 
capital of not less than $750,000. The Federal 
Farm Loan Board is authorized to prescribe the 
times and conditions of the payment of subscrip- 
tions to capital stock, to reject any subscription 
in its discretion, and to require subscribers to 
Sa rip adequate security for the payment there- 
of. 

The capital stock of each Federal land bank 
shall be divided into shares of $5 each, and may 
be subscribed for and held by any individual, 
firm, or corporation, or by the Government of 
any State or of the United States. 

Stock held by national farm loan associations 
shall not be transferred or hypothecated, and the 
certificates therefor shall so state. 

Stock owned by the Government of the United 
States in Federal land banks shall receive no 
dividends, but all other stock shall share in divi- 
dend distributions without preference. Each na- 
tional farm loan association and the Government 
of the United states shall be entitled to one vote 
for each share of stock held by it in deciding all 
questions at meetings of shareholders, and no 
other shareholder shall be permitted to vote. 
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Stock owned by the United States shall be voted 
by the Farm Loan Commissioner, as directed by 
the Fedral Farm Loan Board. 

It shall be the duty of the Federal Farm Loan 
Board, as soon as practicable after the passage of 
this Act, to open books of subscription for the 
capital stock of a Federal land bank in each Fed- 
eral land bank district. If within thirty days 
after the opening of said books any part of the 
minimum capitalization of $750,000 herein pre- 
scribed for Federal land banks shall remain un- 
subscribed, it shall be the duty of the Secretary 
of the Treasury to subscribe the balance thereof 
on behalf of the United States, said subscription 
to be subject to call in whole or in part by the 
board of directors of said land bank upon thirty 
days’ notice with the approval of the Federal 
Farm Loan Board; and the Secretary of the 
Treasury is hereby authorized and directed to 
take out shares corresponding to the unsub- 
scribed balance as called, and to pay for the 
same out of any moneys in the Treasury not 
otherwise appropriated. Thereafter no stock shall 
be issued except as hereinafter provided. 

After the subscriptions to capital stock by 
national farm loan associations shall amount to 
$750,000 in any Federal land bank, said bank 
shall apply semiannually to the payment and re- 
tirement of the shares of stock which were issued 
to represent the subscriptions to the original cap- 
ital twenty-five per centum of all sums thereafter 
subscribed to capital stock until all such original 
capital stock is retired at par. 

At least twenty-five per centum of that part of 
the capital of any Federal land bank for which 
stock is outstanding in the name of national farm 
loan associations shall be held in quick assets, 
and may consist of cash in the vaults of said 
land bank, or in deposits in member banks of the 
Federal reserve system, or in readily marketable 
securities which are approved under rules and 
regulations of the Federal Farm Loan Board: 
Provided, That not less that five per centum of 
such capital shall be invested in United States 
Government bonds. 

GOVERNMENT DEPOSITARIES. 

Sec. 6. That all Federal land banks and joint 
stock land banks organized under this Act, when 
designated for that purpose by the Secretary of 
the Treasury, shall be depositaries of public 
money, except receipts from customs, under such 
regulations as may be prescribed by said Secre- 
tary; and they may also be employed_as financial 
agents of the Government; and they shall per- 
form all such reasonable duties, as depositaries 
of public money and financial agents of the Gov- 
evrnment, as may be required of them. And the 
Secretary of the Treasury shall require of the 
Federal land banks and joint stock land banks 
thus designated satisfactory security, by the de- 
posit of United States bonds or otherwise, for 
the safekeeping and prompt payment of the pub- 
lic money deposited with them, and for the faith- 
ful performance of their duties as financial 
agents of the Government. No Government 
funds deposited under the provisions of this sec- 
tion shall be invested in mortgage loans or farm 
loan bonds. 

NATIONAL FARM Loan ASSOCIATIONS. 

Sec. 7. That corporations, to be known as na- 
tional farm loan associations, may be organized 
by persons desiring to borrow money on farm 
mortgage security under the terms of this Act. 
Such persons shall enter into articles of associa- 
tion which shall specify in general terms the 
object for which the association is formed and 
the territory within which its operations are to 
be carried on, and which may contain any other 
provision, not inconsistent with law, which the 
association may see fit to adopt for the regula- 
tion of its business and the conduct of its affairs. 
Said articles shall be signed by the persons unit- 
ing to form the association, and a copy thereof 
shall be forwarded to the Federal land bank for 
the district, to be filed and preserved in its 
offce. 

Every national farm loan _ association shall 
elect, in the manner prescribed for the election 
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of directors of national banking associations, a 
board of not less than five directors, who shall 
hold office for the same period as directors of 
national banking associations. It shall be the 
duty of said board of directors to choose in such 
manner as they may prefer a secretary-treasurer, 
who shall receive such compensation as_ said 
board of directors shall determine. The board of 
directors shall elect a president, a vice president, 
and a loan committee of three members. 

The directors and all officers except the secre- 
tary-treasurer shall serve without compensation, 
unless the payment of salaries to them shall be 
approved by the Federal Farm Loan Board. All 
officers and directors except the secretary-treas- 
urer shall, during their term of office, be bona 
fide residents of the territory within which the 
association is authorized to do _ business, and 
shall be shareholders of the association. 

It shall be the duty of the secretary-treasurer 
of every national farm loan association to act as 
custodian of its funds and to deposit the same in 
such bank as the board of directors may desig- 
nate, to pay over to borrowers all sums received 
for their account from the Federal land bank 
upon first mortgage as in this Act prescribed, 
and to meet all other obligations of the associa- 
tion, subject to the orders of the board of direc- 
tors and in accordance with the by-laws of the 
association. It shall be the duty of the secretary- 
treasurer, acting under the direction of the 
national farm loan association, to collect, receipt 
for, and transmit to the Federal land bank pay- 
ments of interest, amortization installments, or 
principal arising out of loans made through the 
association. He shall be the custodian of the 
securities, records, papers, certificates of stock, 
and all documents relating to or bearing upon 
the conduct of the affairs of the association. He 
shall furnish a suitable surety bond to be pre- 
scribed and approved by the Federal Farm Loan 
Board for the proper performance of the duties 
imposed upon him under this Act, which shall 
cover prompt collection and transmission of 
funds. He shall make a quarterly report to the 
Federal Farm Loan Board upon forms to be pro- 
vided for that purpose. Upon request from said 
board said secretary-treasurer shall furnish in- 
formation regarding the condition of the national 
farm loan association for which he is acting, and 
he shall carry out all duly authorized orders of 
said board. He shall assure himself from time 
to time that the loans made through the national 
farm loan association of which he is an officer 
are applied to the purposes set forth in the appli- 
cation of the borrower as approved, and _ shall 
forthwith report to the land bank of the district 
any failure of any borrower to comply with the 
terms of his application or mortgage. He shall 
also ascertain and report to said bank the amount 
of any delinquent taxes on land mortgaged to 
said bank and the name of the delinquent. 

The reasonable expenses of the secretary-treas- 
urer, the loan committee, and other officers and 
agents of national farm loan associations, and 
the salary of the secretary-treasurer, shall be 
paid from the general funds of the association, 
and the board of directors is authorized to set 
aside such sums as it shall deem requisite for 
that purpose and for other expenses of said asso- 
siation. When no such funds are available, the 
board of directors may levy an assessment on 
members in proportion to the amount of stock 
held by each, which may be repaid as soon as 
funds are available, or it may secure an advance 
from the Federal land bank of the district, to be 
repaid with interest at the rate of six per centum 
per annum, from dividends belonging to said 
association. Said Federal land bank is hereby 
authorized to make such advance and to deduct 
such repayment: 

Ten or more natural persons who are the 
owners, or about to become the owners, of farm 
land qualified as security for a mortgage loan 
under section twelve of this Act, may unite to 
form a national farm loan association. They 
shall organize subject to the requirements and 
the conditions specified in this section and in 
section four of this Act, so far as the same may 

be applicable: Provided, That the board of direc- 
tors may consist of five members only, and in- 
stead of a secretary and a treasurer there shall 
be a_secretary-treasurer, who need not be a 
shareholder of the association. 
When the articles of association are forwarded 

to the Federal land bank of the district as pro- 
vided in this section, they.shall be accompanied 
by the written report of the loan committee as 
required in section ten of this Act, and by an 
affidavit stating that each of the subscribers is 
the owner, or is about to become the owner, of 
farm land qualified under section twelve of this 
Act as the basis of a mortgage loan; that the 
loan desired by each person is not more than 
$10,000, nor less than $100, and that the aggre- 
gate of the desired loans is not less than $20,000; 
that said affidavit is accompanied by a subscrip- 
tion to stock in the Federal land bank equal to 
five per centum of the aggregate sum desired on 
mortgage loans; and that a temporary organiza- 

tion of said association has been formed by the 
election of a board of directors, a loan commit- 
tee, and a secretary-treasurer who subscribes to, 
said affidavit, giving his residence and post office. 
address. 

Upon receipt of such articles of association, 
with the accompanying affidavit and stock sub- 
scription, the directors of said Federal land bank 
shall send an appraiser to investigate the sol- 
vency and character of the applicants and the 
_value of their lands, and shall then determine 
whether in their judgment a charter should be 
granted to such association. They shall forward 
such articles of association and the accompanying 
affidavit to the Federal Farm Loan Board with 
their recommendation. If said recommendation 
is unfavorable, the charter shall be refused. 

said recommendation is favorable, the Fed- 
eral Farm Loan Board shall thereupon grant a 
charter to the applicants therefor, designating the 
territory in which such association may make 
loans, and shall forward said charter to said 
applicants through said Federal land bank: Pro- 
vided, That said Federal Farm Loan Board may 
for good cause shown in any case refuse to grant 
a charter. 
Upon receipt of its charter such national farm 

loan association shall be authorized and empow- 
ered to receive from the Federal land bank of 
the district sums to be loaned to its members 
under the terms and conditions of this Act. 
Whenever any national farm loan association 

shall desire to secure for any member a loan on 
first mortgage from the Federal land bank of its 
district it shall subscribe for capital stock of said 
land bank to the amount of five per centum of 
such loan, such subscription to be paid in cash 
upon the granting of the loan by said land bank. 
Such capital stock shall be held by said land 
bank as collateral. security for the payment of 
said loan, but said association shall be paid any 
dividends accruing and payable on said capital 
stock while it is outstanding. Such stock may, 
in the discretion of the directors, and with the 
approval of the Federal Farm Loan Board, be 
paid off at par and retired, and it shall be sa 
paid off and retired upon full payment of the 
mortgage loan. In such case the national farm 
loan association shall pay off at par and retire 
the corresponding shares of its stock which were 
issued when said land bank stock was issued, The 
capital stock of a Federal land bank shall not 
be reduced to an amount less than five per cent- 
um of the principal of the outstanding farm, 
loan bonds issued by it. 

CAPITAL StTocK oF NATIONAL FARM LOAN 
ASSOCIATIONS. 

Sec. 8. That the shares in national farm loan 
associations shall be of the par of $5 each. 

Every shareholder shall be entitled to one vote 
on each share of stock held by him at all elec- 
tions of directors and in deciding all questions 
at meetings of shareholders: Provided, That the 
maximum number of votes which may be cast by 
any one shareholder shall be twenty. 

No persons but borrowers on farm land mort- 
gages shall be members or shareholders of nas 
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tional farm loan associations. Any person de- 
siring to borrow on farm land mortgage through 
a national farm loan association shall make appli- 
cation for membership and shall subscribe for 
shares of stock in such farm loan ‘association to 
an amount equal to five per centum of the face 
of the desired loan, said subscription to be paid 
in cash upon the granting of the loan. If the 
application for membership is accepted and the 
loan is granted, the applicant shall, upon full 
payment therefor, become the owner of one 
share of capital stock in said loan association 
for each $100 of the face of his loan, or any 
major fractional part thereof. Said capital stock 
shall be paid off at par and retired upon full pay- 
ment of said loan. Said capital stock shall be held 
by said association as collateral security for the 
payment of said loan, but said borrower shall be 
paid any dividends accruing and payable on said 
capital stock while it is outstanding. 

Every national farm loan association formed 
under this Act shall by its articles of association 
provide for an increase of its capital stock from 
time to time for the purpose of securing addi- 
tional loans for its members and providing for 
the issue of shares to borrowers in accordance 
with the provisions of this Act. Such increases 
shall be included in the quarterly reports to the 
Federal Farm Loan Board. 

NATIONAL FARM LoAN ASSOCIATIONS. 

—SPECIAL PROVISIONS. 

Sec. 9. That any person whose application for 
membership is accepted by a national farm loan 
association shall be entitled to borrow money on 
farm land mortgage upon filing his application in 
accordance with section eight and otherwise com- 
plying with the terms of this Act whenever the 
Federal land bank of the district has funds avail- 
able for that purpose, unless said land bank or 
the Federal Farm Loan Board shall, in its dis- 
cretion, otherwise determine. 

Any person desiring to secure a loan through 
a national farm loan association under the pro- 
visions of this Act may, at his option, borrow 
from the Federal land bank through such asso- 
ciation the sum necessary to pay for shares of 
stock subscribed for by him in the national farm 
loan association, such sum to be made a part of 
the face of the loan and paid off in amortization 
payments: Provided, however, That such addition 
to the loan ‘shall not be permitted to increase 
said loan above the limitation imposed in sub- 
section fifth of section twelve. 

Subject to rules and regulations prescribed by 
the Federal Farm Loan Board, any national farm 
loan association shall be entitled to retain as a 
commission from each interest payment on any 
loan indorsed by it an amount to be determined 
by said board not to exceed one-eighth of one 
per centum semiannually upon the unpaid princi- 
pal of said loan, any amounts so retained as 
commissions to be deducted from dividends pay- 
able to such farm loan association by the Fed- 
eral land bank, and to make application to the 
land bank of the district for loans not exceeding 
in the aggregate one-fourth of its total stock 
holdings in said land bank. The Federal land 
banks shall have power to make such loans to 
associations applying therefor and to charge in- 
terest at a rate not exceeding six per centum per 
annum. 

Shareholders of every national farm loan asso- 
‘ciation shall be held individually responsible, 
equally and ratably, and not one for another, 
for all contracts, debts, and engagements of such 
association to the extent of the amount of stock 
owned by them at the par value thereof, in 
addition to the amount paid in and represented 
by their shares. 

After a charter has been granted to a national 
farm loan association, any natural person who 
ais the owner, or about to become the owner, of 
farm land qualified under section twelve of this 
Act as the basis of a mortgage loan, and who 
‘desires to borrow on a mortgage of such farm 
land, may become a member of the association 
‘by a two-thirds vote of the directors upon sub- 
scribing for one share of the capital stock of 

such association for each $100 of the face of his 
proposed loan or any major fractional part there- 
of. He shall at the same time file with the 
secretary-treasurer his application for a mortgage 

loan, giving the particulars required by section 
twelve of this Act. 

APPRAISAL. 

Sec. 10. That whenever an application for a 
mortgage loan is made to a national farm loan 
association, the loan committee provided for in 
section seven of this Act, shall forthwith make, 
or cause to be made, such investigation as it 
may deem necessary as to the character and 
solvency of the applicant, and the sufficiency of 
the security offered, and cause written report to 
be made of the result of such investigation, and 
shall, if it concurs in such report, approve the 
same in writing. No loan shall be made unless the 
report is favorable, and the loan committee is 
unanimous in its approval thereof. 

The written report required in the preceding 
paragraph shall be submitted to the Federal land 
bank, together with the application for the loan, 
and the directors of said land bank shall examine 
said written report when they pass on the loan 
application which it accompanies, but they shall 
not be bound by said appraisal. 

Before any mortgage loan is made by any Fed- 
eral land bank, or joint stock land bank, it shall 
refer the application and written report of the 
loan committee to one or more of the land bank 
appraisers appointed under the authority of sec- 
tion three of this Act, and such appraiser or ap- 
praisers shall investigate and make a written re- 
port upon the land offered as security for said 
loan. No such loan shall be made by said land 
bank unless said written report is favorable. 

Forms for appraisal reports for farm loan as- 
sociations and land banks shall be prescribed by 
the Federal Farm Loan Board. 

Land bank appraisers shall make such examina- 
tions and appraisals and conduct such investiga- 
tions, concerning farm loan bonds and first mort- 
gages, as the Federal Farm Loan Board shall 
direct. 

No borrower under this Act shall be eligible 
as an appraiser under this section, but borrowers 
may act as members of a loan committee in 
any case where they are not personally interested 
in the loan under consideration. When any mem- 
ber of a loan committee or of a board of directors 
is interested, directly or indirectly, in a loan, a 
majority of the board of directors of any national 
farm loan association shall appoint a substitute to 
act in his place in passing upon such a loan. 

Powers OF NATIONAL FARM LOAN ASSOCIATIONS. 

Sec. 11. That every national farm loan associa- 
tion shall have the power: 

First. To indorse, and thereby become liable 
for the payment of, mortgages taken from its 
shareholders by the Federal land bank of its dis- 
trict. 

Second. To receive from the Federal land bank 
of its district funds advanced by said land bank, 
and to deliver said funds to its shareholders on re- 
ceipt of first mortgages qualified under section 
twelve of this Act. 

Third. To fix reasonable initial charges to be 
made against applicants for loans and to borrowers 
in order to meet the necessary expenses of the 
association: Provided, That such charges shall not 
exceed amounts to be fixed by the Farm Loan 
Board, and shall in no case exceed one per centum 
of the amount of the loan applied for; to acquire 
and dispose of property, real and personal, that 
may be necessary or convenient for the transac- 
tion of its business. 

Fourth. To issue certificates against deposits of 
current funds bearing interest for not longer than 
one year at not to exceed four per centum per 
annum after six days from date, convertible into 
farm loan bonds when presented at the Federal 
land bank of the district in the amount of $25 
or any multiple thereof. Such deposits, when re- 
ceived, shall be forthwith transmitted to said land 
bank, "and be invested by it in the purchase of 
farm loan bonds issued by a Federal land bank 
or in first mortgages as defined by this Act. 

——Ee———— 
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RESTRICTIONS ON LOANS BASED ON FIRST 
MORTGAGES. 

Sec. 12. That no Federal land bank organized 
under this Act shall make loans except upon the 
following terms and conditions: 

First. Said loans shall be secured by duly re- 
corded first mortgages on farm land within the 
land bank district in which the bank is situated. 

Second. Every such mortgage shall contain an 
agreement providing for the repayment of the loan 
on an amortization plan by means of a fixed num- 
ber of annual or semiannual installments suffi- 
cient to cover, first, a charge on the loan, at a 
rate not exceeding the interest rate in the last 
series of farm loan bonds issued by the land bank 
making the loan; second, a charge for administra- 
tion and profits at a rate not exceeding one per 
centum per annum on the unpaid principal, said 
two rates combined constituting the interest rate 
on the mortgage; and, third, such amounts to be 
applied on the principal as will extinguish the debt 
within am agreed period, not less than five years 
nor more than forty years: Provided, That after 
five years from the date upon which a loan is made 
the mortgagor may, upon any regular installment 
date, make in advance any number of payments 
or any portion thereof on account of the principal 
of his loan as provided by his contract or pay the 
entire principal of such loan, under the rules and 
regulations of the Federal Farm Loan Board: And 
provided further, That before the first issue of 
farm loan bonds by any land bank the interest rate 
on mortgages may be determined in the discretion 
of said land bank subject to the provisions and 
limitations of this Act. 

Third. No loan on mortgage shall be made 
under this Act at a rate of interest exceeding six 
per centum per annum, exclusive of amortization 
payments. 

Fourth. Such loans may be made for the follow- 
ing purposes and for no other: 

(a) To provide for the purchase of land for 
agricultural uses. 

To provide for the purchase of equipment, 
fertilizers and live stock necessary for the proper 
and reasonable operation of the mortgaged farm; 
the term ‘‘equipment” to be defined by the Federal 
Farm Loan Board. 

(c) To provide buildings and for the improve- 
ment of farm lands; the term “improvement” to 
be defined by the Federal Farm Loan Board. 

(d) To liquidate indebtedness of the owner of 
the land mortgaged incurred for agricultural pur- 
poses, or incurred prior to the organization of the 
first farm loan association established in and for 
the county in which the land is situated. 

Fifth. No such loan shall exceed fifty per cen- 
tum of the value of the land mortgaged and twen- 
ty per centum of the value of the permanent, in- 
sured improvements thereon, said value to be as- 
certained by appraisal, as provided in section ten 
of this Act. In making said appraisal the value 
of the land for agricultural purposes shall be the 
basis of appraisal and the earning power of said 
land shall be a principal factor. 
A reappraisal may be permitted at any time in 

the discretion of the Federal land bank, and such 
additional loan may be granted as such reappraisal 
will warrant under the provisions of this para- 
graph. Whenever the amount of the loan applied 
for exceeds the amount that may be loaned under 
the appraisal as herein limited, such loan may be 
granted to the amount permitted under the terms 
of this paragraph without requiring a new appli- 
cation or appraisal. 

Sixth. No such loan shall be ety to any per- 
son who is not at the time, or shortly to become, 
engaged in the cultivation of the farm mortgaged. 
In case of the sale of the mortgaged land, the 
Federal land bank may permit said mortgage and 
the stock interests of the vendor to be assumed 
by the purchaser. In case of the death of the 
mortgagor, his heir or heirs, or his legal repre- 
sentative or representatives, shall have the option, 
within sixty days of such death, to assume the 
mortgage and stock interests of the deceased. 

Seventh. The amount of loans to any one bor- 
rower shall in no case exceed a maximum of 

$10,000, nor shall any loan be for a less sum 
than $100. 

Eighth. Every applicant for a loan under the 
terms of this Act shall make application on a 
form to be prescribed for that purpose by the 
Federal Farm Loan Board, and such applicant shall 
state the objects to which the proceeds of said loan 
are to be applied, and shall afford such other in- 
formation as may be required. 

Ninth. Every borrower shall pay simple inter- 
est on defaulted payments at the rate of eight 
per centum per annum, and by express covenant 
in his mortgage deed shall undertake to pay when 
due all taxes, liens, judgments, or assessments 
which may be lawfully assessed against the land 
mortgaged. Taxes, liens, judgments, or assess- 
ments not paid when due, and paid by the mort- 
gagee, shall become a part of the mortgage debt 
and shall bear simple interest at the rate of eight 
per centum per annum. Every borrower shall un- 
dertake to keep insured to the satisfaction of the 
Federal Farm Loan Board all buildings the value 
of which was a factor in determining the amount 
of the loan. Insurance shall be made payable 
to the mortgagee as its interest may appear at time 
of loss, and, at the option of the mortgagor and 
subject to general regulations of the Federal Farm 
Loan Board, sums so received may be used to pay 
for reconstruction of the buildings destroyed. 

Tenth. Every borrower who shall be granted 
a loan under the provisions of this Act shall enter 
into an agreement, in form and under conditions 
to be prescribed by the Federal Farm Loan Board, 
that if the whole or any portion of his loan shall 
be expended for purposes other than those speci- 
fied in his original application, or if the borrower 
shall be in default in respect to any condition or 
covenant of the mortgage, the whole of said loan 
shall, at the option of the mortgagee, become due 
and payable forthwith: Provided, That the borrow- 
er may use part of said loan to pay for his stock 
in the farm loan association, and the land bank 
holding such mortgage may permit said loan to be 
used for any purpose specified in subsection fourth 
of this section. 

Eleventh. That no loan or the mortgage secur- 
ing the same shall be impaired or invalidated by 
reason of the exercise of any power by any Fed- 
eral land bank or national farm loan association 
in excess of the powers herein granted or any 
limitations thereon. 

Funds transmitted to farm loan associations by 
Federal land banks to be loaned to its members 
shall be in current funds, or farm loan bonds, at 
the option of the borrower. 

PoweERS OF FEDERAL LAND BANKS. 

Sec. 13. That every Federal land bank shall 
have power, subject to the limitations and require- 
ments of this Act— 

First. To issue, subject to the approval of 
the Federal Farm Loan Board, and to sell farm 
loan bonds of the kinds authorized in this Act, to 
buy the same for its own account, and to retire 
the same at or before maturity. 

Second. To invest such funds as may be in its 
possession in the purchase of qualified first mort- 
gages on farm lands situated within the Federal 
land bank district within which it is organized or 
for which it is acting. 

Third. To receive and to deposit in trust with 
the farm loan registrar for the district, to be by 
him held as collateral security for farm loan bonds, 
first mortgages upon farm land qualified under 
section twelve of this Act, and to empower nation- 
al farm loan associations, or duly authorized 
agents, to collect and immediately pay over to 
said land banks the dues, interest, amortization 
installments and other sums payable under the 
terms, conditions, and covenants of the mortgages 
and of the bonds secured thereby. 

Fourth. To acquire and dispose of— 
(a) Such property, real or personal, as may 

be necessary or convenient for the transaction of 
its business, which, however, may be in part leased 
to others for revenue purposes. 

(b) Parcels of land acquired in satisfaction of 
debts or purchased at sales under judgments, de- 
crees, or mortgages held by it. But no such bank 
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shall hold title and possession of any real estate 
purchased or acquired to secure any debt due to 
it, for a longer period than five years, except with 
the special approval of the Federal Farm Loan 
Board in writing. 

Fifth. To deposit its securities, and its current 
funds subject to check, with any member bank of 
the Federal Reserve System, and to receive in- 
terest on the same as may be agreed. 

Sixth. To accept deposits of securities or of 
current funds from national farm loan associa- 
tions holding its shares, but to pay no interest on 
such deposits. 

Seventh. To borrow money, to give security 
therefor, and to pay interest thereon. 

Eighth. To buy and sell United States bonds. 
Ninth. To charge applicants for loans and bor- 

rowers, under rules and regulations promulgated 
by the Federal Farm Loan Board, reasonable fees 
mot exceeding the actual cost of appraisal and de- 
termination of title. Legal fees and recording 
charges imposed by law in the State where the 
land to be mortgaged is located may also be in- 
cluded in the preliminary costs of negotiating 
mortgage loans. The borrower may pay such fees 
and charges or he may arrange with the Federal 
land bank making the loan to advance the same, 
in which case said expenses shall be made a part 
of the face of the loan and paid off in amortiza- 
tion payments. Such addition to the loan shall 
not be permitted to increase said loan above the 
limitations provided in section twelve. 

RESTRICTIONS ON FEDERAL LAND BANKS. 

Sec. 14. That no Federal land bank shall have 
power— 

First. To accept deposits of current funds pay- 
able upon demand except from its own stockhold- 
ers, or to transact any banking or other business 
ie expressly authorized by the provisions of this 

Ct 
Second. To loan on first mortgage except 

through national farm loan associations as pro- 
vided in section seven and section eight of this 
Act, or through agents as provided in section 
fifteen. 

Third. To accept any mortgages on real estate 
except first mortgages created subject to all limita- 
tions imposed by section twelve of this Act, and 
those taken as additional security for existing 
loans. 

Fourth. To issue or obligate itself for outstand- 
ing farm loan bonds in excess of twenty times the 
amount of its capital and surplus, or to receive 
from any national farm loan association additional 
mortgages when the principal remaining unpaid 
upon mortgages already received from such asso- 
ciation shall exceed twenty times the amount of 
its capital stock owned by such association. 

Fifth. To demand or receive, under any form 
or pretense, any commission or charge not specifi- 
cally authorized in this Act. 

AGENTS OF FEDERAL LAND BANKS. 

Sec. 15. That whenever, after this Act shall 
have been in effect one year, it shall appear to 
the Federal Farm Loan Board that national farm 
loan associations have not been formed, and are 
not likely to be formed, in any locality, because 
of peculiar local conditions, said board may, in its 
discretion, authorize Federal land banks to make 
loans on farm lands through agents approved by 
said board. 

Such loans shall be subject to the same condi- 
tions and restrictions as if the same were made 
through national farm loan associations, and each 
borrower shall contribute five per centum of the 
amount of his loan to the capital of the Federal 
land bank, and shall become the owner of as 
much capital stock of the land bank as such con- 
tribution shall warrant. 

No agent other than a duly incorporated bank, 
trust company, mortgage company, or sayings in- 
stitution, chartered by the State in which it has 
its principal office, shall be employed under the 
provisions of this section. 

Federal land banks may pay to such agents the 
actual expense of appraising the land offered as 
security for a loan, examining and certifying the 
title thereof, and making, executing, and recording 

the mortgage papers; and in addition may allow 
said agents not to exceed one-half of one per 
centum per annum upon the unpaid principal of 
said loan, such commission to be deducted from 
dividends payable to the borrower on his stock in 
the Federal land bank. 

Actual expenses paid to agents under the pro- 
visions of this section shall be added to the face 
of the loan and paid off in amortization payments 
subject to the limitations provided in subsection 
ninth of section thirteen of this Act. 

Said agents, when required by the Federal land 
banks, shall collect and forward to such banks 
without charge all interest and amortization pay- 
ments on loans indorsed by them. 

Any agent negotiating any such loans shall in- 
dorse the same and become liable for the payment 
thereof, and for any default by the mortgagor, on 
the same terms and under the same penalties as if 
the loan had been originally made by said agent 
as principal and sold by said agent to said land 
bank, but the aggregate of the unpaid principal of 
mortgage loans received from any such agent shall 
not exceed ten times its capital and surplus. 

If at any time the district represented by any 
agent under the provisions of this section shall, 
in the judgment of the Federal Farm Loan Board, 
be adequately served by national farm loan asso- 
ciations, no further loans shall be negotiated there- 
in by agents under this section. 

Joint Stock LANp BANKS. 

Sec. 16. That corporations, to be known as joint 
stock land banks, for carrying on the business of 
lending on farm mortgage security and issuing 
farm loan bonds, may be formed by any number of 
natural persons not less than ten. They shall be 
organized subject to the requirements and under 
the conditions set forth in section four of this Act, 
so far as the same may be applicable: Provided, 
that the board of directors of every joint stock 
Be bank shall consist of not less than five mem- 
ers. 
Shareholders of every joint stock land bank or- 

ganized under this Act shall be held individually 
responsible, equally and ratably, and not one for 
another, for all contracts, debts, and engagements 
of such bank to the extent of the amount of stock 
owned by them at the par value thereof, in addi- 
tion to the amount paid in and represented by their 
shares. 

Except as otherwise provided, joint stock land 
banks shall have the powers of, and be subject to 
all the restrictions and conditions imposed on, Fed- 
eral land banks by this Act, so far as such restric- 
tions and conditions are applicable: Provided, how- 
ever, That the Government of the United States 
shall not purchase or subscribe for any of the capi- 
tal stock of any such bank; and each shareholder 
of any such bank shall have the same voting privi- 
leges as holders of shares in national banking as- 
sociations. 

No joint stock land bank shall have power to 
issue or obligate itself for outstanding farm loan 
bonds in excess of fifteen times the amount of its 
capital and surplus, or to receive deposits or to 
transact any banking or other business not express- 
ly authorized by the provisions of this Act. 

No joint stock land bank shall be-authorized to 
do business until capital stock to the amount of 
at least $250,000 has been subscribed, one-half 
thereof paid in cash and the balance subject to call 
by the board of directors, and a charter has been 
issued to it by the Federal Farm Loan Board. 

No joint stock land bank shall issue any bonds 
until after the capital stock is entirely paid up. 

Farm loan bonds issued by joint stock land banks 
shall be so engraved as to be readily distinguished 
in form and color from farm loan bonds issued 
by Federal land banks, and shall otherwise bear 
such distinguishing marks as the Federal Farm 
Loan Board shall direct. 

Joint stock land banks shall not be subject to 
the provisions of subsection (b) of section seven- 
teen of this Act as to interest rates on mortgage 
loans or farm loan bonds, nor to the provisions 
of subsections first, fourth, sixth, seventh, and 
tenth of section twelve as to restrictions on mort- 
gage loans: Provided, however, That no loans shall 
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be made which are not secured by first mort- 
gages on farm lands within the State in which 
such joint stock land bank has its principal office, 
or within some one State contiguous to such State. 
Such joint stock land banks shall be subject to all 
other restrictions on mortgage loans imposed on 
Federal land banks in section twelve of this Act. 

Joint stock land banks shall in no case charge 
a rate of interest on farm loans exceeding by more 
than one per centum the rate of interest estab- 
lish2d for the last series of farm loan bonds issued 
by them. 

Joint stock land banks shall in no case demand 
or receive, under any form or pretense, any com- 
mission or charge not specifically authorized in 
this Act. 

Each joint stock land bank organized under this 
Act shall have authority to issue bonds based upon 
mortgages taken by it in accordance with the terms 
of this Act. Such bonds shall be in form pre- 
scribed by the Federal Farm Loan Board, and it 
shall be stated in such bonds that such bank is 
organized under section sixteen of this Act, is 
under Federal supervision, and operates under the 
provisions of this Act. 
Any joint stock land bank organized and doing 

business under the provisions of this Act may go 
into voluntary liquidation by making provision, to 
be approved by the Federal Farm Loan Board, for 
the payment of its liabilities: Provided, That such 
method of liquidation shall have been duly author- 
ized by a vote of at least two-thirds of the share- 
holders of such joint stock land bank at a regular 
meeting, or at a special meeting called for that 
purpose, of which at least ten days’ notice in writ- 
ing shall have been given to stockholders. 

For the purpose of assisting in any such liqui- 
dation duly authorized as in the preceding para- 
graph provided, any Federal land bank may, with 
the approval of the Federal Farm Loan Board, 
acquire the assets and assume the liabilities of any 
joint stock land bank, and in such transaction may 
waive the provisions of this Act requiring such 
land bank to acquire its loans through only national 
farm loan associations, or agents, and those re- 
lating to status of borrower, purposes of loan, and 
also the limitation as to the amount of individual 
loans. 

No Federal land bank shall assume the obliga- 
tions of any joint stock land bank, in such manner 
as to make its outstanding obligations more than 
twenty times its capital stock, except by the crea- 
tion of a special reserve equal to one-twentieth of 
the amount of such additional obligations assumed. 

PoweERs OF FEDERAL FARM LOAN BOARD. 

Sec. 17. That the Federal Farm Loan Board 
shall have power— 

(a) To organize and charter Federal land 
banks, and to charter national farm loan associa- 
tions and joint stock land banks subject to the 
provisions of this Act, and in its discretion to 
authorize them to increase their capital stock. 

(b) To review ¢nd alter at its discretion the 
rate of interest to be charged by Federal land 
banks for loans made by them under the provisions 
of this act, said rates to be uniform so far as 
practicable. 

(c) To grant or refuse to Federal land banks, 
or joint stock land banks, authority to make any 
er issue of farm loan bonds. 

(d) To make rules and regulations respecting 
the charges made to borrowers on loans under this 
Act for expenses in appraisal, determination of 
title, and recording. 

(e) To require reports and statements of con- 
dition and to make examinations of all banks or 
associations doing business under the provisions of 
this Act. 

(f) To prescribe the form and terms of farm 
loan bonds, and the form, terms, and penal sums 
of all surety bonds required under this Act and 
of such other surety bonds as they shall deem 
necessary, such surety bonds to cover financial loss 
as well as faithful _performance of duty. 

(g) To require Federal land banks to pay forth- 
with to any Federal land bank their equitable pro- 
portion of any sums advanced by said land bank 
to pay the coupons of any other land bank, basing 
said required payments on the amount of farm 

loan bonds issued by each land bank and actually 
outstanding at the time of such requirement. 

To suspend or to remove tor cause any 
district director or any registrar, appraiser, ex- 
aminer, or other official appointed by said board 
under authority of section three of this Act, the 
cause of such suspension or removal to be com- 
municated forthwith in writing by the Federal 
Farm Loan Board to the person suspended or 
removed, and in case of a district director to the 
proper Federal land bank. 

(1) To exercise general supervisory authority 
over the Federal land banks, the national farm 
loan associations, and the joint stock land banks 
herein provided for. 

(j) To exercise such incidental powers as shall 
be necessary or requisite to fulfill its duties and 
carry out the purposes of this Act. 

APPLICATIONS FOR FARM LOAN BonpDs. 

Sec. 18. That any Federal land bank, or joint 
stock land bank, which shall have voted to issue 
farm loan bonds under this Act, shall make written 
application to the Federal Farm Loan _ Board, 
through the farm loan registrar of the district, for 
approval of such issue. With said application 
said land bank shall tender to said farm loan 
registrar as collateral security first mortgages on 
farm lands qualified under the provisions of sec- 
tion twelve, section fifteen, or section sixteen of 
this Act, or United States Government bonds, not 
less in aggregate amount than the sum of the bonds 
proposed to be issued. Said bank shall furnish 
with such mortgages a schedule containing a de- 
scription thereof and such further information as 
may be prescribed by the Federal Farm Loan 
Board. 
Upon receipt of such application said farm loan 

registrar shall verify said schedule and shall trans- 
mit said application and said schedule to the Fed- 
eral Farm Loan Board, giving such further in- 
formation pertaining thereto as he may possess. 
The Federal Farm Loan Board shall forthwith 
cause to be made such investigation and appraise- 
ment of the securities tendered as it shall deem 
wise, and it shall grant in whole or in part, or 
reject entirely, such application. 

The Federal Farm Loan Board shall promptly 
transmit its decision as to any issue of farm loan 
bonds to the land bank applying for the same and 
to the farm loan registrar of the district. Said 
registrar shall furnish, in. writing, such informa- 
tion regarding any issue of farm loan bonds as the 
Federal Farm Loan Board may at any time require. 

No issue of farm loan bonds shall be author- 
ized unless the Federal Farm Loan Board shall 
approve such issue in writing. 

IssuE oF FARM Loan Bonps 

Sec. 19. That whenever any farm loan regis- 
trar shall receive from the Federal Farm Loan 
Board notice that it has approved any issue of 
farm loan bonds under the provisions of section 
eighteen he shall forthwith take such steps as may 
be necessary, in accordance with the provisions of 
this Act, to insure the prompt execution of said 
bonds and the delivery of the same to the land 
bank applying therefor. 

Whenever the Federal Farm Loan Board shall 
reject entirely any application for an issue of farm 
loan bonds, the first mortgages and bonds ten- 
dered to the farm loan registrar as collateral se- 
curity therefor shall be forthwith returned to said 
land bank by him. 
Whenever the Federal Farm Loan Board shall 

approve an issue of farm loan bonds, the farm 
loan registrar having the custody of the first mort- 
gages and bonds tendered as collateral security 
for such issue of bonds shall retain in his custody 
those first mortgages and bonds which are to be 
held as collateral security, and shall return to the 
bank owning the same any of said mortgages and 
bonds which are not to be held by him as col- 
lateral security. The land bank which is to issue 
said farm loan bonds shall transfer to said regis- 
trar, by assignment, in trust, all first mortgages 
and bonds which are to be held by said registrar 
as collateral security, said assignment providing for 
the right of redemption at any time by payment as 
provided in this Act and reserving the right of 
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substitution of other mortgages qualified under sec- 
tions twelve, fifteen, and sixteen of this Act. Said 
mortgages and bonds shall be deposited in such de- 
posit vault or bank as the Federal Farm Loan 
Board shall approve, subject to the control of said 
registrar and in his name as trustee for the bank 
issuing the farm loan bonds and for the prospec- 
tive holders of said farm loan bonds. 

No mortgage shall be accepted by a farm loan 
registrar from a land bank as part of an offering 
to secure an issue of farm loan bonds, either 
originally or by substitution, except first mort- 
gages made subject to the conditions prescribed in 
said sections twelve, fifteen, and sixteen. 

It shall be the duty of each farm loan registrar 
to see that the farm loan bonds delivered by him 
and outstanding do not exceed the amount of col- 
lateral security pledged therefor. Such registrar 
may, in his disrcetion, temporarily accept, in place 
of mortgages withdrawn, United States Govern- 
ment bonds or cash. 

The Federal Farm Loan Board may, at any 
time, call upon any land bank for additional se- 
curity to protect the bonds issued by it. 

Form or Farm Loan Bonps. 

Sec. 20. That bonds provided for in this Act 
shall be issued in denominations of $40, $100, $500, 
$1,000, and such larger denominations as the Fed- 
eral Farm Loan Board may authorize; they shall 
run for specified minimum and maximum periods, 
subject to payment and retirement, at the option 
of the Jand bank, at any time after the minimum 
period specified in the bonds, which shall not be 
longer than ten years from the date of their issue. 
They shall have interest coupons attached, pay- 
able semiannually, and shall be issued in series of 
not less than $50,000, the amount and terms to be 
fixed by the Federal Farm Loan Board. They 
shall bear a rate of interest not to exceed five per 
centum per annum. 

The Federal Farm Loan Board shall prescribe 
rules and regulations concerning the circumstances 
and manner in which farm loan bonds shall be 
paid and retired under .the provisions of this Act. 

Farm loan bonds shall be delivered through the 
registrar of the district to the bank applying for 
the same. 

In order to furnish farm loan bonds for de- 
livery at the Federal land banks and joint stock 
land banks, the Secretary of the Treasury is here- 
by authorized to prepare suitable bonds in such 
form, subject to the provisions of this Act, as the 
Federal Farm Loan Board may approve, such bonds 
when prepared to be held in the Treasury subject 
to delivery upon order of the Federal Farm Loan 
Board. The engraved plates, dies, bed-pieces, and 
so forth, executed in connection therewith shall 
remain in the custody of the Secretary of the 
Treasury. Any expenses incurred in the prepara- 
tion, custody, and delivery of such farm loan 
bonds shall be paid by the Secretary of the Treas- 
ury from any funds in the Treasury not other- 
wise appropriated: Provided, however, That the 
Secretary shall be reimbursed for such expendi- 
tures by the Federal Farm Loan Board through as- 
sessment upon the farm land banks in proportion 
to the work executed. They may be. exchanged 
into registered bonds of any amount, and re-ex- 
changed into coupon bonds, at the option of the 
holder, under rules and regulations to be pre- 
scribed by the Federal Farm Loan Board. 

SPECIAL Provisions OF FArmM LoAn Bonps. 

Sec. 21. That each land bank shall be bound in 
all respects by the acts of its officers in signing 
and issuing farm loan bonds, and by the acts of 
the Federal Farm Loan Board in authorizing their 
issue. 

Every Federal land bank issuing farm loan 
bonds shall be primarily liable therefor, and shall 
also be liable, upon presentation of farm loan bond 
coupons, for interest payments due upon any farm 
loan bonds issued by other Federal land banks and 
remaining unpaid in. consequence of the default of 
such other land banks; and every such bank shall 
likewise be liable for such portion of the principal 
of farm loan bonds so issued as shall not be paid 
after the assets of any such other land banks shall 
have been liquidated and distributed: Provided, 

That such losses, if any, either of interest or of 
principal, shall be assessed by the Federal Farm 
Loan Board against solvent land banks liable there- 
for in proportion to the amount of farm loan bonds 
which each may have outstanding at the time of 
such assessment. 

Every Federal land bank shall by appropriate 
action of its board of directors, duly recorded in 
its minutes, obligate itself to become liable on farm 
loan bonds as provided in this section. 

Every farm loan bond issued by a Federal land 
bank shall be signed by its president or vice presi- 
dent and attested by its secretary or assistant sec- 
retary. For the purpose of signing such bonds 
the board of directors of any Federal land bank is 
authorized to select a vice president who need not 
be a member of the board of directors; such bonds 
shall also contain on the face thereof a certificate 
signed by the Farm Loan Commissioner to the 
effect that it is issued under the authority of the 
Federal Farm Loan Act, has the approval in form 
and issue of the Federal Farm Loan Board, and 
is legal and regular in all respects; that it is not 
taxable by National, State, municipal, or local au- 
thority; that it is issued against collateral security 
of United States Government bonds, or indorsed 
first mortgages on farm lands, at least equal in 
amount to the bonds issued; and that all Federal 
ae, banks are liable for the payment of each 
ond. 

APPLICATION OF AMORTIZATION AND INTEREST 
PAYMENTS. 

Sec. 22. That whenever any Federal land bank, 
or joint stock land bank, shall receive any inter- 
est, amortization or other payments upon any first 

mortgage or bond pledged as collateral security for 
the issue of farm loan bonds, it shall forthwith 
notify the farm loan registrar of the items so re- 
ceived. Said registrar shall forthwith cause such 
payment to be duly credited upon the mortgage 
entitled to such credit. Whenever any such mort- 
gage is paid in full, said registrar shall cause 
the same to be canceled and delivered to the 
proper land bank, which shall promptly satisfy and 
discharge the lien of record and transmit such 
canceled mortgage to the original maker thereof, or 
his heirs, administrators, executors, or assigns. 

Upon written application by any Federal land 
bank, or joint stock land bank, to the farm loan 
registrar, it may be permitted, in the discretion of 
said registrar, to withdraw any mortgages or bonds 
pledged as collateral security under this Act, and 
to substitute therefor other similar mortgages or 
United States Government bonds not less in 
amount than the mortgages or bonds desired to be 
withdrawn. 
Whenever any farm loan bonds, or coupons or 

interest payments of such bonds, are due under 
their terms, they shall be payable at the land bank 
by which they were issued, in gold or lawful 
money, and upon payment shall be duly canceled 
by said bank. At the discretion of the Federal 
Farm Loan Board, payment of any farm loan bond 
or coupon or interest payment may, however, be 
authorized to be made at any Federal land bank, 
any joint stock land bank, or any other bank, 
under rules and regulations to be prescribed by 
the Federal Farm Loan Board. 
When any land bank shall surrender to the 

proper farm loan registrar any farm loan bonds 
of any series, canceled or uncanceled, said land 
bank shall be entitled to withdraw first mortgages 
and bonds pledged as collateral security for any of 
said series of farm loan bonds to an amount equal 
to the farm loan bonds so surrendered, and it shall 
be the duty of said registrar to permit and direct 
the delivery of such mortgages and bonds to such 
land ban 

Interest payments on hypothecated first mort- 
gages shall be at the disposal of the land bank 
pledging the same, and shall be available for the 
payment of coupons and the interest of farm loan 
bonds as they become due. 

Whenever any bond matures, or the interest on 
any registered bond is due, or the coupon on any 
coupon bond matures, and the same shall be pre- 
sented for payment as provided in this Act, the 
full face value thereof shall be paid to the holder. 

a 
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Amortization and other payments on the prin- 
cipal of first mortgages held by a farm loan regis- 
trar as collateral security for the issue of farm 
loan bonds shall constitute a trust fund in the 
hands of the Federal land bank or joint stock land 
bank receiving the same, and shall be applied or 
employed as follows: 

In the case of a Federal land bank— 
(a) To pay off farm loan bonds issued by said 

bank as they mature. 
(b) To purchase at or below par farm loan 

bonds issued by said bank or by any other Feder- 
al land bank. 

(c) To loan on first mortgages on farm lands 
within the land bank district, qualified under this 
Act as collateral security for an issue of farm loan 
bonds. 

(d) To purchase United States Government 
bonds. 

In the case of a joint stock land bank— 
(a) To pay off farm loan bonds issued by said 

bank as they mature. 
(b) To purchase at or below par farm loan 

bonds. 
(c) To loan on first mortgages qualified under 

section sixteen of this Act. 
(d) To purchase United States Government 

bonds. 
The farm loan bonds, first mortgages, United 

States Government bonds, or cash constituting the 
trust fund aforesaid, shall be forthwith deposited 
with the farm loan registrar as substituted col- 
lateral security in place of the sums paid on the 
principal of indorsed mortgages held by him in 
trust. 

Every Federal land bank, or joint stock land 
bank, shall notify the farm loan registrar of the 
disposition of all payments made on the principal 
of mortgages held as collateral security for an 
issue of farm loan bonds, and said registrar is au- 
thorized, at his discretion, to order any of such 
payments, or the proceeds thereof, wherever de- 
posited or however invested, to be immediately 
transferred to his account as trustee aforesaid. 

RESERVES AND DIVIDENDS OF LAND BANKS. 

Sec. 23. That every Federal land bank, and 
every joint stock land bank, shall semiannually 
carry to reserve account twenty- -five per centum of 

its net earnings until said reserve account shall 
show a credit balance equal to twenty per centum 
of the outstanding capital stock, five per centum of 
Whenever said reserve shall have been impaired, 
said balance of twenty per centum shall be fully 
restored before any dividends are paid. After said 
reserve has reached the sum of twenty per centum 
of the outstanding capital stock, five per centum of 
the net earnings shall be annually added thereto. 
For the period of two years from the date when 
any default occurs in the payment of the interest, 
amortization installments, or principal on any first 
mortgage, by both mortgagor and indorser, the 
amount so defaulted shall be carried to a suspense 
account, and at the end of the two-year period 
specified, unless collected, shall be debited to re- 
serve account. 

After deducting the twenty-five per centum or 
the five per centum hereinbefore directed to be 
deducted for credit to reserve account, any Federal 
land bank or joint stock land bank may declare a 
dividend to shareholders of the whole or any part 
of the balance of its net earnings. The reserves 
of land banks shall be invested in accordance with 
rules and regulations to be prescribed by the Fed- 
eral Farm Loan Board. 

RESERVE AND DIVIDENDS OF NATIONAL FARM 

Loan ASSOCIATIONS. 

Sec. 24. That every national farm loan associa- 
tion shall, out of its net earnings, semiannually 
carry to reserve account a sum not less than ten 
per centum of such net earnings until said reserve 
account shall show a credit balance equal to twenty 
per centum of the outstanding capital stock of said 
association. 

Whenever said reserve shall have been impaired, 
said credit balance of twenty per centum shall be 
fully restored before any dividends are paid. After 
said reserve has reached said sum of twenty per 

centum, two per centum of the net earnings shall 
be annually added thereto. 

After deducting the ten per centum or the two 
per centum hereinbefore directed to be credited to 
reserve account, said association may, at its dis- 
cretion, declare a dividend to shareholders of the 
whole or any part of the balance of said net earn- 
ings. 

The reserves of farm loan associations shall be 
invested in accordance with rules and regulations 
to be prescribed by the Federal Farm Loan Board. 
Whenever any farm loan association shall be 

voluntarily liquidated a sum equal to its reserve 
account as herein required shall be paid to and 
become the property of the Federal land bank in 
which such loan association may be a shareholder. 

DEFAULTED LOANS. 

Sec. 25. That if there shall be default under 
the terms of any indorsed first mortgage held by 
a Federal land bank under the provisions of this 
Act, the national farm loan association or agent 
through which said mortgage was received by said 
Federal land bank shall be notified of said default. 
Said association or agent may thereupon be re- 
quired, within thirty days after such notice, to 
make good said default, either by payment of the 
amount unpaid thereon in cash, or by the substi- 
tution of an equal amount of farm loan bonds 
issued by said land bank, with all unmatured cou- 
pons attached. 

EXEMPTION FROM TAXATION. 

Sec. 26. That every Federal land bank and 
every national farm loan association, including the 
capital and reserve or surplus therein and the in- 
come derived therefrom, shall be exempt from Fed- 
eral, State, municipal, and local taxation, except 
taxes upon real estate held, purchased, or taken by 
said bank or association under the provisions of 
section eleven and section thirteen of this Act. 
First mortgages executed to Federal land banks, or 
to joint stock land banks, and farm loan bonds 
issued under the provisions of this Act, shall be 
deemed and held to be instrumentalities of the 
Government of the United States, and as such they 
and the income derived therefrom shall be exempt 
from Federal, State, municipal, and local taxation. 

Nothing herein shall prevent the shares in any 
joint stock land bank from being included in the 
valuation of the personal property of the owner 
or holder of such shares, in assessing taxes im- 
posed by authority of the State within which the 
bank is located; but such assessment and taxation 
shall be in manner and subject to the conditions 
and limitations contained in section fifty-two hun- 
dred and nineteen of the Revised Statutes with 
reference to the shares of national banking associ- 
ations. 

Nothing herein shall be construed to exempt the 
real property of Federal and joint stock land 
banks and national farm loan associations from 
either State, county, or municipal taxes, to the 
same extent, according to its value, as other real 
property is taxed. 

INVESTMENT IN FARM LOAN Bonps. 

Sec. 27. That farm loan bonds issued under the 
provisions of this Act by Federal land banks or 
joint stock land banks shall be a lawful investment 
for all fiduciary and trust funds, and may be ac- 
cepted as security for all public deposits. 

Any member bank of the Federal Reserve Sys- 
tem may buy and sell farm loan bonds issued 
under the authority of this Act. 

Any Federal reserve bank may buy and sell 
farm loan bonds issued under this Act to the 
same extent and subject to the same limitations 
placed upon the purchase and sale by said banks 
of State, county, district, and municipal bonds 
under subsection (b) of section fourteen of the 
Federal Reserve Act approved December twenty- 
third, nineteen hundred and thirteen. 

EXAMINATIONS. 

Sec. 28. That the Federal Farm Loan Board 
shall appoint as many land bank examiners as in 
its judgment may be required to make careful 
examinations of the banks and associations per- 
mitted to do business under this Act. 
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Said examiners shall be subject to the same re- 
quirements, responsibilities and penalties as are 
applicable to national bank examiners under the 
national bank Act, the Federal Reserve Act and 
other provisions of law. Whenever directed by 
the Federal Farm Loan Board, said examiners 
shall examine the condition of any national farm 
loan association and report the same to the Farm 
Loan Commissioner. They shall examine and re- 
port the condition of every Federal land bank and 
joint stock land bank at least twice each year. 

Said examiners shall receive salaries to be fixed 
by the Federal Farm Loan Board. 

DISSOLUTION AND APPOINTMENT OF RECEIVERS. 
Sec. 29. That upon receiving satisfactory evi- 

dence that any national farm loan association has 
failed to meet its outstanding obligations of any 
description the Federal Farm Loan Board may 
forthwith declare such association insolvent and 
appoint a receiver and require of him such bond 
and security as it deems proper: Provided, That 
no national farm loan association shall be declared 
insolvent by said board until the total amount of 
defaults of current interest and amortization in- 
stallments on loans indorsed by national farm loan 
associations shall amount to at least $150,000 in 
the Federal land bank district, unless such associ- 
ation shall have been in default for a period of 
two years. Such receiver, under the direction of 
the Federal Farm Loan Board, shall take posses- 
sion of the books, records, and assets of every 
description of such association, collect all debts, 
dues, and claims belonging to it, and, with the 
approval of the Federal Farm Loan Board, or 
upon the order of a court of record of competent 
jurisdiction, may sell or compound all bad or 
doubtful debts, and, on a like approval or order, 
may sell all the real and personal property of such 
association, on such terms as the Federal Farm 
Loan Board or said court shall direct. 

Such receiver shall pay over all money so col- 
lected to the Treasurer of the United States, sub- 
ject to the order of the Federal Farm Loan Board, 
and also make report to said board of all his acts 
and proceedings. The Secretary of the Treasury 
shall have authority to deposit at interest any 
money so received. 

Upon default of any obligation, Federal land 
banks and joint stock land banks may be declared 
insolvent and placed in the hands of a receiver 
by the Federal Farm Loan Board, and proceedings 
shall thereupon be had in accordance with the pro- 
visions of this section regarding national farm loan 
associations. 

f any national farm loan association shall be 
declared insolvent and a receiver shall be ap- 
pointed therefor by the Federal Farm Loan Board, 
the stock held by it in the Federal land bank of 
its district shall be canceled without impairment of 
its liability and all payments on such stock, with 
accrued dividends, if any, since the date of the 
last dividend shall be first applied to all debts of 
the insolvent farm loan association to the Federal 
land bank and the balance, if any, shall be paid to 
the receiver of said farm loan association: Pro- 
vided, That in estimating said debts contingent 
liabilities incurred by national farm loan associa- 
tions under the provisions of this Act on account 
of default of principal or interest of indorsed 
mortgages shall be estimated and included as a 
debt, and said contingent liabilities shall be deter- 
mined by agreement between the receiver and the 
Federal land bank of the district, subject to the 
approval of the Federal Farm Loan Board, and if 
said receiver and said land bank cannot agree, then 
by the decision of the Farm Loan Commissioner, 
and the amount thus ascertained shall be deducted 
in accordance with the provisions of this section 
from the amount otherwise due said national farm 
loan association for said canceled stock. Whenever 
the capital stock of a Federal land bank shall be 
reduced, the board of directors shall cause to be 
executed a certificate to the Federal Farm Loan 
Board, showing such reduction of capital stock, 
and, if said reduction shall be due to the insol- 
vency of a national farm loan association, the 
amount repaid to such association. 

No national farm loan association, Federal land 
bank or joint stock land bank shall go into volun- 

tary liquidation without the written consent of the 
Federal Farm Loan Board, but national farm loan 
associations may consolidate under rules and regu- 
lations promulgated by the Federal Farm Loan 
Board. 

STATE LEGISLATION. 

Sec. 30. That it shall be the duty of the ae 
Loan Commissioner to make examination of the 
laws of every State of the United States and to 
inform the Federal Farm Loan Board as rapidly 
as may be whether in his judgment the laws of 
each State relating to the conveying and recording 
of land titles, and the foreclosure of mortgages or 
other instruments securing loans, as well as pro- 
viding homestead and other exemptions and grant- 
ing the power to waive such exemptions as respects 
first mortgages, are such as to assure the holder 
thereof adequate safeguards against loss in the 
event of default on loans secured by any such 
mortgages. 

Pending the making of such examination in the 
case of any State, the Federal Farm Loan Board 
may declare first.mortgages on farm lands situated 
within such State ineligible as the basis for an 
issue of farm loan bonds; and if said examination 
shall show that the laws of any such State afford 
insufficient protection to the holder of first mort- 
gages of the kinds provided in this Act, said Fed- 
eral Farm Loan Board may declare said first mort- 
gages on land situated in such State ineligible dur- 
ing the continuance of the laws in question. In 
making his examination of the laws of the several 
States and forming his conclusions thereon said 
Farm Loan Commissioner may call upon the office 
of the Attorney General of the United States for 
any needed legal advice or assistance, or may 
employ special counsel in any State where he con- 
siders such action necessary. 

At the request of the Executive of any State 
the Federal Farm Loan Board shall prepare a 
statement setting forth in what respects the re- 
quirements of said board cannot be complied with 
under the existing laws of such State. 

PENALTIES. 

Sec. 31. That any applicant for a loan under 
this Act who shall knowingly make any false state- 
ment in his application for such loan, and any 
member of a loan committee or any appraiser pro- 
vided for in this Act who shall willfully overvalue 
any land offered as security for loans under this 
Act, shall be punished by a fine of not exceeding 
$5, 000, or by imprisonment not exceeding one year, 
or both. Any examiner appointed under this Act 
who shall accept a loan or gratuity from any land 
bank or national farm loan association examined 
by him, or from any person connected with any 
such bank or association in any capacity, shall be 
punished by a fine of not exceeding $5,000, or by 
imprisonment not exceeding one year, or both, and 
may be fined a further sum equal to the money so 
loaned or gratuity given, and shall forever there- 
after be disqualified from holding office as an ex- 
aminer under the provisions of this Act. No 
examiner, while holding such office, shall perform 
any other service for compensation for any bank 
or banking or loan association, or for any person 
connected therewith in any capacity. 

Any person who shall falsely make, forge, or 
counterfeit, or cause or procure to be falsely made, 
forged, or counterfeited, or willingly aid or assist 
in falsely making, forging, or counterfeiting any 
bond, coupon, or paper in imitation of, or purport- 
ing to be an imitation of, the bonds or coupons 
issued by any land bank or national farm loan 
association, now or hereafter authorized and acting 
under the laws of the United States; or any per- 
son who shall pass, utter, or publish, or attempt 
to pass, utter, or publish any false, forged, 
or counterfeited bond, coupon, or paper  pur- 
porting to be issued by any such bank or asso- 
ciation, knowing the same to be falsely made, 
forged, or counterfeited; or whoever shall falsely 
alter, or cause or procure to be falsely altered, or 
shall willingly aid or assist in falsely altering any 
such bond, coupon, or paper, or shall pass, utter, 
or publish as true any falsely altered or spurious 
bond, coupon, or paper issued, or purporting to 
have been issued, by any such bank or association, 
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knowing the same to be falsely altered or spurious, 
shall be punished by a fine of not exceeding $5,000 
“a 4 imprisonment not exceeding five years, or 

oth. 

Other than the usual salary or directors’ fee 
paid to any officer, director, or employee of a 
national farm loan association, a Federal land 
bank, or a joint stock land bank, and other than a 
reasonable fee paid by such association or bank 
to any officer, director, attorney, or employee for 
services rendered, no officer, director, attorney, or 
employee of an association or bank organized un- 
der this Act shall be a beneficiary of or receive, 
directly or indirectly, any fee, commission, gift, 
or other consideration for or in connection with 
any transaction or business of such association or 
bank. No land bank or national farm loan associ- 
ation organized under this Act shall charge or 
receive any fee, commission, bonus, gift, or other 
consideration not herein specifically authorized. 
No examiner, public or private, shall disclose the 
names of borrowers to other than the proper 
officers of a national farm loan association or land 
bank without first having obtained express per- 
mission in writing from the Farm Loan Commis- 
sioner or from the board of directors of such 
association or bank, except when ordered to do 
so by a court of competent jurisdiction or by 
direction of the Congress of the United States, or 
of either House thereof, or any committee of 
Congress or of either House duly authorized. Any 
person violating any provision of this paragraph 
shall be punished by a fine of ‘not exceeding $5,000 
or Aad imprisonment not exceeding one year, or 
both. 

Any person connected in any capacity with any 
national farm loan association, Federal land bank, 
or joint stock land bank, who embezzles, abstracts, 
or willfully misapplies any moneys, funds, or cred- 
its thereof, or who without authority from the 
directors draws any order, assigns any note, bond, 
draft, mortgage, judgment, or decree thereof, or 
who makes any false entry in any book, report, or 
statement of such association or land bank with 
intent in either case to defraud such institution or 
any other company, body politic or corporate, or 
any individual person, or to deceive any officer of 
a national farm loan association or land bank or 
any agent appointed to examine into the affairs of 
any such association or bank, and every person 
who with like intent aids or abets any officer, 
clerk, or agent 1n any violation of this section, 
shall be punished by a fine of not exceeding $5,000 
bd Md imprisonment not exceeding five years, or 
oth. 
Any person who shall deceive, defraud, or im- 

pose upon, or who shall attempt to deceive, de- 
fraud, or impose upon, any person, firm, or corpo- 
tration by making any false pretense or representa- 
tion regarding the character, issue, security, or 
terms of any farm loan bond, or coupon, issued 
under the terms of this Act; or by falsely pretend- 
ing or representing that any farm loan bond, or 
coupon, issued under the terms of this Act by one 
class of land banks is a farm loan bond, or coupon, 
issued by another class of banks; or by falsely 
pretending or representing that any farm _ loan 
bond, or coupon, issued under the terms of this 
Act, or anything contained in said farm loan bond, 
or coupon, is anything other than, or different 
from, what it purports to be on the face of said 
bond or coupon, shall be fined not exceeding $500 
or imprisoned not exceeding one year, or both. 

The Secretary of the Treasury is hereby author- 
ized to direct and use the Secret Service Division 
of the Treasury Department to detect, arrest, and 
deliver into custody of the United States marshal 
having jurisdiction, any person or persons violat- 
ing any of the provisions of this section. 

GOVERNMENT DEPOSITs. 

Sec. 32. That the Secretary of the Treasury is 
authorized, in his discretion, upon the request of 
the Federal Farm Loan Board, to make deposits 
for the temporary use of any Federal land bank, 
out ofi any money in the Treasury not otherwise 
appropriated. Such Federal land bank shall issue 
to the Secretary of the Treasury a certificate of 
indebtedness for any such deposit, bearing a rate 

of interest not to exceed the current rate charged 
for other Government deposits, to be secured by 
farm loan bonds or other collateral, to the satis- 
faction of the Secretary of the Treasury. Any 
such certificate shall be redeemed and paid by such 
land bank at the discretion of the Secretary of the 
Treasury. The aggregate of all sums so deposited 
by the Secretary of the Treasury shall not .exceed 
the sum of $6,000,000 at any one time. A 

Until such time as the aggregate paid-in capital 
stock of the twelve Federal land banks shall be 
$50,000,000, or more, the Secretary of the Treas- 
ury may in his discretion make deposits in addi- 
tion to those authorized by the preceding para- 
graph, to be secured, redeemed, and paid in the 
same manner as provided in such paragraph, except 
that any additional deposit made hereunder shall 
be called by the Secretary of the Treasury and 
redeemed by the bank or banks holding the same, 
within fifteen days after the conclusion of each 
general offering of farm loan bonds by such bank 
or banks. The aggregate of such additional de- 
posits outstanding at any time shall not exceed the 
difference between the aggregate paid-in capital 
stock of the twelve Federal land banks on the last 
day of the preceding month, and the sum of 
$50,000,000. The certificates of indebtedness issued 
to the Secretary of the Treasury by the Federal 
land bank for such additional deposits shall bear 
a rate of interest not exceeding by more than one- 
half of one per centum per annum the rate borne 
by the last bond issue of the land bank receiving 
such deposits. 

ORGANIZATION EXPENSES. 

Sec. 33. That the sum of $100,000, or so much 
thereof as may be necessary, is hereby appropri- 
ated, out of any money in the Treasury not 
otherwise appropriated, to be expended under the 
‘direction of the Federal Farm Loan Board, for 
the purpose of carrying into effect the provisions 
of this Act, including the rent and equipment of 
necessary offices. 

LIMITATION OF CouURT DECISIONS. 

Sec. 34. That if any clause, sentence, paragraph, 
or part of this Act shall for any reason be 
adjudged by any court of competent jurisdiction to 
be invalid, such judgment shall not affect, impair, 
or invalidate the remainder of this Act, but shall 
be confined in its operation to the clause, sentence, 
paragraph, or part thereof directly involved in the 
controversy in which such judgment shall have 
been rendered. 

REPEALING CLAUSE. 

Sec. 35. That all Acts or parts of Acts incon- 
sistent with this Act are hereby repealed, and this 
Act shall take effect upon its passage. The right 
to amend, alter, or repeal this Act is hereby ex- 
pressly reserved. 

Approved, July 17, 1916. 

Federal Farm Loan Board 

The board upon whom the general super- 

vision of the Federal Farm Loan System 
rests. It is composed of the Secretary of 

the Treasury (ex-officio) and four other 
members appointed by the President. The 
powers and duties of the Federal Farm Loan 
Board in relation to the Federal Farm Loan 

System are analogous to those of the Fed- 
eral Reserve Board in the supervision of the 

Federal Reserve System. The board super- 
vises the operations of the Federal land 

banks, farm loan associations, and 4joint- 

stock land banks, regulates interest rates and 

charges on farm mortgage loans, supervises 

the issue of farm loan bonds, conducts exam- 

inations of the banks under their jurisdiction, 
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issues regulations for the guidance of the 
land banks and farm loan associations, and 

issues reports showing the condition of the 
banks and of agricultural credit. 

The board is located in Washington, D. ce 

(See Federal Farm Loan System.) 

Federal Farm Loan Board Rulings 
and Regulations 

The Federal Farm Loan Act requires the 
Farm Loan Board to define certain terms and 
to make rules and regulations for carrying 
out the provisions of the act. Since the es- 
tablishment of the Federal farm loan system 
various questions have arisen which have re- 

quired that the board make decisions thereon 
in addition to making definitions of certain 
terms in the act itself. These definitions 
and decisions affect directly or indirectly the 
Federal land banks, joint stock land banks, 

and National farm loan associations, which 

organizations are authorized under the law. 
In many cases these definitions and decisions 

are of particular importance to the members 
and officers of farm loan associations, as 
well as being of some interest to the general 
public. It has been deemed best, therefore, 
to present in circular form the definitions 
and decisions that have been thus far made 
by the Federal Farm Loan Board. 

The definitions, rulings, and regulations 
hereby presented are classified under head- 
ings dealing particularly with some definite 
subject connected with the interpretation and 
operation of the provisions of the farm loan 
ACh 

FEDERAL FARM LOAN BOARD RULINGS 

AND REGULATIONS. 

DEFINITIONS. 

1. Equipment.—Under the term equipment may 
be included the implements needed in the conduct 
of a farm to facilitate its operation. It may con- 
sist of teams, as well as machinery, tools, and like 
articles. 

2. Improvements.—Under this term is included 
anything in the form of beneficial structure, or 
any useful, permanent physical change tending to 
increase productive value, such as clearing, tiling, 
draining, fencing, buildings, etc. 

3. Actual farmer.—An actual farmer is one who 
conducts the farm and directs its entire operation, 
cultivating the same with his own hands or by 
means of hired labor. An owner, to borrow under 
the farm loan act, must be responsible in every 
way, financially and otherwise, for the cultivation 
of his land. (See also Rule No. 15.) 

4. Area of farms.—As a basis of determining 
what area constitutes a farm for loaning purposes 
the board requires the following test: 

(1) Generally: The farm must be of sufficient 
area to yield at the hands of an ordinarily capable 
farmer, putting it to the use to which it is gener- 
ally adapted and using average methods, an income 
sufficient to maintain the family of the applicant 
and discharge the interest and amortization pay- 
ments on his loan. 

(2) Specially: Where, through intensive farming 
or the practice of a specialty, a sufficient income 
has been regularly derived from a tract deficient 

in area for ordinary farming, or where the appli- 
cation of the prospective borrower shows that he 
is by experience capable of producing such an 
income from such a tract, such area may be 
accepted as sufficient, provided the land has a stable 
and permanent market value sufficient to warrant 
the loan applied for. This ruling does not apply 
to fruit and orchard lands which have been the 
subjects of definite rulings by the board. 

FEDERAL LAND BANKS. 

1. Surety bonds of officials —The surety bond 
to be executed as required by the Federal farm 
loan act, by the president, secretary, and treasurer 
of each Federal land bank, is fixed at the sum of 
$20,000 each; the bond required of the vice presi- 
dent is fixed at $10,000; and the bond of the 
remaining director is fixed at $2,000. The regis- 
trar shall be the custodian of the surety bonds 
given by the officers and directors of the Federal 
land banks. 

2. Qualifications of officials.—Section 3 of the 
Federal farm loan act, in reference to the qualifi- 
cations of registrars, land bank appraisers, and 
land bank examiners, means that no person who is 
a stockholder in any bank, or in any corporation 
making land mortgage loans or selling land mort- 
gages, is eligible to any one of the above-named 
offices, except for temporary appointment. 

3. Rate of interest.—In view of the change in 
imterest rates as a result of post-war conditions, 
the Farm Loan Board recommended to the Federal 
land banks after the decision of the Supreme Court 
of the United States on February 28, 1921, sus- 
taining the constitutionality of the farm loan aCty 
that the interest rate on mortgages be increased 
to 6 per cent until such time as interest rates 
return to a more normal basis. This rate of inter- 
est was adopted by all the Federal land banks and 
has since been in force. 

4. Kind of abstract—The Federal land banks 
must determine the nature of the abstracts which 
will be required with the applications for loans. 
The abstracts may be prepared by bonded abstrac- 
tors, attorneys, or anyone competent to do this 
work. Any abstract of title sanctioned, by ordi- 
nary sound business usage in a community where 
loans are made will be sufficient under the farm 
loan act. 

5. Charge for examining abstract.—When ab- 
stracts are furnished by the borrower, the exami- 
nation of the abstract will be made by the general 
attorney of each Federal land bank at its office. 
In districts where abstracts are not obtainable 
except by examination of the public records, then 
the borrower will have to bear the cost of exami- 
nation. The board has permitted the Federal 
land banks to make a nominal charge for the 
determination’ of title from an abstract of title 
when presented to the bank with the application 
for a loan. 

NATIONAL Farm LoAn ASSOCIATIONS. 

1. Condition for a charter.—Where in the or- 
ganization of a national farm loan association the 
accepted number of borrowers is less than 10, or 
the amount of approved loans is less than $20,000, 
a charter will not be granted. 

2. Territory covered by an _ association.—No 
farm loan association may operate in territory cov- 
ering any part of two States. In defining the 
territory within which an association will do 
business, said territory must be entirely within 
the boundary of a single State. But the over- 
lapping of the territories of different national farm 
loan associations is permissible when confined with- 
in State lines. No monopoly of territory will be 
allowed. 

3. Oath of directors——The act provides that 
every national farm loan association shall elect in 
the manner prescribed for the election of directors 
of national banking associations a board of not 
less than five directors, who shall hold office for 
the same period as directors of national banking 
associations. In view of the fact that directors of 
national banks are required to be sworn, the ques- 
tion was raised whether or not directors of national 
farm loan associations should be sworn. The 
board believes that the directors of farm loan 
associations should be put to the least possible 
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trouble; that no requirement should be made that 
is not legally necessary; and that the omission of 
the oath in their case is permissible. 

4. Officers as members of loan committees.— 
Members of the board of directors of national 
farm loan associations are considered eligible to 
serve on loan committees, and where the secretary- 
treasurer is a member of the association he may 
also serve on the loan committee if elected to such 
position by the board of directors. 

5. Surety bond of the secretary-treasurer.—The 
surety bond of each secretary-treasurer of a farm 
loan association shall be deposited with the Federal 
land bank of its district to be held as custodian, 
and all such bonds are to be written in favor of 
the farm loan association (of which said secretary- 
treasurer is an official) or the Federal land bank 
“as interest may appear.’’ The condition of each 
surety bond has been prescribed and can be hal 
on application. 

The amount of the bond has been fixed on a 
sliding scale as follows: For associations with loans 
under $50,000, bond of $3,500; for each additional 
$10,000 or fraction thereof, add $600 up to a 
maximum of $10,000, which will be the largest 
bond required of any secretary-treasurer. 

6. Compensation of a_ secretary-treasurer.—In 
the judgment of the board the compensation of a 
secretary-treasurer of a farm loan association de- 
pends so much upon his relative duties as made 
necessary by the size of an association that it is 
difficult to name any definite amount as compensa- 
tion for such services. The compensation should 
be based upon the time actually required to per- 
form the work the secretary-treasurer is called 
upon to do. 

7. Voting of members in preliminary organiza- 
tions.—In view of the fact that prior to the 
approval of an application for a loan the amount 
of stock which each member will acquire is unde- 
termined, thé board is of the opinion that it would 
be the part of wisdom if each subscriber was lim- 
ited to one vote in matters discussed and decided 
in the preliminary organization of a farm loan 
association. 

8. Basis of membership in an _ association.— 
Where a person resides in one district or State 
and owns land in another district or State, the 
location of the land which is offered as security 
for the loan shall be the determining factor as to 
the eligibility for membership of an applicant; that 
is to say, an applicant for a loan must become a 
member of an association which includes within 
its territory the land offered as security. 

9. Membership as affected by residence.—(1) If 
any part of a farm is within the territory of a 
chartered association the owner should be eligible 
to membership in that association no matter which 
side of the line he may happen to live. 

(2) Where a part of such farm lies within the 
territory of two chartered associations he should 
be permitted to choose which association he shall 
re no matter on which side of the line he may 
ive 

(3) Under the preceding paragraph where the 
lands are noncontiguous they will be considered as 
a farm only if under common management and 
situated in such proximity to each other as to 
constitute practically one operative agricultural 
unit. 

(4) Where the line is a State line as well as 
a county line the borrower, if he wishes to make 
loans on lands on both sides of the line, must 
make separate loans and join separate associations, 
whether the lands are contiguous or not. 

10. Eligibility of guardians to membership.— 
Guardians, executors, administrators, and trustees 
are not “‘natural persons,” and are therefore ex- 
cluded from membership in national farm loan 
associations by the provisions of section 7 of the 
Federal farm loan act, except where the guardian 
is father, mother, husband, wife, brother, or sister, 
and has a joint interest in the property with the 
ward, in which case such loans may be made. 
Under these circumstances the guardian will, of 
course, sign the note and mortgage individually, 
as*well as officially, and will act as member of the 
farm loan association. 

11. Eligibility of aliens to membership.—Where 
State laws do not restrict the right of aliens to 
hold and convey real estate, alien residents of 
such State are eligible as members of national 
farm loan associations. 

12. Notice to stockholders of meetings.—(1) Who 
is entitled to notice: In article 3 of the by-laws 
the secretary-treasurer is required to give notice 
to “the members for a prescribed period prior to 
the date of meeting.’’ The board rules that a 
charter member who signs a charter is a_ stock- 
holder from the date of his signature, and that a 
noncharter member is not a stockholder, and hence 
not entitled to notice until his loan is approved 
and his stock has been issued. 

(2) Form of notice: The articles of association 
for farm loan .associations also provide that the 
directors thereof shall be selected at an annual 
meeting of the stockholders to be held on the 
second Tuesday in January at a place to be desig- 
nated by the board of directors at least 30 days 
before such meeting. _The board rules as a 
matter of practice that it would be well if written 
notice were given to all stockholders a reasonable 
time prior to the annual meeting. 

13. Disposition of member’s stock in case of 
foreclosure.—By section 2 of article 1 of the by- 
laws of farm loan associations it is provided that 
membership in the association shall terminate with 
the payment of the loan, but there appears to be 
no provision for the termination of membership 
upon the sale of the borrower’s property (except 
by implication in subdivision 6, sec. 12 of the act, 
where it is stated that “in case of the sale of the 
mortgaged land, the Federal land bank may permit 
said mortgage and the stock interests of the ven- 
dor to be assumed by the purchaser’’). 

In this connection the question has arisen as to 
the disposition of a borrower’s stock in event of 
foreclosure. While the law is silent upon the 
question, the board believes that in the event of 
foreclosure the borrower’s stock should be can- 
celed and the money returned to him or applied on 
his debt, as exigencies of the situation might re- 
quire. 

14. Joint owners of land.—Any one of joint 
owners of land who is himself eligible as a mem- 
ber of a national farm loan association may sign 
articles of association and participate in prelim- 
inary organization; such person may be a director 
or a member of a loan committee, but the stock 
should be issued jointly to the joint owners who 
sign the mortgage, and after the issuance of stock 
the active member should have a voting proxy 
from the other joint owners of stock. 

15. Voting by proxy.—(1) At the annual elec- 
tion of directors by national farm loan associations 
voting by proxy shall not be permitted, except as 
follows: 

(2) Stockholders of a national farm loan asso- 
ciation may vote by proxy where the proxy holder 
is a joint owner of the stock. 

(3) A married woman who is a stockholder in 
a national farm loan association may give her hus- 
band a proxy authorizing him to represent her and 
vote her stock at shareholders’ meetings of such 
association; but such proxy will not render the 
holder eligible to any office in the association. 

16, Duties of loan committee.—The regular loan 
committee of a national farm loan association will 
be required to make appraisements, except where 
substitutes are provided under the law. It is the 
conclusion of the board that there can be but one 
regular loan committee for each asseciation. (See 
also amendment to the farm loan act on page 5 
of Circular No. 11, which permits the loan com- 
mittee to designate one person to appraise an appli- 
cant’s farm.) 

17. Substitute member of loan committee.—A 
farm loan association may appoint a_ substitute 
member of a loan committee to act in any case 
where a regular member of the committee is in- 
capacitated or otherwise unable to act. 

18. Compensation of loan committee.—The com- 
pensation of a regular loan committee depends 
upon the size of the association and the work 
required. No fixed rule, therefore, can be laid 
down. The board believes that so far as possible 
the work should be done without expense, since 
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this is a cooperative system by farmers and for 
farmers. In a small association the board believes 
that it ns not necessary to pay the loan committee 
any fees, and that in very few cases will it be 
necessary to pay the loan committee more than its 
actual expenses. (See also note by the Farm Loan 
Board to an amendment to the farm loan act 
appearing on page 6 of Circular No. 11.) 

19. The basis for appraising lands.—The ap- 
praisement of a farm should represent the best 
judgment of the members of the loan committee as 
to the value of the land in question, the principal 
factor being the productivity of the land when 
used for agricultural purposes, but taking also into 
consideration the salability of the land and pre- 
vailing land prices in that community. 

20. Report of loan committee.—Section 10 of 
the act provides that a loan committee, in addition 
to the appraisal of the land, shall give ‘‘such other 
information as may be required by rules and regu- 
lations to be prescribed by the Federal Farm Loan 
Board. 

On this proposition the board feels that condi- 
tions vary so greatly in different localities that it 
is difficult to provide a general uniform rule, and 
that the matter of furnishing such other informa- 
tion by the loan committee may better be left to 
the good judgment of each Federal land bank. 

21. Communications with farm loan associations. 
—In dealing with farm loan associations, the Fed- 
eral Farm Loan Board will conduct business 
through the secretary-treasurer and not through 
an attorney who may havé been appointed by any 
particular farm loan association. 

22. Attorney for associations to make abstracts. 
—In answer to an inquiry whether or not an asso- 
ciation has the right to appoint an attorney to 
draw up abstracts and pay him out of its official 
funds, the board rules that each borrower is re- 
quired to furnish his own abstract of title, and the 
applicant must stand the expense of preparing 
this abstract. An association has no right to em- 
ploy any of its funds to pay for the preparation 
of abstracts for its members. This must be an 
individual charge, and if members of an association 
club together to have this work jointly done, they 
must do it as individuals and not as an association. 
Each borrower is free to make his own choice in 
the selection of an attorney or abstractor, subject 
to the approval of the Federal land bank of his 
district. 

23. Consolidation of associations.—Where two 
or more national farm loan associations have been 
chartered, operating in territory which can legally 
be covered by one association, and desire to be 
consolidated into one association, the general result 
to be attained is that the liquidating association 
or associations shall turn over all assets to the 
nonliguidating association, the latter assuming all 
the liabilities of the former. To attain this result, 
the following steps are necessary: 

1. Where the name of an existing association is 
retained as the consolidated name and the others 
are to discontinue business. 

(1) The association or associations retiring 
from business must call a meeting of share- 
holders, who must, by resolutions approved by 
two-thirds of its members, decide to go into 
voluntary liquidation and authorize its board 
of directors to take the necessary steps to 
tender such resolution effective. 

(2) The board of directors by proper reso- 
lution shall direct that the stock of the Federal 
land bank held by such liquidating association 
shall be transferred to the nonliquidating asso- 
ciation which assumes its contingent liabilities 
as indorser on outstanding mortgages. 

(3) All stock of the liquidating association 
shall be canceled, and if any certificates or 
evidences of ownership are outstanding in the 
hands of its members or elsewhere, such cer- 
tificates shall be retired and other similar ser- 
tificates of the nonliquidating association be 
substituted therefor. 

(4) The Federal land bank of the district 
will require the indorsement for transfer of 
the liquidating association of its stock held by 
such association, and issue in substitution there- 
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for similar stock in the name of the nonliqui- 
dating association. 

(5) The board of directors of the nonliqui- 
dating association will, by resolution entered 
upon itS minutes, assume the liabilities of the 
liquidating association as indorser on all mort- 
gages held by the Federal land bank bearing 
such indorsement and certify the same to the 
Federal land bank. 

2. In case the consolidating associations desire 
to assume a new name the nonliquidating associa- 
tion will file application to amend its charter so 
as to assume the desired name and also to amend 
its charter as to territorial boundaries so as to 
include all of the desired territory. 
When the necessary papers are executed, they 

should be forwarded through the Federal land 
bank to the Farm Loan Board for approval, as 
required by section 29 of the farm loan act. The 
necessary blank forms for use in such cases will 
be forwarded without cost to associations by the 
Federal Farm Loan Bureau, Washington, D.C. 

24. Investment of reserves.——The Farm Loan 
Board has approved the following methods of in- 
vesting the reserves of national farm loan associa- 
tions: (1) In Federal farm loan bonds; (2) in 
obligations of the United States Government; and 
(3) in certificates of deposit in a bank approved 
by the board of directors of an association. 

BAsis FOR LOANS 

1. On orchard lands.—On orchards, where the 
lands have no substantial value except for orchard 
purposes, no loans shall be made; that where the 
lands have a basic agricultural value, such. value 
shall be made the basis for the loans; and that 
orchards shall not be regarded as permanent im- 
provements, but shall be taken into consideration 
as enhancing the general value of land and in 
determining its productive value. 

On farm lands with underlying minerals.— 
Loans will be made on lands which are primarily 
agricultural lands on which there are leases car- 
rying the right to remove oils, gases, or other 
minerals, provided that the extent to which such 
right may interfere with the use of the land for 
agricultural purposes .be taken into consideration, 
and that the land bank indemnify itself by requir- 
ing the borrower to include in his mortgage all 
rights under such leases and agree therein that the 
proceeds from such leases shall be applied to the 
payment of the mortgage. 

3. On lands under drainage projects.—Where 
lands are offered as security for a loan which are 
subject to a fixed annual charge for the cost of 
a drainage project covering a given number of 
years, the existence of such a charge may be con- 
sidered similar to a municipal or school district 
tax, which does not prevent the making of a loan 
on such land, but the existence of the charge must 
be taken into account in appraising the value of 
the land. 

4. On unimproved lands.—It is not necessary 
that all the land included in a mortgage to a Fed- 
eral land bank be under cultivation. One of the 
purposes for which money may be borrowed is to 
prepare land for cultivation; a reasonable amount 
of pasture land in connection with a farm is 
desirable, and such pasture land, or land to be 
put under cultivation, may be appraised in connec- 
tion with the land under cultivation at its actual 
value and serve as security to an amount equal to 
50 per cent of such appraisement. 

5. On homestead lands.—Where a homestead 
entryman on Government homestead has in good 
faith occupied the land for the requisite period 
and made final proof by virtue of such settlement, 
his land-office receipt may be accepted as evidence 
of basic title for the purpose of a loan under the 
Federal farm loan system. 
Where homestead entrymen commute at the end 

of 14 months and pay for their land, the board will 
insist upon patent before a loan will be granted. 

6. Total of loans on more than one tract.—A 
farmer may become a member of two or more 
associations if he has land lying within the terri- 
tory of the said associations. Such a member may 
borrow on any number of pieces of property ‘on 
first mortgage, but the total amount of his loans. 
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may not exceed $10,000, the maximum fixed by 
the farm loan act. 

7. By partners.—Partners in operating a farm 
may borrow if one or more are farmers and are 
engaged in the cultivation of the land mortgaged. 
But partners must join severally in executing the 
mortgage on the land, and all should give one the 
authority to represent the others in the farm loan 
association. Only one member of the partnership 
can become a member of the association. 

8. For the purchase of additional land.—Where 
a mortgage is given on land which the applicant 
owns for the purpose of purchasing other land, it 
is not legally necessary that the land to be pur- 
chased be included in the mortgage or be contigu- 
ous to the mortgaged land, but it must be suff- 
ciently close to the borrower’s home to admit of 
proper supervision, and must be purchased for 
personal agricultural use and not for speculation 
or for rental. 

9. Loan in anticipation of improvements.—Loans 
may be made for the erection of permanent insur- 
able improvements, or for clearing, draining, and 
other kindred improvements, and the enhanced 
value of the farm by reason of such improvements 
may be taken into consideration in making the 
appraisal in the first instance, but where this is 
done, extraordinary care must be exercised, and 
the bank should be absolutely sure— 

(1) As to the amount the proposed improve- 
ments will add to the value of the land; 

(2) That the sum borrowed is entirely sufficient 
to make the proposed improvements; and 

(3) That no money is paid out on account of 
such improvements until all possibility of liens for 
labor, material, or other construction charges is 
eliminated, either by the lapse of time or by a 
bond against liens, by a waiver of the right to 
lien, or whatever other form may be provided by 
State laws. 

10. Loans on one tract to improve another tract. 
—Loans may be made upon one tract of land for 
the purpose of making improvements upon another 
tract owned by the borrower; but such loans should 
not be regarded with favor, and should not be 
made at all unless both tracts of land are under 
common management and are situated in such 
proximity to each other as to constitute practically 
one operative agricultural unit. 

11. Loans on farms divided by county or State 
lines.—Where a farm is divided by a State as well 
as a county line, if the borrower wishes to make 
loans on lands on both sides of the line, he must 
make separate loans and join separate associations, 
whether the lands are contiguous or not. 

12. No loans on worthless buildings.—In making 
his recommendations for loans a Government ap- 
praiser is fully justified in refusing to consider, 
as a basis for a loan, buildings which are so run 
down that no reputaable insurance company will 
write policies of insurance thereon. Where build- 
ings are practically worthless, even though they 
may be carrying a small insurance in some insur- 
ance company, the appraiser should not consider 
them as part security for a loan because at any 
time after the loan is made the policy is likely to 
be canceled. 

13. Loans to husband and wife.—Husband and 
wife owning lands in severalty may each borrow 
on their respective lands, the limit to each being 
$10,000. 

14. Eligibility of applicant for a loan.—The ques- 
tion of the eligibility of a farm owner whose land 
is being cultivated by some one else depends upon 
whether the contract is one of tenancy or hire. 
If the relation between the landowner and culti- 
vator is one of landlord and tenant, then the 
owner may not borrow. If it is one of master and 
servant, he may. 

15. Loans to actual farmers.—The board be- 
lieves that Congress intended loans under the farm 
loan act should be confined to farmers who were 
“actually engaged or soon to become engaged in 
the cultivation of the land mortgaged,” and rules: 

(1) That in determining the question of whether 
or not an applicant is a farmer the test shall be: 
Is farming his principal vocation and is his prin- 
cipal income derived from agriculture? 

(2) In determining the question of whether or 
not the applicant is actually engaged in the cul- 
tivation of the land mortgaged, it shall be held 
that he is if he cultivates the land with his own 
or hired labor. 

MortTGAGED LANDS. 

1. Partial release.—If an owner of a large tract 
of land borrows under the Federal farm loan sys- 
tem, a partial release may be properly made at 
any time where justice to the borrower demands 
and where the unreleased portion of the security 
is ample. This release may be procured within 
or after five years from the date of his loan. 
Subdivision 2 of section 12 of the farm loan act 
provides that such amounts are to be applied on 
the principal ‘‘as will extinguish the debt within 
an agreed period, not less than 5 years nor more 
than 40 years.’ This subdivision also provides 
that on any regular installment date ‘‘after five 
years from the date upon which a loan is made, 
additional payments or the payment of the en- 
tire principal may be made” by the borrower. 

The above means that the original debt must 
subsist for a period of five years, less the regular 
installment payments, unless increased by reap- 
praisement, but that the security for the same 
may be altered within said period so long as it 
remains ample. 

2. Method of executing partial releases.—The 
following method of executing partial releases of 
mortgaged lands has been approved by the Farm 
Loan Board: 

(1) As soon as any partial release is approved 
by the executive committee of a Federal or joint 
stock land bank, the note and mortgage securing 
such loan should be immediately withdrawn from 
the registrar. 

(2) When approved mortgages or Government 
securities are not available, the registrar may 
temporarily approve farm mortgages which he 
deems satisfactory on any substitution assignment 
made to cover any withdrawals on account of par- 
tial or total payment. 

(3) If the security has not been substantially 
affected, the executive committee should make 
written statement to that effect, one copy of which 
should be filed with the loan papers in the case 
and another sent to the Appraisement Division of 
the Farm Loan Bureau, after which such security 
will again be eligible for assignment to the regis- 
trar. 

(4) If partial release desired would in the 
opinion of the executive committee substantially 
reduce the security, new application and _ reap- 
praisal must be required, in which case all papers 
should be submitted to the Appraisement Division 
of the Farm Loan Bureau for approval, the same 
as if it were an original loan. After approval by 
the Appraisement Division, the loan may again 
be pledged with the registrar as collateral for 
bonds issued. 

(5) The board of directors of each association 
should adopt appropriate resolutions approving on 
behalf of the association all partial releases grant- 
ed by the banks on_ security which they have 
previously indorsed. This action is necessary in 
order that the guarantee of the association may 
not be waived. 

(6) Each land bank should keep a register of 
all partial releases executed and should furnish 
a statement to the association that such releases 
have been executed, so that the approval of the 
action of the bank may be ratified by the asso- 
ciation as above provided. The register of partial 
releases should provide space on which notation 
of the association’s approval should be noted. 

3. Joint mortgage.—When a husband and wife 
are joint owners of the property mortgaged one 
should give the other power of attorney to be his 
or her representative in the farm loan associa- 
tion. When husband and wife both sign a mort- 
gage, but one or the other is sole owner, the one 
in whose name the title stands is the one who is 
eligible to membership in the association. 

4. Depletion of security.—Where standing tim- 
ber has been taken into consideration in the ap- 
praisal of the farm and making of the loan, the 
removal of such timber is such a depletion of the 
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security as to justify foreclosure or acceptance of 
payment on account of the principal of the loan 
at any time. 

5. Loans on reappraisement.—Where additional 
loans are granted on reappraisement of lands al- 
ready under mortgage, a new first mortgage 
should be executed for the full amount. 

6. Policies of mutual fire insurance companies. 
—Where mutual fire insurance companies are 
authorized by State law and are under State 
supervision, the policies of such companies, where 
they are complying with the State law, and their 
conditions and policy forms are satisfactory to the 
Federal land bank of the district, will be accept- 
able to the Federal Farm Loan Board; such poli- 
cies should, however, be fully paid for when de- 
posited with the bank. 

7. Paying off a mortgage before five years.— 
While the borrower has no right to pay off his 
mortgage within five years from its date, the 
board has held that the acceptance of such pay- 
ment is not prohibited to either Federal or joint 
stock land banks where unforeseen circumstances 
arise making it to the interest of the borrower 
to pay. Should a land bank accept such payment, 
it may collect such a bonus as will fully reim- 
burse the bank for the expense of making the 
loan in the first instance. 

Joint Stock LAND Banks. 

1. Conditions for a charter.—With reference to 
the organization, chartering, and naming of joint 
stock land banks the board has ruled as follows: 

(1) That no charter will be granted to any 
joint stock land bank in the organization of 
which there has been any expense for promotion. 

(2) That the words ‘Joint stock land bank’ 
shall appear in the name of every joint stock land 
bank chartered under the Federal farm loan act, 
and that no other words shall be used in the 
title of any such bank, except such as are neces- 
sary to distinguish it from any other bank or 
banks operating in the same territory. 

(3) That there is nothing in the act to prevent 
a director of a joint stock land bank from_hold- 
ing a position with another banking institution. 

Amortized loans by joint stock land banks.— 
All loans made by joint stock land banks must 
be made on the amortization plan, and no mort- 
gage made on any other plan can be accepted as 
a basis for any issue of farm loan bonds. 

3. Maximum loan to one borrower.—No loan 
to a single borrower made by any joint stock land 
bank in excess of 15 per cent of its capital and 
surplus will be approved as security for a bond 
issue, and in no case will ay approval be given 
of any loan in excess of $50,0 

4. Increase of capital stock. eae increase the 
capital stock of a joint stock land bank, an ap- 
plication by authority of its board of directors 
must first be submitted to the Farm Loan Board 
for approval of such increase. This must be fol- 
lowed by authority from the shareholders of said 
bank, two-thirds in amount approving, and by 
the payment of the amount of such increase in 
cash, both of which facts must be officially certi- 
fied to the Farm Loan Board. 

5. Purposes of the loan.—While joint stock 
land banks are exempted from the specific limita- 
tions imposed upon Federal land banks in refer- 
ence to the purposes for which loans may be 
made, nevertheless the general purposes of the 
act are so clearly defined in the title, namely, ‘‘to 
provide capital for agricultural development,’”’ and 
this purpose is so generally understood and ac- 
cepted, that the Board feels it is inconsistent 
with the purposes of the act and sound public 
policy that loans should be made by joint stock 
land banks, except for the purposes enumerated 
in the act, or other purposes related to agricul- 
tural development. Joint stock land banks are, 
therefore, requested to confine their loans to such 
purposes, and are advised that the Board can not 
approve loans which are made for the purpose 
of speculation or for other purposes entirely for- 
eign to agricultural production. 

6. Commissions.—It is proper for a joint stock 
land bank to pay a reasonable commission to its 
agents who procure applications for it, but it is 

a violation of the spirit and the letter of the law 
for joint stock land banks or their agents to 
charge a borrower any commission, fee, or bonus 
where the loan is made at the maximum rate of 6 
per cent, except the authorized charge for ap- 
praisal and determination of title, which must not 
exceed the actual cost of such services. Joint 
stock land banks will be held by the Board re- 
sponsible for a rigid observance of this provision 
of the law. 

Bonps AND BoNpD ISSUES. 

1. Rejected securities.—Any securities which 
may from time to time be deposited with any 
farm loan registrar as collateral security for a 
proposed issue of farm loan bonds and be re- 
jected by this board shall be by him reassigned 
to the institution depositing the same upon re- 
ceipt of notice from this board of such rejec- 
tion. 

2. Acknowledgments of transfers of bonds.— 
Acknowledgments of transfers of registered farm 
loan bonds may be taken by any person authorized 
to take acknowledgments of United States Gov- 
ernment registered bonds, or before any officer 
with a seal authorized under State laws to take 
acknowledgments of conveyances of real estate. 

3. Basis for approval of a bond issue.—In or- 
der to have farm mortgages accepted as a basis 
for a bond issue, the applications for loans and 
appraisals of farms must conform to the follow- 
ing conditions: 

(1) Where loans are contemplated of Federal 
land banks, the farm loan act requires that the 
property shall first be appraised by the loan com- 
mittee of a farm loan association, and that the 
loan itself shall be guaranteed by said association. 
A Federal land bank, therefore, is not at liberty 
to make a loan in excess of the amount recom- 
mended by the loan committee of an association, 
unless the matter is specially called to the atten- 
tion of the association and the association makes 
itself liable for the loan in the increased amount 
either by an express assumption or by an amend- 
ment of the report of the loan committee. 

(2) The law forbids a loan in excess of 50 
per cent of the value of the land and 20 per 
cent of the value of the insured improvements. 
Farm loan bonds issued by either Federal or 
joint stock “land banks are sold to the public 
upon the assurance that these limits will not be 
exceeded, and for the information of bondholders 
this board preserves the schedule of mortgages to 
prove that these limits have not been exceeded. 
It is.therefore absolutely essential that this schedule 
should show such valuations by a Federal ap- 
praiser of the land and the buildings, in the case 
of each loan, as will affirmatively demonstrate 
that in no case has the limit been exceeded. 

(3) The law provides that the Farm Loan 
Board shall accept or reject applications for the 
issue of bonds after “such investigation and ap- 
praisement of the securities tendered as it shall 
deem wise.’ This means that, even after the 
loan committee, the Federal appraiser, the board 
of directors of a Federal or joint stock Jand bank, 
and the registrar have done their part, this board 
shaJl determine as to each mortgage whether it 
is or is not satisfactory security for an issue of 
bonds. To make this determination, the board 
must have not only the schedule but the original 
application papers, all of which must be examined 
to determine whether the law has been complied 
with in every particular at each stage of the 
transaction. 

4. Government bonds as temporary security.— 
Government bonds tendered as temporary security 
for issues of farm loan bonds will hereafter be 
accepted at their par value when accompanied by 
evidence that the bank tendering the same secured 
them at par, as an original subscriber; otherwise 
they will be accepted only at their market value 
at the time of tender. Deficiencies now existing 
under this ruling must be supplied within 90 days. 

THE REGISTRARS. 

1, Surety bond of registrar.—The surety bond 
of the registrar of each district is fixed at the 
sum of $10,000 and runs to the Government of 

_ 
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the United States and to the Federal land bank 
of the district, as their interests may appear. 
While such bond shall be forwarded to and held 
by the Farm Loan Board, each registrar must pay 
the premium on his own surety bond. 

2. Safe-keeping of securities by registrars.— 
All notes and mortgages held by a registrar as 
collateral for farm loan bonds shall be by him 
deposited in some suitable vault or safe-deposit 
box, to which he shall at all times have access. 
All evidence of indebtedness, securities and 
funds, title to which passes by delivery, which 
may come into his hands, shall be kept by him 
in a safe-deposit box to which he shall have ac- 
cess only in the company of an officer or a repre- 
sentative, thereunto duly authorized in writing, 
of the bank which has pledged the same. 

The rental of vault space necessary for the 
safe-keeping of securities in the hands of the 
registrars, other than those the title to which 
passes by delivery, shall be paid by the Federal 
land bank of the district, and a proportionate 
share of the cost of such vault space shall be 
borne by any joint stock land banks doing busi- 
ness in the district, the distribution of such cost 
to be made by the registrars. Each bank pledging 
evidences of indebtedness, securities and funds, 
title to which passes by delivery, shall maintain 
a separate deposit box for such securities in a 
bank or trust company designated by the regis- 
trar, rental of which is to be paid by the bank 
pledging the same. 

Federal Farm Loan Bonds 

Bonds which are the direct obligation of 

not only the Federal land bank which issues 
them, but also of the other eleven banks of 
the system. They are joint obligations of 
the entire twelve land banks, and are also 

known as Federal Land Bank bonds. Their 
security consists of mortgages on farm lands, 

carefully selected according to reliable and 
uniform standards prescribed by the Farm 
Loan Act and the Regulations of the Federal 

Farm Loan Board. These mortgages pledged 

as security are in turn secured by land at 
least double, or permanent insured improve- 
ments equal to five times, the value of the 
loan; by the resources and double liability 
of the local national farm loan association 

indorsing the loan; by the resources of the 
land bank of issue; and by the capital and 
reserves of the other eleven land banks in 
the system. These bonds cannot be issued 
in an amount to exceed twenty times the 

issuing bank’s paid-up capital. 

It has been held by a decision of the U. S. 

Supreme Court that these bonds are instru- 
mentalities of the Government, and are ex- 

empt from Federal, State, municipal and 
local taxation. They are legal investments 
for such trust funds as come under Federal 
jurisdiction, and are acceptable by the Unit- 

ed States Treasury as security for Govern- 
ment deposits including postal savings funds. 
They are also eligible for investment by sav- 

ings banks in thirty-seven states. 

Federal Farm Loan bonds are available in 

denominations of 40, $100, 500, $1,000, $5,- 

000 and $10,000. They are issued with a 

twenty year maturity with the redemption 
privilege at five years after date of issue 
for issues outstanding prior to May 1, 1921, 
and ten years after date of issue for issues 
after May 1, 1921. They are issued in 
coupon and registered forms and are inter- 
changeable. The semi-annual interest cou- 
pons are payable at any Federal Land bank 
or Federal Reserve bank, but the principal 
is payable only at the Land bank of issue. 

The legal maximum rate for these bonds is 
5 per cent. Some of the outstanding issues 
bear 5 per cent. and others 4% per cent. 

On October 1, 1921, there were $373,790,- 
500 of these bonds outstanding, about half 
being held by the Treasury Department and 
the other half held by National banks, es- 
tates, and private investors. 

These bonds are not to be confused with 
Joint-Stock Land Bank Bonds (q. v.). (See 
Federal Farm Loan System.) 

Federal Farm Loan Districts 
The twelve districts into which the con- 

tinental United States is divided and in which 
the operations of each of the twelve Federal 

Land banks are confined. The Federal Farm 

Loan Board determined the boundaries of 
these districts, and in so doing, considered 

the character and development of the states 
entering into each district. The following 

factors were considered: total land area, 

area of land and farms, area of improved 

land and farms, number of farms mortgaged 

at that time, amount of outstanding mortgage 

indebtedness, value of farm lands and build- 

ings, gross value of farm products, total pop- 

ulation and total rural population. See map. 

Federal Farm Loan System 
A system of farm mortgage banking, or- 

ganized under Government — supervision, 
created by the Federal Farm Loan Act 

(q. v.) approved July 17, 1916. The system 

was instituted to furnish a mechanism to 

provide long-term credits to farmers, and to 
obtain an adequate supply of capital to 
finance these credits through the issue of bonds 

secured by well selected farm mortgages. 

Before the passage of this Act, such a sys- 

tem was not provided by the Federal or 
State governments. 

The general administration of the system 

is under the control of the Federal Farm 

Loan Bureau of the Treasury Department at 

Washington, which, in turn, is supervised by 

the Federal Farm Loan Board (q. v.). The 
important details of supervision are covered 
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in the Federal Farm Loan Board Rulings and 

Regulations (q. v.). 

Two separate schemes of rural credits, 

both under the jurisdiction of the Federal 

Farm Loan Board, are contemplated by the 
Federal Farm Loan Act, viz.: (1) Federal 
land bank system, and (2) joint-stock land 

bank system. The Federal land bank system 
operates through (a), twelve Federal land 

banks, (b) national farm loan associations, 

and (c) agencies. The joint-stock land bank 

system operates through the joint-stock land 

banks, the number of which is not limited. 

The Act provides that the United States 
shall be divided into twelve Federal Farm 
Loan Districts (q. v.), and that each dis- 

trict shall be served by a Federal Land Bank 

(q. v.) having a capital of not less than 

$750,000. 
In the Federal land bank system, farmers 

obtain loans not directly through the land 
banks, but through National Farm Loan 

Associations (q. v.). Before obtaining a 

loan, the farmer-applicant must become a 

member of a farm loan association and sub- 

scribe to the stock of such loan association 

up to 5 per cent. of the amount he desires 
to borrow. The application for a loan must 

be presented on a form supplied to the loan 

association by the Federal Farm Loan Board. 

The application is then referred to the loan 

committee of the association which appraises 
the property offered as security, and if ap- 

proved, it is forwarded to the Federal land 

bank of the district. The latter conducts a 
second investigation in order to satisfy itself 

of the character of the prospective borrower 

and the value of his property. If and when 

the loan is granted, the funds are forwarded 

to the borrower from the Federal Land bank 
through the loan association. 

No individual can borrow less than $100 

or more than $10,000. No loan may be made 
for more than 50 per cent. of the value of 
the land mortgaged to secure it, or for more 

than 20 per cent. of the value of permanent 
insured improvements thereon. Loans may 

run for not less than five and not more than 

forty years. Every loan, moreover, must 

be paid off on the amortization plan whereby 

annual or semi-annual payments are required 

in an amount sufficient to meet all interest 

due and to cancel the principal at the ma- 
turity of the loan. The maximum rate of 
interest which a Federal Land bank is per- 
mitted to charge is 6 per cent., and no fees 
or commissions are allowed other than those 

authorized by the Federal Farm Loan Board. 

The purposes for which loans may be 
made under this Act are restricted to the 

following: (1) to provide for the purchase 

of land for agricultural uses, (2) to provide 
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for the purchase of equipment, fertilizers 

and live stock necessary for the proper and 
reasonable operation of the mortgaged farm, 

(3) to provide buildings and for the im- 

provement of farm lands, and (4) to liqui- 

date indebtedness of the owner of the land 

mortgaged incurred for agricultural purposes. 

Federal Farm Loan Bonds (q. v.) may be 

issued by a Federal land bank after it has 

loaned $50,000 on first mortgages with per- 
mission of the Farm Loan Board. These 
bonds are secured dollar for dollar by mort- 
gages which it holds, and the proceeds may 
be used to lend on other mortgages. 

The joint-stock land bank system is in- 
dependent of the Federal land bank system. 
The shares are held by natural persons, and 

the Government does not grant any financial 

assistance. The minimum capital is $250,000. 
In general, the powers of these banks are 

identical with the Federal land banks with 
the following differences: (1) loans are 
made directly to borrowers on farm mort- 
gage security; (2) loans are not restricted 

to the purposes specified in the case of Fed- 
eral land banks; and (3) bond issues are 

limited to fifteen times the combined capital 

stock and surplus. The capital stock of these 

banks is not exempted from taxation. (See 

Joint-Stock Land Banks. ) 

The benefits of the Federal Farm Loan 

System may be summarized as follows: (1) 

permits long-term agricultural credits at 

comparatively low rates of interest, and with - 
easy terms of repayment; (2) investors in 

bonds of Federal land banks and joint-stock 

land banks have high-grade, secured, and 

tax-exempt interest-bearing securities, which 

are instrumentalities of the Government, and 
issued under the supervision of the Federal 
Farm Loan Board: (3) increased credit facil- 
ities granted to the farmer permit him to pro- 

cure equipment, implements, and supplies by 
cash payments, thus working to the advan- 

tage of country merchants, whose business 
is increased and cash turnover is quickened ; 
(4) both farmers and country merchants 
are made more prosperous through increased 
agricultural efficiency: (5) tends to increase 
deposits of country banks; and (6) tends 

to lower the price of agricultural products to 
the ultimate consumers. (See Amortization 
Loans. ) 
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Federal Intermediate Credit Bank 

See Intermediate Credit Banks, 
Credits Act. 

Federal Land Bank 

One of the twleve land banks, also known 

as farm loan banks, created under the Fed- 

eral Farm Loan Act, and operating in one 

of the twelve Federal Farm Loan Districts 

(q. v.). They are located in the following 

cities: 

Ist District, Springfield, Mass. 
2nd District, Baltimore, Md. 
3rd District, Columbia, S. C. 

4th District, Louisville, Ky. 
5th District, New Orleans, La. 
6th District, St. Louis, Mo. 

7th District, St. Paul, Minn. 

8th District, Omaha, Nebr. 

9th District, Wichita, Kans. 

10th District, Houston,Tex. 

11th District, Berkeley, Cal. 
12th District, Spokane, Wash. 

In determining the location of each Fed- 
eral Land Bank, the Federal Farm Loan 

Board considered the following factors: 

(1) a reasonable approximation to the geo- 

graphical center of the district; (2) prompt 
and efficient train service; (3) climatic con- 
ditions that would not impair the efficiency 
of the force; and (4) congenial environ- 

ment. 

Fach Federal Land bank is managed by 
a board of directors consisting of nine mem- 
bers, six local and three district. The local 

directors are designated by and are repre- 
sentative of national farm loan associations. 
The district directors are appointed by the 
Federal Farm Loan Board. The minimum 

capital of a Land bank is $750,000, divided 
into shares of $5 each. These may be sub- 
scribed for by any individual, firm, corpora- 

tion, or by the government of any state or 

of the United States. The stock subscribed 
by the United States does not receive divi- 
dends. The Land banks may establish 
branches within the land bank district with 
the approval of the Federal Farm Loan 

Board. (See Federal Farm Loan System.) 

Federal Land Bank Bonds 

See Federal Farm Loan Bonds. 

Farm 



212 

Federal Land Bank Districts 

See Federal Farm Loan Districts. 

Federal Land Bank System 
See Federal Farm Loan System. 

Federal Reserve Act 

The act which created the Federal Reserve 
System (q. v.), approved December 23, 1913. 
The following is the text of the act, as 
amended Aug. 4, 1914 (38 Stat., 682, Chap. 
225). oAue.15, -1914"(38 Stat; 691) Chap. 
252) Mat: 3. 191s” 8" State 953.) Chap: 
Os) tSepi’ 7; 21916) (39 "States ozon lan. 
461); June 21, 1917 (40 Stat., 232, Chap. 

32); Sept. 26, 1918; Mar. 3, 1919; Sept. 17, 
1919; Dec. 24, 1919; Apr. 13, 1920; \Mar. 
Ae I2 5. ey 

An Act To provide for the establishment of 
Federal reserve banks, to furnish an elastic cur- 
rency, to afford means of rediscounting commer- 
cial paper, to establish a more effective supervision 
of banking in the United States, and for other 
purposes. 

Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in 
Congress assembled, That the short title of this 
Act shall be the ‘‘Federal Reserve <Act.’’ 

Wherever the word ‘“‘bank’’ is used in this Act, 
the word shall be held to include State bank, 
banking association, and trust company, except 
where national banks or Federal reserve banks 
are specifically referred to. 

The terms ‘“‘national bank”? and ‘“‘national bank- 
ing association’? used in this Act shall be held 
to be synonymous and interchangeable. The term 
“member bank” shall be held to mean any na- 
tional bank, State bank, or bank or trust com- 
pany which has become a member of one of the 
reserve banks created by this Act. The term 
‘board’? shall be held to mean Federal Reserve 
Board; the term ‘‘district’’ shall be held to mean 
Federal reserve district; the term ‘“‘reserve bank’’ 
shall be held to mean Federal reserve bank. 

FEDERAL RESERVE DISTRICTS. 

Sec. 2. As soon as practicable, the Secretary 
of the Treasury, the Secretary of Agriculture and 
the Comptroller of the Currency, acting as ‘‘The 
Reserve Bank Organization Committee,’’ shall 
designate not less than eight nor more than 
twelve cities to be known as Federal reserve 
cities, and shall divide the continental United 
States, excluding Alaska, into districts, each dis- 
trict to contain only one of such Federal reserve 
cities. The determination of said organization 
committee shall not be subject to review except 
by the Federal Reserve Board when organized: 
Provided, That the districts shall be apportioned 
with due regard to the convenience and customary 
course of business and shall not necessarily be 
coterminous with any State or States. The dis- 
tricts thus created may be readjusted and new 
districts may from time to time be created by 
the Federal Reserve Board, not to exceed twelve 
in all. Such districts shall be known as Federal 
reserve districts and may be designated by num- 
ber. A majority of the organization committee 
shall constitute a quorum with the authority to 
act. 

Said organization committee shall be authorized 
to employ counsel and expert aid, to take testi- 
mony, to send for persons and papers, to adminis- 
ter oaths, and to make such investigation as may 
be deemed necessary by the said committee in 
determining the reserve districts and in designat- 
ing the cities within such districts where such 
Federal reserve banks shall be severally located. 
The said committee shall supervise the organiza- 
tion in each of the cities designated of a Fed- 
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eral reserve bank, which shall include in its title 
the name of the city in which it is situated, as 
“Federal Reserve Bank of Chicago.’’ 

Under regulations to be prescribed by the or- 
ganization committee, every national banking as- 
sociation in the United States is hereby required, 
and every eligible bank in the United States and 
every trust company within the District of Colum- 
bia, is hereby authorized to signify in writing, 
within sixty days after the passage of this Act, 
its acceptance of the terms and provisions hereof. 
When the organization committee shall have desig- 
nated the cities in which Federal reserve banks 
are to be organized, and fixed the geographical 
limits of the Federal reserve districts, every na- 
tional banking association within that district shall 
be required within thirty days after notice from 
the organization committee, to subscribe to the 
capital stock of such Federal reserve bank in a 
sum equal to six per centum of the paid-up cap- 
ital stock and surplus of such bank, one-sixth of 
the subscription to be payable on call of the 
organization committee or of the Federal Reserve 
Board, one-sixth within three months and one-sixth 
within six months thereafter, and the remainder of 
the subscription, or any part thereof, shall be sub- 
ject to call when deemed necessary by the Federal 
Reserve Board, said payments to be in gold or 
gold certificates. 

The shareholders of every Federal reserve bank 
shall be held individually responsible, equally and 
ratably, and not one for another, for all con- 
tracts, debts, and engagements of such bank to 
the extent of the amount of their subscriptions 
to such stock at the par value thereof in addition 
to the amount subscribed, whether such subscrip- 
tions have been paid up in whole or in part, 
under the provisions of this Act. — 

Any national bank failing to signify its ac- 
ceptance of the terms of this Act within the 
sixty days aforesaid, shall cease to act as a 
reserve agent, upon thirty days’ notice, to be 
given within the discretion of the said organiza- 
tion committee or of the Federal Reserve Board. 

Should any national banking association in the 
United States now organized fail within one year 
after the passage of this Act to become a mem- 
ber bank or fail to comply with any of the pro- 
visions of this Act applicable thereto, all of the 
rights, privileges, and franchises of such associa- 
tion granted to it under the national-bank Act, 
or under the provisions of this Act, shall be 
thereby forfeited. Any noncompliance with or 
violation of this Act, shall, however, be deter- 
mined and adjudged by any court of the United 
States of competent jurisdiction in a suit brought 
for that purpose in the district or territory in 
which such bank is located, under direction of 
the Federal Reserve Board, by the Comptroller 
of the Currency in his own name before the as- 
sociation shall be declared dissolved. In cases of 
such noncompliance or violation, other than the 
failure to become a member bank under the 
provisions of this Act, every director who par- 
ticipated in or assented to the same shall be held 
liable in his personal or individual capacity for 
all damages which said bank, its shareholders, or 
any other person shall have sustained in conse- 
quence of such violation. 

Such dissolution shall not take away or im- 
pair any remedy against such corporation, its 
stockholders or officers, for any liability or penal- 
ty which shall have been previously incurred. 

Should the subscriptions by banks to the stock 
of said Federal reserve banks or any one or more 
of them be, in the judgment of the organization 
committee, insufficient to provide the amount of 
capital required therefor, then and in that event 
the said organization committee may, under con- 
ditions and regulations to be prescribed by it, 
offer to public subscription at par such an amount 
of stock in said Federal reserve banks, or any 
one or more of them, as said committee shall 
determine, subject to the same conditions as to 
payment and stock liability as provided for mem- 
ber banks. 

No individual, copartnership, or corporation, 
other than a member bank of its district shall 
be permitted to subscribe for or to hold at any 
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time more than $25,000 par value of stock in 
any Federal reserve bank. Such stock shall be 
known as public stock and may be transferred on 
the books of the Federal reserve bank by the 
chairman of the board of directors of such bank. 

Should the total subscriptions by banks and the 
public to the stock of said Federal reserve banks, 
or any one or more of them, be, in the judg- 
ment of the organization committee, insufficient 
to provide the amount of capital required there- 
for, then and in that event the said organiza- 
tion committee shall allot to the United States 
such an amount of said stock as said committee 
shall determine. Said United States stock shall 
be paid for at par out of any money in the 
Treasury not otherwise appropriated, and_ shall 
be held by the Secretary of the Treasury anu 
disposed of for the benefit of the United States 
in such manner, at such times, and at such 
rice, not less than par, as the Secretary of the 
reasury shall determine. 
Stock not held by member banks shall not be 

entitled to voting power. 
The Federal Reserve Board is hereby em- 

powered to adopt and promulgate rules and regu- 
lations governing the transfers of said stock. 

No Federal reserve bank shall commence busi- 
ness with a subscribed capital less than $4,000,000. 
The organization of reserve districts and Federal 
reserve cities shall not be construed as changing 
the present status of reserve cities and central 
reserve cities, except in so far as this Act changes 
the amount of reserves that may be carried with 
approved reserve agents located therein. The or- 
ganization committee shall have power to appoint 
such assistants and incur such expenses in car- 
rying out the provisions of this Act as it shall 
deem necessary, and such expenses shall be pay- 
able by the Treasurer of the United States upon 
voucher approved by the Secretary of the Treas- 
ury, and the sum of $100,000, or so much thereof 
as may be necessary, is hereby appropriated, out 
of any moneys in the Treasury not otherwise ap- 
propriated, for the payment of such expenses. 

BRANCH OFFICES. 

Sec. 3. The Federal Reserve Board may per- 
mit or require any Federal reserve bank to estab- 
lish branch banks within the Federal reserve dis- 
trict in which it is located or within the district 
of any Federal reserve bank which may have been 
suspended. Such branches, subject to such rules 
and regulations as the Federak Reserve Board 
may prescribe, shall be operated under the super- 
vision of a board of directors to consist of not 
more than seven nor less than three directors, of 
whom a majority of one shall be appointed by 
the Federal reserve bank of the district, and the 
remaining directors of the Federal Reserve Board. 
Directors of branch banks shall hold office during 
the pleasure of the Federal Reserve Board. 

FEDERAL RESERVE BANKS. 

Sec. 4. When the organization committee shall 
have established Federal reserve districts as pro- 
vided in section two of this Act, a certificate shall 
be filed with the Comptroller of the Currency 
showing the geographical limits of such districts 
and the Federal reserve city designated in each 
of such districts. The Comptroller of the Cur- 
rency shall thereupon cause to be forwarded to 
each national bank located in each district, and 
to such other banks declared to be eligible by 
the organization committee which may apply there- 
for, an application blank in form to be approved 
by the organization committee, which blank shall 
contain a resolution to be adopted by the board 
of directors of each bank executing such applica- 
tion, authorizing a subscription to the capital 
stock of the Federal reserve bank organizing in 
that district in accordance with the provisions of 
this Act. 
When the minimum amount of capital stock 

prescribed by this Act for the organization of any 
Federal reserve bank shall have been subscribed 
and allotted, the organization committee shall 
designate any five banks of those whose applica- 
tions have been received, to execute a certificate 
of organization, and thereupon the banks so desig- 
nated shall, under their seals, make an organiza- 
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tion certificate which shall specifically state the 
name of such Federal reserve bank, the territorial 
extent of the district over which the operations of 
such Federal reserve bank are to be carried on, 
the city and State in which said bank is to be lo- 
cated, the amount of capital stock and the number 
of shares into which the same is divided, the 
name and place of doing business of each bank 
executing such certificate, and of all banks which 
have subscribed to the capital stock of such Fed- 
eral reserve bank and the number of shares sub- 
scribed by each, and the fact that the certificate 
is made to enable those banks executing same, and 
all banks which have subscribed or may thereafter 
subscribe to the capital stock of such Federal 
reserve bank, to avail themselves of the advan- 
tages of this Act. 

The said organization certificate shall be 
acknowledged before a judge of some court of 
record or notary public; and shall be, together 
with the acknowledgment thereof, authenticated 
by the seal of such court, or notary, transmitted 
to the Comptroller of the Currency, who shall file, 
pre and carefully preserve the same in his 
office 
Upon the filing of such certificate with the 

Comptroller of the Currency as aforesaid, the said 
Federal reserve bank shall become a body cor- 
porate, and as such, and in the name designated 
in such organization certificate, shall have power— 

First. To adopt and use a corporate seal. 
Second. To have succession for a period of 

twenty years from its organization unless it is 
sooner dissolved by an Act of Congress, or unless 
its franchise becomes forfeited by some violation 
of law. 

Third. To make contracts. 
Fourth. To sue and be sued, complain and de- 

fend, in any court of law or equity. 
Fifth. To appoint by its board of directors 

such officers and employees as are not otherwise 
provided for in this Act, to define their duties, 
require bonds of them and fix the penalty there- 
of, and to dismiss at pleasure such officers or em- 
ployees. 

Sixth. To prescribe by its board of directors, 
by-laws not inconsistent with law, regulating the 
manner in which its general business may be 
conducted, and the privileges granted to it by 
law may be exercised and enjoyed. 

Seventh. To exercise by its board of directors, 
or duly authorized officers or agents, all powers 
specifically granted by the provisions of this Act 
and such incidental powers as shall be necessary 
to carry on the business of banking within the 
limitations prescribed by this Act. 

Eighth.* Upon deposit with the Treasurer of 
the United States of any bonds of the United 
States in the manner provided by existing law 
relating to national banks, to receive from the 
Comptroller of the Currency circulating notes in 
blank, registered and countersigned as provided 
by law, equal in amount to the par value of the 
bonds so deposited, such notes to be issued under 
the same conditions and provisions of law as re- 
late to the issue of circulating notes of national 
banks secured by bonds of the United States 
bearing the circulating privilege, except that the 
issue of such notes shall not be limited to the 
capital stock of such Federal reserve bank. 

But no Federal reserve bank shall transact any 
business except such as is incidental and neces- 
sarily preliminary to its organization until it has 
been authorized by the Comptroller of the Cur- 
rency to commence business under the provisions 
of this Act. 

Every Federal reserve bank shall be conducted 
under the supervision and control of a board of 
directors. 

The board of directors shall perform the duties 
usually appertaining to the office of directors of 

* See section 18. Also sec. 5 of act approved 
Apr. 23, 1918, appendix, p. 73, authorizing is- 
suance of Federal Reserve Bank notes in any de- 
nominations (including $1 and $2) against security 
of United States certificates of indebtedness, or of 
United States one-year gold notes, 
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banking associations and all such duties as are 
aprescribed by law. 

Said board shall administer the affairs of said 
bank fairly and impartially and without discrimina- 
tion in favor of or against any member bank or 
banks and shall, subject to the provisions of law 
and the orders of the Federal Reserve Board, ex- 
tend to each member bank such discounts, ad- 
vancements and accommodations as may be safely 
and reasonably made with due regard for the 
claims and demands of other member banks. 

Such board of directors shall be selected as here- 
inafter specified and shall consist of nine members, 
holding office for three years, and divided into 
three classes, designated as classes A, B, and C. 

Class A shall consist of three members, who 
shall be chosen by and be représentative of the 
stock-holding banks. 

Class B shall consist of three members, who at 
the time of their election shall be actively en- 
gaged in their district in commerce, agriculture 
or some other industrial pursuit. 

Class C shall consist of three members who 
shall be designated by the Federal Reserve Board. 
When the necessary subscriptions to the capital 
stock have been obtained for the organization of 
any Federal reserve bank, the Federal Reserve 
Board shall appoint the class C directors and 
shall designate one of such directors as chairman 
of the board to be selected. Pending the designa- 
tion of such chairman, the organization commit- 
tee shall exercise the powers and duties apper- 
‘taining to the office of chairman in the organiza- 
tion of such Federal reserve bank. 

No Senator or Representative in Congress shall 
be a member of the Federal Reserve Board or an 
“officer or a director of a Federal reserve bank. 

No director of class B shall be an officer, 
‘director, or employee of any bank. 

No director of class C shall be an officer, direc- 
‘tor, employee, or stockholder of any bank. 

Directors of class A and class B shall be chosen 
lin the following manner: 

The Federal Reserve Board shall classify the 
member banks of the district into three general 
groups or divisions, designating each group by 
number. Each group shall consist as nearly as 
may be of banks of similar capitalization. Each 
member bank shall be permitted to nominate to 
the chairman of the board of directors of the 
‘Federal reserve bank of the district one candidate 
‘for director of class A and one candidate for 
edirector of class B. The candidates so nominated 
shall be listed by the chairman, indicating by 
vwhom nominated, and a copy of said list shall, 
within fifteen days after its completion, be fur- 
mished by the chairman to each member bank. 
Each member bank by a resolution of the board 
or by an amendment to its by-laws shall authorize 
ats president, cashier, or some other officer to cast 
tthe vote of the member bank in the election of 
class A and class B directors. 

Within fifteen days after receipt of the list 
of candidates the duly authorized officer of a 
member bank shall certify to the chairman his first, 
second, and other choices for director of class A 
and class B, respectively, upon a_ preferential 
ballot upon a form furnished by the chairman 
«ef the board of directors of the Federal reserve 
bank of the district. Each such officer shall make 
<a cross opposite the name of the first, second, and 
other choices for a director of class A and for a 
director of class B, but shall not vote more than 
one choice for any one candidate. No officer or 
director of a member bank shall be eligible to 
serve as a class A director unless nominated and 
elected by banks which are members of the same 
group as the member bank of which he is an 
officer or director. 

Any person who is an officer or director of 
smore than one member bank shall not be eligible 
€or nomination as a class A director except by 
‘banks in the same group as the bank having the 
largest aggregate resources of any of those of 
‘which such person is an officer or director. 

Any candidate having a majority of all votes 
veast in the column of first choice shall be de- 
eclared elected. If no candidate have a majority 
of all the votes in the first column, then there 

shall be added together the votes cast by the 
electors for such candidates in the second column 
and the votes cast for the several candidates in 
the first column. If any candidate then have a 
majority of the electors voting, by adding together 
the first and second choices, he shall be declared 
elected. If no candidate have a majority of elec- 
tors voting when the first and second choices 
shall have been added, then the votes cast in 
the third column for other choices shall be added 
together in like manner, and the candidate then 
having the highest number of votes shall be de- 
clared elected. An immediate report of election 
shall’ be declared. 

Class C directors shall be appointed by the 
Federal Reserve Board. They shall have been 
for at least two years residents of the district for 
which they are appointed, one of whom shall be 
designated by said board as chairman of the board 
of directors of the Federal reserve bank and as 
“Federal reserve agent.’’ He shall be a person 
of tested banking experience, and in addition to 
his duties as chairman of the board of directors 
of the Federal reserve bank he shall be required 
to maintain, under regulations to be established 
by the Federal Reserve Board, a local office of 
said board on the premises of the Federal reserve 
bank. He shall make regular reports to the Fed- 
eral Reserve Board and shall act as its official 
representative for the performance of the func- 
tions conferred upon it by this act. He _ shall 
receive an annual compensation to be fixed by 
the Federal Reserve Board and paid monthly by 
the Federal reserve bank to which he is desig- 
nated. One of the directors of class C shall be 
appointed by the Federal Reserve Board as deputy 
chairman to exercise the powers of the chairman 
of the board when necessary. In case of the 
absence of the chairman and deputy chairman, the 
third class C director shall preside at meetings of 
the board. 

Subject to the approval of the Federal Reserve 
Board the Federal reserve agent shall appoint one 
or more assistants. Such assistants, who shall be 
persons of tested banking experience, shall assist 
the Federal reserve agent in the performance of 
his duties and shall also have power to act in his 
name and stead during his absence or disability. 
The Federal Reserve Board shall require such 
bonds of the assistant Federal reserve agents as it 
may deem necessary for the protection of the 
United States. Assistants to the Federal reserve 
agent shall receive an annual compensation, to be 
fixed and paid in the same manner as that of the 
Federal reserve agent. 

Directors of Federal reserve banks shall receive, 
in addition to any compensation otherwise pro- 
vided, a reasonable allowance for necessary ex- 
penses in attending meetings of their respective 
boards, which amount shall be paid by the respec- 
tive Federal reserve banks. Any compensation that 
may be provided by boards of directors of Fed- 
eral reserve banks for directors, officers or employ- 
ees shall be subject to the approval of the Federal 
Reserve Board. 

The Reserve Bank Organization Committee may, 
in organizing Federal reserve banks, call such 
meetings of bank directors in the several districts 
as may be necessary to carry out the purposes of 
this Act, and may exercise the functions herein 
conferred upon the chairman of the board of direc- 
tors of each Federal reserve bank pending the 
complete organization of such bank. 

At the first meeting of the full board of direc- 
tors of each Federal reserve bank, it. shall be the 
duty of the directors of classes A, B and C, re- 
spectively, to designate one of the members of 
each class whose term of office shall expire in one 
year from the first of January nearest to date of 
such meeting, one whose term of office shall expire 
at the end of two years from said date, and one 
whose term of office shall expire at the end of 
three years from said date. Thereafter every 
director of a Federal reserve bank chosen as here- 
inbefore provided shall hold office for a term of 
three years. Vacancies that may occur in the 
several classes of directors of Federal reserve 
banks may be filled in the manner provided for 
the original selection of such directors, such ap- 
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pointees to hold office for the oP AAS terms of 
their predecessors. 

Stock IssuEs; INCREASE AND DECREASE OF CAPITAL, 

Sec. 5. The capital stock of each Federal _ re- 
serve bank shall be divided into shares of $100 
each. ‘The outstanding capital stock shall be in- 
creased from time to time as member banks 
increase their capital stock and surplus or as 
additional banks become members, and may be 
decreased as member banks reduce their capital 
stock or surplus or cease to be members. Shares 
of the capital stock of Federal reserve banks owned 
by member banks shall not be transferred or 
hypothecated. When a member bank increases its 
capital stock or surplus, it shall thereupon sub- 
scribe for an additional amount of capital stock of 
the Federal reserve bank of its district equal to 
six per cent of the said increase, one-half of said 
subscription to be paid in the manner hereinbefore 
provided for original subscription, and one-half 
subject to call of the Federal Reserve Board. A 
bank applying for stock in a Federal reserve bank 
at any time after the organization thereof must 
subscribe for an amount of the capital stock of the 
Federal reserve bank equal to six per centum of 
the paid-up capital stock and surplus of said appli- 
cant bank, paying therefor its par value plus one- 
half of one per centum a month from the period 
of the last dividend. When the capital stock of 
any Federal reserve bank shall have been increased 
either on account of the increase of capital stock 
of member banks or on account of the increase in 
the number of member banks, the board of direc- 
tors shall cause to be executed a certificate to the 
Comptroller of the Currency showing the increase 
in capital stock, the amount paid in, and by whom 
paid. When a member bank reduces its capital 
stock it shall surrender a proportionate amount of 
its holdings in the capital of said Federal reserve 
bank, and when a member bank voluntarily liqui- 
dates it shall surrender all of its holdings of the 
capital stock of said Federal reserve bank and be 
released from its stock subscription not previously 
called. In either case the shares surrendered shall 
be canceled and the member bank shall receive in 
payment therefor, under regulations to be pre- 
scribed by the Federal Reserve Board, a sum equal 
to its cash-paid subscriptions on the shares sur- 
rendered and one-half of one per centum a month 
from the period of the last dividend, not to exceed 
the book value thereof, less any liability of such 
member bank to the Federal reserve bank. 

Sec. 6. If any member bank shall be declared 
insolvent and a receiver appointed therefor, the 
stock held by it in said Federal reserve bank shall 
be canceled, without impairment of its liability, 
and all cash-paid subscriptions on said stock, with 
one-half of one per centum per month from the 
period of last dividend, not to exceed the book 
value thereof, shall be first applied to all debts of 
the insolvent member bank to the Federal reserve 
bank, and the balance, if any, shall be paid to the 
receiver of the insolvent bank. Whenever the cap- 
ital stock of a Federal reserve bank is reduced, 
either on account of a reduction in capital stock 
of any member bank or of the liquidation or in- 
solvency of such bank, the board of directors shall 
cause to be executed a certificate to the Comptrol- 
ler of the Currency showing such reduction of 
capital stock and the amount repaid to such bank. 

DIVISION OF EARNINGS. 

Sec. 7. After all necessary expenses of a Fed- 
eral reserve bank have been paid or provided for, 
the stockholders shall be entitled to receive an 
annual dividend of six per centum on the paid-in 
capital stock, which dividend shall be cumulative. 
After the aforesaid dividend claims have been 
fully met, the net earnings shall be paid to the 
United States as a franchise tax except that the 
whole of such net earnings, including those for 
the year ending December thirty-first, nineteen 
hundred and eighteen, shall be paid into a surplus 
fund until it shall amount to one hundred per 
centum of the subscribed capital stock of such 
bank, and that thereafter ten per centum of such 
net earnings shall be paid into the surplus. 

The net earnings derived by the United States 
from Federal reserve banks shall, in the discretion 
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of the Secretary, be used to supplement the gold 
reserve held against outstanding United States 
notes, or shall be applied to the reduction of the 
outstanding bonded indebtedness of the United 
States under regulations to be prescribed by the 
Secretary of the Treasury. Should a Federal 
reserve bank be dissolved or go into liquidation, 
any surplus remaining, after the payment of all 
debts, dividend requirements as hereinbefore pro- 
vided, and the par value of the stock, shall be 
paid to and become the property of the United 
States and shall be similarly applied. 

Federal reserve banks, including the capital stock 
and surplus therein, and the income derived there- 
from shall be exempt from Federal, State, and 
local taxation, except taxes upon real estate. 

Sec. 8. Section fifty-one hundred and fifty-four, 
United States Revised Statutes, is hereby amended 
to read as follows: 
Any bank incorporated by special law of any 

State or of the United States or organized under 
the general laws of any State or of the United 
States and having an unimpaired capital sufficient 
to entitle it to become a national banking associa- 
tion under the provisions of the existing laws may, 
by the vote of the shareholders owning not less 
than fifty-one per centum of the capital stock of 
such bank or banking association, with the approval 
of the Comptroller of the Currency be converted 
into a national banking association, with any name 
approved by the Comptroller of the Currency: 

Provided, however, That said conversion shall 
not be in contravention of the State law. In such 
case the articles of association and organization 
certificate may be executed by a majority of the 
directors of the bank or banking institution, and 
the certificate shall declare that the owners of 
fifty-one per centum of the capital stock have au- 
thorized the directors to make such certificate and 
to change or convert the bank or banking institu- 
tion into a national association. A majority of the 
directors, after executing the articles of associa- 
tion and the organization certificate, shall have 
power to execute all other papers and to do what- 
ever may be required to make its organization 
perfect and complete as a national association. 
The shares of any such bank may continue to be 
for the same amount each as they were before the 
conversion, and the directors may continue to be 
directors of the association until others are elected 
or appointed in accordance with the provisions of 
the statutes of the United States. When the 
Comptroller has given to such bank or banking 
association a certificate that the provisions of this 
Act have been complied with, such bank or bank- 
ing association, and all its stockholders, officers, 
and employees, shall have the same powers and 
privileges, and shall be subject to the same duties, 
liabilities, and regulations, in all respects, as shall 
have been prescribed by the Federal Reserve Act 
and by the national banking Act for associations 
originally organized as national banking associa- 
tions. 

STATE BANKs As MEMBERS. 

Sec. 9.. Any bank incorporated by special law 
of any State, or organized under the general laws 
of any State or of the United States, desiring to 
become a member of the Federal Reserve System, 
may make application to the Federal Reserve 
Board, under such rules and regulations as it may 
prescribe, for the right to subscribe to the stock 
of the Federal reserve bank organized within the 
district in which the applying bank is located. 
Such application shall be tor the same amount of 
stock that the applying bank would be required to 
subscribe to as a national bank. The Federal 
Reserve Board, subject to such conditions as it 
may prescribe, may permit the applying bank to 
become a stockholder of such Federal reserve bank. 

In acting upon such applications the Federal 
Reserve Board shall consider the financial condi- 
tion of the applying bank, the general character 
of its management, and whether or not the corpo- 
rate powers exercised are consistent with the 
purposes of this act. 
Whenever the Federal Reserve Board shall per- 

mit the applying bank to become a stockholder in 
the Federal reserve bank of the district its stock 
subscription shall be payable on call of the Federal 
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Reserve Board, and stock issued to it shall be 
held subject to the provisions of this act. 

All banks admitted to membership under author- 
ity of this section shall be required to comply with 
the reserve and capital requirements of this act 
and to conform to those provisions of law imposed 
on national banks which prohibit such banks from 
lending on or purchasing their own stock, which 
relate to the withdrawal or impairment of their 
capital stock, and which relates to the payment of 
unearned dividends. Such banks and the officers, 
agents, and employees thereof shall also be subject 
to the provisions of and to the penalties prescribed 
by section fifty-two hundred and nine of the 
Revised Statutes and shall be required to make 
reports of condition and of the payment of divi- 
dends to the Federal reserve bank of which they 
become a member. Not less than three of such 
reports shall be made annually on call of the 
Federal reserve bank on dates to be fixed by the 
Federal Reserve Board. Failure to make such 
reports within ten days after the date they are 
called for shall subject the offending bank to a 
penalty of $100 a day for each day that it fails to 
transmit such report; such penalty to be collected 
by the Federal reserve bank by suit or otherwise. 

As a condition of membership such banks shall 
likewise be subject to examinations made by direc- 
tion of the Federal Reserve Board or of the Fed- 
eral reserve bank by examiners selected or ap- 
proved by the Federal Reserve Board. 

Whenever the directors of the Federal reserve 
bank shall approve the examinations made by the 
State authorities, such examinations and the re- 
ports thereof may be accepted in lieu of examina- 
tions made by examiners selected or approved 
by the Federal Reserve Board: Provided, however, 
That when it deems it necessary the board may 
order special examinations by examiners of its 
own selection and shall in all cases approve the 
form of the report. The expenses of all examina- 
tions, other than those made by State authorities 
shall be assessed against and paid by the banks 
examined. 

If at any time it shall appear to the Federal 
Reserve Board that a member bank has failed 
to comply with the provisions of this section or 
the regulations of the Federal Reserve Board made 
pursuant thereto, it shall be within the power of 
the board after hearing to require such bank to 
surrender its stock in the Federal reserve bank and 
to forfeit all rights and privileges of membership. 
The Federal Reserve Board may restore member- 
ship upon due proof of compliance with the con- 
ditions imposed by this section. 

Any State bank or trust company desiring to 
withdraw from membership in a Federal reserve 
bank may do so, after six months’ written notice 
shall have been filed with the Federal Reserve 
Board, upon the surrender and cancellation of all 
of its holdings of capital stock in the Federal re- 
serve bank: Provided, however, That no Federal 
reserve bank shall, except under express authority 
of the Federal Reserve Board, cancel within the 
same calendar year more than twenty-five per 
centum of its capital stock for the purpose of 
effecting voluntary withdrawals during that year. 
All such applications shall be dealt with in the 
order in which they are filed with the board. 
Whenever a member bank shall surrender its stock 
holdings in a Federal reserve bank, or shall be 
ordered to do so by the Federal Reserve Board, 
under authority of law, all of its rights and privi- 
leges as a member bank shall thereupon cease and 
determine, and after due provision has been made 
for any indebtedness due or to become due to the 
Federal reserve bank it shall be entitled to a 
refund of its cash paid subscription with interest 
at the rate of one-half of one per centum per 
month from date of last dividend, if earned, the 
amount refunded in no event to exceed the book 
value of the stock at that time, and shall likewise 
be entitled to repayment of deposits and of any 
other balance due from the Federal reserve bank. 

No applying bank shall be admitted to member- 
ship in a Federal reserve bank unless (a) it pos- 
sesses a paid-up, unimpaired capital sufficient to 
entitle it to become a national banking association 
in the place where it is situated under the pro- 

visions of the national bank act, (b) it possesses a 
paid-up, unimpaired capital of at least 60 per cen- 
tum of the amount sufficient to entitle it to become 
a national banking association in the place where 
it is situated under the provisions of the National 
Bank Act and, under penalty of loss of membership 
complies with rules and regulations which the Fed- 
eral Reserve Board shall prescribe fixing the time 
within which and the method by which the unim- 
paired capital of such bank shall be increased out 
of net income to equal the capital which would 
have been required if such bank had been admitted 
to membership under the provisions of clause (a) 
of this paragraph: Provided, That every such rule 
or regulation shall require the applying bank to 
set aside annually not less than 20 per centum of 
its net income of the preceding year as a fund 
exclusively applicable to such capital increase. 
Banks becoming members of the Federal Reserve 

System under authority of this section shall be 
subject to the provisions of this section and to 
those of this act which relate specifically to mem- 
ber banks, but shall not be subject to examination 
under the provisions of the first two paragraphs 
of section fifty-two hundred and forty of the 
Revised Statutes as amended by section twenty- 
one of this act.* Subject to the provisions of this 
act and to the regulations of the board made pur- 
suant thereto, any bank becoming a member of the 
Federal Reserve System shall retain its full charter 
and statutory rights as a State bank or trust com- 
pany, and may continue to exercise all corporate 
powers granted it by the State in which it was 
created, and shall be entitled to all privileges of 
member banks: Provided,. however. That no Fed- 
eral reserve bank shall be permitted to discount 
for any State bank or trust company notes, drafts, 
or bills of exchange of any one borrower who is 
liable for borrowed money to such State bank or 
trust company in an amount greater than ten per 
centum of the capital and surplus of such State 
bank or trust company, but the discount of bills 
of exchange drawn against actually existing value 
and the discount of commercial or business paper 
actually owned by the person negotiating the same 
shall not be considered as borrowed money within 
the meaning of this section.f The Federal reserve 
bank, as a condition of the discount of notes, 
drafts, and bills of exchange for such State bank 
or trust company, shall require a certificate or 
guaranty to the effect that the borrower is not 
liable to such bank in excess of the amount pro- 
vided by this section, and will not be permitted 
to become liable in excess of this amount while 
such notes, drafts, or bills of exchange are under 
discount with the Federal reserve bank. 

It shall be unlawful for any officer, clerk, or 
agent of any bank admitted to membership under 
authority of this section to certify any check 
drawn upon such bank unless the person or com- 
pany drawing the check has on deposit therewith 
at the time such check is certified an amount of 
money equal to the amount specified in such check. 
Any check so certified by duly authorized officers 
shall be a good and valid obligation against such 
bank, but the act of any such officer, clerk, or 
agent in violation of this section may subject such 
bank to a forfeiture of its membership in the 
Federal Reserve System upon hearing by the 
Federal Reserve Board.t 

FEDERAL RESERVE BOARD. 

Sec. 10. A Federal Reserve Board is hereby 
created which shall consist of seven members,§ in- 
cluding the Secretary of the Treasury and the 
Comptroller of the Currency, who shall be mem- 
bers ex officio, and five members || appointed by the 
President of the United States, by and with the 
advice and consent of the Senate. In selecting 

* Amending section 21 of this act. 
+ Amended by section 11 (m), as amended March 

3, 1919. See post. p. 25. 
t See section 5208, Revised Statutes, as amended 

by act of Sept. 26, 1918, for penalty for false cer- 
tification of checks by officers of Federal Reserve 
Banks and national banks. 

§ Now eight members. 
|| Now six members. 
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the five appointive members of the Federal Reserve 
Board, not more than one of whom shall be se- 
lected from any one Federal reserve district, the 
President shall have due regard to a fair repre- 
sentation of the different commercial, industrial 
and geographical divisions of the country. The 
five members of the Federal Reserve Board ap- 
pointed by the President and confirmed as afore- 
said shall devote their entire time to the business 
of the Federal Reserve Board and _ shall each 
receive an annual salary of $12,000, payable 
monthly together with actual necessary traveling 
expenses, and the Comptroller of the Currency, 
as ex officio member of the Federal Reserve Board, 
shall, in addition to the salary now paid him as 
Comptroller of the Currency, receive the sum of 
$7,000 annually for his services as a member of 
said board. : 

The Secretary of the Treasury and the Comp- 
troller of the Currency shall be ineligible during 
the time they are in office and for two years there- 
after to hold any office, position, or employment 
in any member bank. The appointive members of 
the Federal Reserve Board shall be ineligible dur- 
ing the time they are in office and for two years 
thereafter to hold any office, position, or employ- 
ment in any member bank, except that this restric- 
tion shall not apply to a member who has served 
the full term for which he was appointed. Of the 
five members thus appointed by the President at 
least two shall be persons experienced in banking 
or finance. One shall be designated by the Presi- 
dent to serve for two, one for four, one for six, 
one for eight, and one for ten years, and there- 
after each member so appointed shall serve for a 
term of ten years unless sooner removed for cause 
by the President. Of the five persons thus ap- 
pointed, one shall be designated by the President 
as governor and one as vice governor of the 
Federal Reserve Board. The governor of the 
Federal Reserve Board, subject to its supervision, 
shall be the active executive officer. The Secre- 
tary of the Treasury may assign offices in the 
Department of the Treasury for the use of the 
Federal Reserve Board. Each member of the Fed- 
eral Reserve Board shall within fifteen days after 
notice of appointment make and subscribe to the 
oath of office. : 

The Federal Reserve Board shall have power to 
levy semi-annually upon the Federal reserve banks, 
in proportion to their capital stock and surplus, 
an assessment sufficient to pay its estimated ex- 
penses and the salaries of its members and em- 
ployees for the half year succeeding the levying 
of such assessment, together with any deficit car- 
ried forward from the preceding half year. 

The first meeting of the Federal Reserve Board 
shall be held in Washington, District of Columbia, 
as soon as may be after the passage of this Act, 
at a date to be fixed by the Reserve Bank Organi- 
zation Committee. The Secretary of the Treasury 
shall be ex officio chairman of the Federal Reserve 
Board. No member of the Federal Reserve Board 
shall be an officer or director of any bank, banking 
institution, trust company, or Federal reserve bank 
nor hold stock in any bank, banking institution, 

. or trust company; and before entering upon his 
duties as a member of the Federal Reserve Board 
he shall certify under oath to the Secretary of the 
Treasury that he has complied with this require- 
ment. Whenever a vacancy shall occur, other than 
by expiration of term, among the five members of 
the Federal Reserve Board appointed by the 
President, as above provided, a successor shall be 
appointed by the President, with the advice and 
consent of the Senate, to fill such vacancy, and 
when appointed he shall hold office for the unex- 
pired term of the member whose place he is se- 
lected to fill. 

The President shall have power to fill all vacan- 
cies that may happen on the Federal Reserve 
Board during the recess of the Senate, by granting 
commissions which shall expire with the next ses- 
sion of the Senate. 

Nothing in this Act contained shall be construed 
as taking away any powers heretofore vested by 
law in the Secretary of the Treasury which relate 
to the supervision, management, and control of the 
Treasury Department and bureaus under such de- 

partment, and wherever any power vested by this 
Act in the Federal Reserve Board or the Federal 
reserve agent appears to conflict with the powers 
of the Secretary of the Treasury, such powers 
shall be exercised subject to the supervision and 
control of the Secretary. 

The Federal Reserve Board shall annually make 
a full report of its operations to the Speaker of 
the House of Representatives, who shall cause the 
same to be printed for the information of the 
Congress. 

Section three hundred and twenty-four of the 
Revised Statutes of the United States. shall be 
amended so as to read as follows: There shall be 
in the Department of the Treasury a _ bureau 
charged with the execution of all laws passed by 
Congress relating to the issue and regulation of 
national currency secured by United States bonds 
and, under the general supervision of the Federal 
Reserve Board, of all Federal reserve notes, the 
chief officer of which bureau shall be called the 
Comptroller of the Currency and shall perform his 
duties under the general directions of the Secre- 
tary of the Treasury. 

No Federal reserve bank shall have authority 
hereafter to enter into any contract or contracts 
for the erection of any branch bank building of 
any kind or character, or to authorize the erection 
of any such building, if the cost of the building 
proper, exclusive of the cost of the vaults, perma- 
nent equipment, furnishings, and fixtures, is in 
excess of $250,000: Provided, That nothing herein 
shall apply to any building under construction 
prior to June 3, 1922. 

Sec. 11. The Federal Reserve Board shall be 
authorized and empowered: 

(a) To examine at its discretion the accounts, 
books and affairs of each Federal reserve bank 
and of each member bank and to require such 
statements and reports as it may deem necessary. 
The said board shall publish once each week a 
statement showing the condition of each Federal 
reserve bank and a consolidated statement for all 
Federal reserve banks. Such statements shall show 
in detail the assets and liabilities of the Federal 
reserve banks, single and combined, and shall fur- 
nish full information regarding the character of 
the money held as reserve and the amount, nature 
and maturities of the paper and other investments 
owned or held by Federal reserve banks. 

(b) To permit, or, on the affirmative vote of at 
least five members of the Reserve Board to require 
Federal reserve banks to rediscount the discounted 
paper of other Federal reserve banks at rates of 
interest to be fixed by the Federal Reserve Board. 

(c) To suspend for a period not exceeding 
thirty days, and from time to time to renew such 
suspension for periods not exceeding fifteen days, 
any reserve requirements specified in this Act: 
Provided, That it shall establish a graduated tax 
upon the amounts by which the reserve require- 
ments of this Act may be permitted to fall below 
the level hereinafter specified: And provided fur- 
ther, That when the gold reserve held against 
Federal reserve notes falls below forty per centum, 
the Federal Reserve Board shall establish a gradu- 
ated tax of not more than one per centum per 
annum upon such deficiency until the reserves fall 
to thirty-two and one-half per centum, and when 
said reserve falls below thirty-two and one-half 
per centum, a tax at the rate increasingly of not 
less than one and one-half per centum per annum 
upon each two and one-half per centum or fraction 
thereof that such reserve falls below thirty-two 
and one-half per centum. The tax shall be paid 
by the reserve bank, but the reserve bank shall 
add an amount equal to said tax to the rates of 
interest and discount fixed by the Federal Reserve 
Board. 

(d) To supervise and regulate through the 
bureau under the charge of the Comptroller of the 
Currency the issue and retirement of Federal re- 
serve notes, and to prescribe rules and regulations 
under which such notes may be delivered by the 
Comptroller to the Federal reserve agents applying 
therefor. 

(e) To add to the number of cities classified 
as reserve and central reserve cities under existing 
law in which national banking associations are sub- 
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ject to the reserve requirements set forth in sec- 
tion twenty of this Act; or to reclassify existing 
reserve and central reserve cities or to terminate 

their designation as such. 
(f) To suspend or remove any officer or direc- 

tor of any Federal reserve bank, the cause of such 
removal to be forthwith communicated in writing 
by the Federal Reserve Board to the removed 
officer or director and to said bank. 

(g) To require the writing off of doubtful or 
worthless assets upon the books and balance sheets 
of Federal reserve banks. 

(h) To suspend, for the violation of any of the 
provisions of ths Act, the operations of any Fed- 
eral reserve bank, to take possession thereof, ad- 
minister the same during the period of suspension, 
and, when deemed advisable, to liquidate or reor- 
ganize such bank. 

(i) To require bonds of Federal reserve agents, 
to make regulations for the safeguarding of all 
collateral, bonds, Federal reserve notes, money or 
property of any kind deposited in the hands of 
such agents, and said board shall perform the 
duties, functions, or services specified in this Act, 
and make all rules and regulations necessary to 
enable said board effectively to perform the same. 

(j) To exercise general supervision over said 
Federal reserve banks. 

(k) To grant by special permit to national 
banks applying therefor, when not in contravention 
of State or local law, the right to act as trustee, 
executor, administrator, registrar of stocks and 
bonds, guardian of estates, assignee, receiver, com- 
mittee of estates of lunatics, or in any other fidu- 
ciary capacity in which State banks, trust compa- 
nies, or other corporations which come into com- 
petition with national banks are permitted to act 
under the laws of the State in which the national 
bank is located. 

Whenever the laws of such State authorize or 
permit the exercise of any or all of the foregoing 
powers by State banks, trust companies, or other 
corporations which compete with national banks, 
the granting to and the exercise of such powers 
by national banks shall not be deemed to be in 
contravention of State or local law within the 
meaning of this Act. 

National banks exercising any or all of the 
powers enumerated in this subsection shall segre- 
gate all assets held in any fiduciary capacity from 
the general assets of the bank and shall keep a 
separate set of books and records showing in 
proper detail all transactions engaged in under 
authority of this subsection. Such books and 
records shall be open to inspection by the State 
authorities to the same extent as the books and 
records of corporations organized under State law 
which exercise fiduciary powers, but nothing in 
this Act shall be construed as authorizing the State 
authorities to examine the books, records, and 
assets of the national bank which are not held in 
trust under authority of this subsection. 

No national bank shall receive in its trust de- 
partment deposits of current funds subject to 
check or the deposit of checks, drafts, bills of 
exchange, or other items for collection or ex- 
change purposes. Funds deposited or held in trust 
by the bank awaiting investment shall be carried 
in a separate account and shall not be used by the 
bank in the conduct of its business unless it shall 
first set aside in the trust department United 
States bonds or other securities approved by the 
Federal Reserve Board. 

In the event of the failure of such bank the 
owners of the funds held in trust for investment 
shall have a lien on the bonds or other securities 
so set apart in addition to their claim against the 
estate of the bank. 
Whenever the laws of a State require corpora- 

tions acting in a fiduciary capacity, to deposit 
securities with the State authorities for the protec- 
tion of private or court trusts, national banks so 
acting shall be required to make similar deposits 
and securities so deposited shall be held for the 
protection of private or court trusts, as provided 
by the State law. 

National banks in such cases shall not be re- 
quired to execute the bond usually required of 

individuals if State corporations under similar cir- 
cumstances are exempt from this requirement. 

National banks shall have power to execute such 
bond when so required by the laws of the State. 

In any case. in which the laws of a State require 
that a corporation acting as trustee, executor, ad- 
ministrator, or in any capacity specified in this 
section, shall take an oath or make an affidavit, the 
president, vice president, cashier, or trust officer 
of such national bank may take the necessary oath 
or execute the necessary affidavit. 

It shall be unlawful for any national banking 
association to lend any officer, director, or em- 
ployee any funds held in trust under the powers 
conferred by this section. Any officer, director, or 
employee making such loan, or to whom such loan 
is made, may be fined not more than $5,000, or 
imprisoned not more than five years, or may be 
both fined and imprisoned, in the discretion of the 
court. 

In passing upon applications for permission to 
exercise the powers enumerated in this subsection, 
the Federal Reserve Board may take into consider- 
ation the amount of capital and surplus of the 
applying bank, whether or not such capital and 
surplus is sufficient under the circumstances of the 
case, the needs of the community to be served, 
and any other facts and circumstances that seem 
to it proper, and may grant or refuse the applica- 
tion accordingly: Provided, That no permit shall 
be issued to any national banking association hav- 
ing a capital and surplus less than the capital and 
surplus required by State law of State banks, trust 
companies, and corporations exercising such powers. 

(1) To employ such attorneys, experts, assist- 
ants, clerks, or other employees as may be deemed 
necessary to conduct the business of the board. 
All salaries and fees shall be fixed in advance by 
said board and shall be paid in the same manner 
as the salaries of the members of said board. All 
such attorneys, experts, assistants, clerks and other 
employees shall be appointed without regard to the 
provisions of the Act of January sixteenth, 
eighteen hundred and eighty-three (volume twenty- 
two, United States Statutes at Large, page four 
hundred and three), and amendments thereto, or 
any rule or regulation made in pursuance thereof: 
Provided, That nothing herein shall prevent the 
President from placing said employees in the 
classified service. 

(m) Upon the affirmative vote of not less than 
five of its members, the Federal Reserve Board 
shall have power to permit Federal reserve banks 
to discount for any member bank notes, drafts, or 
bills of exchange bearing the signature or endorse- 
ment of any one borrower in excess of the amount 
permitted by section nine and section thirteen of 
this Act, but in no case to exceed twenty per 
centum of the member bank’s capital and surplus: 
Provided, however, That all such notes, drafts, or 
bills of exchange discounted for any member bank 
in excess of the amount permitted under such 
sections shall be secured by ‘not less than a like 
face amount of bonds or notes of the United 
States issued since April twenty-fourth, nineteen 
hundred and seventeen, or certificates of indebted- 
ness of the United States; Provided further, That 
the provisions of this subsection (m) shall not be 
operative after October thirty-first, nineteen hun- 
dred and twenty-one. 

FEDERAL ApvIsoRY COUNCIL. 

Sec. 12 There is hereby created a Federal Ad- 
visory Council, which shall consist of as many 
members as there are Federal reserve districts. 
Each Federal reserve bank by its board of direc- 
tors shall annually select from its own Federal 
reserve district one member of said council, who 
shall receive such compensation and allowances as 
may be fixed by his board of directors subject to 
the approval of the Federal Reserve Board. The 
meetings of said advisory council shall be held 
at Washington, District of Columbia, at least four 
times each year, and oftener if called by the Fed- 
eral Reserve Board. The council may in addition 
to the meetings above provided for hold such other 
meetings in Washington, District of Columbia, or 
elsewhere as it may deem necessary, may select its 
own officers and adopt its own methods of pro- 
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cedure, and a majority of its members shall con- 
stitute a quorum for the transaction of business. 
Vacancies in the council shall be filled by the 
respective reserve banks, and members selected to 
fill vacancies, shall serve for the unexpired term. 

The Federal Advisory Council shall have power, 
by itself or through its officers, (1) to confer 
directly with the Federal Reserve Board on general 
business conditions; (2) to make oral or written 
representations concerning matters within the juris- 
diction of said board; (3) to call for information 
and to make recommendations in regard to dis- 
count rates, rediscount business, note issues, re- 
serve conditions in the various districts, the pur- 
chase and sale of gold or securities by reserve 
banks, open-market operations by said banks, and 
the general affairs of the reserve banking system. 

Powers oF FEDERAL RESERVE BANKS. 

Sec. 13. Any Federal reserve bank may receive 
from any of its member banks, and from the 
United States,* deposits of current funds in lawful 
money, national-bank notes, Federal reserve notes, 
or checks, and drafts, payable upon presentation, 
and also, for collection, maturing notes and bills; 
or, solely for purposes of exchange or of collec- 
tion, may receive from other Federal reserve banks 
deposits of current funds in lawful money, nation- 
al-bank notes, or checks upon other Federal reserve 
banks, and checks and drafts, payable upon pre- 
sentation within its district, and maturing notes 
and bills payable within its district; or, solely for 
the purposes of exchange or of collection, may 
receive from any nonmember bank or trust com- 
pany deposits of current funds in lawful money, 
national-bank notes, Federal reserve notes, checks 
and drafts payable upon presentation, or maturing 
notes and bills: Provided, Such nonmember bank 
or trust company maintains with the Federal re- 
serve bank of its district a balance sufficient to 
offset the items in transit held for its account by 
the Federal reserve bank: Provided, further, That 
nothing in this or any other section of this act 
shall be construed as prohibiting a member or non- 
member bank from making reasonable charges, 
to be determined and regulated by the Federal 
Reserve Board, but in no case to exceed 10 cents 
per $100 or fraction thereof, based on the total 
of checks and drafts presented at any one time 
for collection or payment of checks and drafts and 
remission therefor by exchange or otherwise; but 
no such charges shall be made against the Federal 
reserve banks. 
Upon the endorsement of any of its member 

banks, which shall be deemed a waiver of demand, 
notice and protest by such bank as to its own 
indorsement exclusively, any Federal reserve bank 
may discount notes, drafts, and bills of exchange 
arising out of actual commercial transactions; that 
is, notes, drafts, and bills of exchange issued or 
drawn for agricultural, industrial, or commercial 
purposes, or the proceeds of which have been used, 
or are to be used, for such purposes, the Federal 
Reserve Board to have the right to determine or 
define the character of the paper thus eligible for 
discount, within the meaning of this Act. Nothing 
in this Act contained shall be construed to pro- 
hibit such notes, drafts, and bills of exchange, 
secured by staple agricultural products, or other 
goods, wares, or merchandise from being eligible 
for such discount, and the notes, drafts, and bills 
of exchange of factors issued as such making ad- 
vances exclusively to producers of staple agricul- 
tural products in their raw state shall be eligible 
for such discount; but such definition shall not 
include notes, drafts, or bills covering merely in- 
vestments or issued or drawn for the purpose of 
carrying or trading in stocks, bonds, or other 
investment securities, except bonds and notes of 
the Government of the United States. Notes, 
drafts, and bills admitted to discount under the 
terms of this paragraph must have a maturity at 

* Under authority of War Finance Act, approved 
Apr. 5, 1918, as amended by act of Mar. 3, 1919, 
may receive deposits from War Finance Corpora- 
tion. 

+ Or bonds of the War Finance Corporation. 
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the time of discount of not more than ninety days, 
exclusive of days of grace. 

Upon the indorsement of any of its member 
banks, which shall be deemed a waiver of demand, 
notice, and protest by such bank as to its own 
indorsement exclusively, and subject to regulations 
and limitations to be prescribed by the Federal 
Reserve Board, any Federal reserve bank may 
discount or purchase bills of exchange payable at 
sight or on demand which are drawn to finance 
the domestic shipment of nonperishable, readily 
marketable staple agricultural products and are 
secured by bills of lading or other shipping docu- 
ments conveying or securing title to such staples: 
Provided, That all such bills of exchange shall be 
forwarded promptly for collection, and demand for 
payment shall be made with reasonable promptness 
after the arrival of such staples at their destina- 
tion: Provided further, That no such bill shall in 
any event be held by or for the account of a Fed- 
eral reserve bank for a period in excess of 90 
days. In discounting such bills Federal reserve 
banks may compute the interest to be deducted on 
the basis of the estimated life of each bill and 
adjust the discount after payment of such bills to 
conform to the actual life thereof. 

The aggregate of such notes, drafts, and bills 
bearing the signature or indorsement of any one 
borrower, whether a person, company, firm, or 
corporation, rediscounted for any one bank shall 
at no time exceed ten per centum of the unim- 
paired capital and surplus of said bank; but this 
restriction shall not apply to the discount of bills 
of exchange drawn in good faith against actually 
existing values.* 
Any Federal reserve bank may discount accep- 

tances of the kinds hereinafter described, which 
have a maturity at the time of discount of not 
more than three months’ sight, exclusive of days of 
grace, and which are indorsed by at least one 
member bank; Provided, That such acceptances if 
drawn for an agricultural purpose and secured at 
the time of acceptance by warehouse receipts or 
other such documents conveying or securing title 
covering readily marketable staples may be dis- 
counted with a maturity at the time of discount of 
not more than six months’ sight exclusive of days 
of grace. 

Any member bank may accept drafts or bills of 
exchange drawn upon it having not more than six 
months’ sight to run, exclusive of days of grace, 
which grow out of transactions involving the im- 
portation or exportation of goods; or which grow 
out of transactions involving the domestic ship- 
ment of goods provided shipping documents con- 
veying or securing title are attached at the time 
of acceptance; or which are secured at the time 
of acceptance by a warehouse receipt or other such 
document conveying or securing title covering 
readily marketable staples. No member bank shall 
accept, whether in a foreign or domestic transac- 
tion, for any one person, company, firm, or corpo- 
ration to an amount equal at any time in the 
aggregate to more than ten per centum of its paid- 
up and unimpaired capital stock and surplus, unless 
the bank is secured either by attached documents 
or by some other actual security growing out of 
the same transaction as the acceptance; and no 
bank shall accept such bills to an amount equal at 
any time in the aggregate to more than one-half 
of its paid-up and unimpaired capital stock and 
surplus: Provided, however, That the Federal Re- 
serve Board, under such general regulations as it 
may prescribe, which shall apply to all banks alike 
regardless of the amount of capital stock and sur- 
plus, may authorize any member bank to accept 
such bills to an amount not exceeding at any time 
in the aggregate one hundred per centum of its 
paid-up and unimpaired capital stock and surplus: 
Proven further, That the aggregate of acceptances 
growing out of domestic transactions shall in no 
event exceed fifty per centum of such capital stock 
and surplus. 

Any Federal reserve bank may make advances 
to its member banks on their promissory notes for 

; Bera ic by section 11 (m), as amended March 
, 1919. 
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a period not exceeding fifteen days at rates to be 
established by such Federal reserve banks, subject 
to the review and determination of the Federal 
Reserve Board, provided such promissory notes are 
secured by such notes, drafts, bills of exchange, or 
bankers’ acceptances as are eligible for rediscount 
or for purchase by Federal reserve banks under 
the provisions of this Act, or by the deposit or 
pledge of bonds or notes of the United States.* 

Section fifty-two hundred and _ two of the Re- 
vised Statutes of the United States is hereby 
amended so as to read as follows: ‘‘No national 
banking association shall at any time be indebted, 
or in any way liable, to an amount exceeding the 
amount of its capital stock at such time actually 
paid in and remaining undiminished by losses or 
otherwise, except on account of demands of the 
nature following: 

First. Notes of circulation. 
Second. Moneys deposited with or collected by 

the association. 
Third. Bills of exchange or drafts drawn 

against money ‘actually on deposit to the credit of 
the association, or due thereto. 

Fourth. Liabilities to the stockholders of the 
association for dividends and reserve profits. 

Fifth. Liabilities incurred under the provisions 
of the Federal Reserve Act. 

Sixth. Liabilities incurred under the provisions 
of the War Finance Corporation Act.+ 

Seventh. Liabilities created by the indorsement 
of accepted bills of exchange payable abroad actu- 
ally owned by the indorsing bank and discounted 
at home or abroad.f 

The discount and rediscount and the purchase 
and sale by any Federal reserve bank of any bills 
receivable and of domestic and foreign bills of 
exchange, and of acceptances authorized by this 
Act, shall be subject to such restrictions, limita- 
tions, and regulations as may be imposed by the 
Federal Reserve Board. 

That in addition to the powers now vested by 
law in national banking associations organized 
under the laws of the United States any such 
association located and doing business in any place 
the population of which does not exceed fiye 
thousand inhabitants, as shown by the last pre- 
ceding decennial census, may, under such rules 
and regulations as may be prescribed by the Comp- 
troller of the Currency, act as the agent for any 
fire, life, or other insurance company authorized 
by the authorities of the State in which said bank 
is located to do business in said State, by soliciting 
and selling insurance and collecting premiums on 
policies issued by such company; and may receive 
for services so rendered such fees or commissions 
as may be agreed upon between the said associa- 
tion and the insurance company for which it may 
act as agent; and may also act as the broker or 
agent for others in making or procuring loans on 
real estate located within one hundred miles of the 
place in which said bank may be located, receiving 
for such services a reasonable fee or commission: 
Provided, however, That no such bank shall in 
any case guarantee either the principal or interest 
of any such loans or assume or guarantee the pay- 
ment of any premium on insurance policies issued 
through its agency by its principal: And provided 
further, That the bank shall not guarantee the 
truth of any statement made by an assured in 
filing his application for insurance. 
Any member bank may accept drafts or bills of 

exchange drawn upon it having not more than 
three months’ sight to run, exclusive of days of 
grace, drawn under regulations to be prescribed 
by the Federal Reserve Board by banks or bankers 
in foreign countries or dependencies or insular 
possessions of the United States for the purpose of 
furnishing dollar exchange as required by the 
usages of trade in the respective countries, depend- 
encies, or insular possessions. Such drafts or bills 
may be acquired by Federal reserve banks in such 
amounts and subject to such regulations, restric- 

* Or by bonds of War Finance Corporation. 
+ These two subparagraphs were added to section 

5202, Revised Statutes, by the War Finance Cor- 
poration Act, approved Apr. 5, 1918, and by the 
act of Oct. 22, 1919, respectively. 
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tions, and limitations as may be prescribed by the 
Federal Reserve Board: Provided, however, That 
no member bank shall accept such drafts or bills 
of exchange referred to in this paragraph for any 
one bank to an amount exceeding in the aggregate 
ten per centum of the paid-up and unimpaired 
capital and surplus of the accepting bank unless 
the draft or bill of exchange is accompanied by 
documents conveying or securing title or by some 
other adequate security: Provided further, That no 
member bank shall accept such drafts or bills in 
an amount exceeding at any time the aggregate of 
one-half of its paid-up and unimpaired capital and 
surplus. 

Sec. 13a. Upon the indorsement of any of its 
member banks, which shall be deemed a waiver of 
demand, notice, and protest by such bank as to its 
own indorsement exclusively, any Federal reserve 
bank may, subject to regulations and limitations to 
be prescribed by the Federal Reserve Board, dis- 
count notes, drafts, and bills of exchange issued 
or drawn for an agricultural purpose, or based 
upon live stock, and having a maturity, at the time 
of discount, exclusive of days of grace, not ex- 
ceeding nine months, and such notes, drafts, and 
bills of exchange may be offered as collateral 
security for the issuance of Federal reserve notes 
under the provisions of section 16 of this Act: 
Provided, That notes, drafts, and bills of exchange 
with maturities in excess of six months shall not 
be eligible as a basis for the issuance of Federal 
reserve notes unless secured by warehouse receipts 
or other such negotiable documents conveying or 
securing title to readily marketable staple agricul- 
tural products or by chattel mortgage upon live 
stock which is being fattened for market. 

That any Federal reserve bank may, subject to 
regulations and limitations to be prescribed by the 
Federal Reserve Board, rediscount such notes, 
drafts, and bills for any Federal Intermediate 
Credit Bank, except that no Federal reserve bank 
shall rediscount for a Federal Intermediate Credit 
Bank any such note or obligation which bears the 
indorsement of a nonmember State bank or trust 
company which is eligible for membership in the 
Federal reserve system, in accordance with section 
9 of this Act. 

Any Federal reserve bank may also buy and 
sell debentures and other such obligations issued 
by a Federal Intermediate Credit Bank or by a 
National Agricultural Credit Corporation, but only 
to the same extent as and subject to the same 
limitations as those upon which it may buy and sell 
bonds issued under Title I of the Federal Farm 
Loan Act. 

Notes, drafts, bills of exchange or acceptances 
issued or drawn by cooperative marketing associa- 
tions composed of producers of agricultural pro- 
ducts shall be deemed to have been issued or 
drawn for an agricultural purpose, within the 
meaning of this section, if the proceeds thereof 
have been or are to be advanced by such associa- 
tion to any members thereof for an agricultural 
purpose, or have been or are to be used by such 
association in making payments to any members 

thereof on account of agricultural products de- 
livered by such members to the association, or if 
such proceeds have been or are to be used by 
such association to meet expenditures incurred or 
to be incurred by the association in connection with 
the grading, processing, packing, preparation for 
market, or marketing of any agricultural product 
handled by such association for any of its mem- 
bers: Provided, That the express enumeration in 
this paragraph of certain classes of paper of co- 
operative marketing associations as eligible for re- 
discount shall not be construed as rendering in- 
eligible any other class of paper of such associa- 
tions which is now eligible for rediscount. 

The Federal Reserve Board may, by regulation, 
limit to a percentage of the assets of a Federal 
reserve bank the amount of notes, drafts, accep- 
tances, or bills having a maturity in excess of three 
months, but not exceeding six months, exclusive of 
days of grace, which may be discounted by such 
bank, and the amount of notes, drafts, bills, or 
acceptances having a maturity in excess of six 
months, but not exceeding nine months, which may 
be rediscounted by such bank. 
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OpEN-MARKET OPERATIONS. 

Sec. 14. Any Federal reserve bank may, under 
rules and regulations prescribed by the Federal 
Reserve Board, purchase and sell in the open 
market, at home or abroad, either from or to 
domestic or foreign banks, firms, corporations, or 
individuals, cable tranfers and bankers’ acceptances 
and bills of exchange of the kinds and maturities 
by this Act made eligible for rediscount, with or 
without the indorsement of a member bank. 

Every Federal reserve bank shall have power: 
(a) To deal in gold coin and bullion at home 

or abroad, to make loans thereon, exchange Fed- 
eral reserve notes for gold, gold coin, or gold 
certificates, and to contract for loans of gold coin 
or bullion, giving therefor, when necessary, ac- 
ceptable security, including the hypothecation of 
United States bonds or other securities which Fed- 
eral reserve banks are authorized to hold; 

(b) To buy and sell, at home or abroad, bonds 
and notes of the United States, and bills, notes, 
revenue bonds, and warrants with a maturity from 
date of purchase of not exceeding six months, 
issued in anticipation of the collection of taxes or 
in anticipation of the receipt of assured revenues 
by any State, county, district, political subdivision, 
or municipality in the continental United States, 
including irrigation, drainage and reclamation dis- 
tricts, such purchases to be made in accordance 
with rules and regulations prescribed by the Fed- 
eral Reserve Board; 

(c) To purchase from member banks and to 
sell, with or without its indorsement, bills of ex- 
change arising out of commercial transactions, as 
hereinbefore defined; 

(d) To establish from time to time, subject to 
review and determination of the Federal Reserve 
Board, rates of discount to be charged by the 
Federal reserve bank for each class of paper, 
which shall be fixed with a view of accommodating 
commerce and business. 

(e) To establish accounts with other Federal 
reserve banks for exchange purposes and, with the 
consent or upon the order and direction of the 
Federal Reserve Board and under regulations to 
be prescribed by said board, to open and maintain 
accounts in foreign countries, appoint correspon- 
dents, and establish agencies in such countries 
wheresoever it may be deemed best for the pur- 
pose of purchasing, selling, and collecting bills of 
exchange, and to buy and sell, with or without its 
indorsement, through such correspondents or agen- 
cies, bills of exchange (or acceptances) arising out 
of actual commercial transactions which have not 
more than ninety days to run, exclusive of days 
of grace, and which bear the signature of two or 
more responsible parties, and, with the consent of 
the Federal Reserve Board, to open and maintain 
banking accounts for such foreign correspondents 
or agencies. Whenever any such account has been 
opened or agency or correspondent has been ap- 
pointed by a Federal reserve bank, with the con- 
sent of or under the order and direction of the 
Federal Reserve Board, any other Federal reserve 
bank may, with the consent and approval of the 
Federal Reserve Board, be permitted to carry on 
or conduct, through the Federal reserve bank open- 
ing such account or appointing such agency or 
correspondent, any transaction authorized by this 
section under rules and regulations to be pre- 
scribed by the board. 

(f) To purchase and sell in the open market, 
either from or to domestic banks, firms, corpora- 
tions, or individuals, acceptances of Federal In- 
termediate Credit Banks and of National Agricul- 
tural Credit Corporations, whenever the Federal 
Reserve Board shall declare that the public inter- 
est so requires. 

GOVERNMENT DEPOSITS. 

Sec. 15.* The moneys held in the general fund 
of the Treasury, except the five per centum fund 
for the redemption of outstanding national-bank 
notes and the funds provided in this Act for the 
redemption of Federal reserve notes may, upon 

_* This section in effect amended by Appropria- 
tion Act of 1920, approved May 29, 1920. 

the direction of the Secretary of the Treasury, be 
deposited in Federal reserve banks, which banks, 
when required by the Secretary of the Treasury, 
shall act as fiscal agents of the United States,* and 
the revenues of the Government or any part there- 
of may be deposited in such banks, and disburse- 
ments may be made by checks drawn against such 
deposits. 

No public funds of the Philippine Islands, or 
of the postal savings, or any Government funds, 
shall be deposited in the continental United States 
in any bank not belonging to the system established 
by this Act:+ Provided, however, That nothing in 
this Act shall be construed to deny the right of 
the Secretary of the Treasury to use member banks 
as depositories. 

The Federal reserve banks are hereby authorized 
to act as depositories for and fiscal agents of any 
National Agricultural Credit Corporation or Fed- 
eral Intermediate Credit Bank. 

Note IssuEs. 

Sec. 16. Federal reserve notes, to be issued at 
the discretion of the Federal Reserve Board for 
the purpose of making advances to Federal reserve 
banks through the Federal reserve agents as here- 
inafter set forth and for no other purpose, are 
hereby authorized. The said notes shall be obliga- 
tions of the United States and shall be receivable 
by all national and member banks and Federal 
reserve banks and for all taxes, customs, and other 
public dues. They shall be redeemed in gold on 
demand at the Treasury Department of the United 
States, in the city of Washington, District of 
Columbia, or in gold or lawful money at any 
Federal reserve bank. 
Any Federal reserve bank may make application 

to the local Federal reserve agent for such amount 
of the Federal reserve notes hereinbefore provided 
for as it may rquire. Such application shall be 
accompanied with a tender to the local Federal 
reserve agent of collateral in amount equal to the 
sum of the Federal reserve notes thus applied for 
and issued pursuant to such application. The col- 
lateral security thus offered shall be notes, drafts, 
bills of exchange, or acceptances acquired under 
the provisions of section thirteen of this act, or 
bills of exchange indorsed by a member bank of 
any Federal reserve district and purchased under 
the provisions of section fourteen of this act, or 
bankers’ acceptances purchased under the provi- 
sions of said section fourteen, or gold or gold 
certificates; but in no event shall such collateral 
security, whether gold, gold certificates, or eligible 
paper, be less than the amount of Federal reserve 
notes applied for.t The Federal reserve agent shall 
each day notify the Federal Reserve Board of all 
issues and withdrawals of Federal reserve notes to 
and by the Federal reserve bank to which he is 
accredited. The said Federal Reserve Board may 
at any time call upon a Federal reserve bank for 
additional security to protect the Federal reserve 
notes issued to it. 

Every Federal reserve bank shall maintain re- 
serves in gold or lawful money of not less than 
thirty-five per centum against its deposits and re- 
serves in gold of not less than forty per centum 
against its Federal reserve notes in actual circula- 
tion: Provided, however, That when the Federal 
reserve agent holds gold or gold certificates as 
collateral for Federal reserve notes issued to the 
— —--— 

* Under War Finance Corporation Act, approved 
Apr. 5, 1918, as amended by Act of Mar. 3, 1919, 
Federal Reserve Banks may also act as fiscal 
agents of the War Finance Corporation. 

+ Under Section 7 of the act approved Apr. 24, 
1917, section 8 of the act approved Sept. 24, 1917, 
and section 8 of the act approved Apr. 4, 1918, the 
proceeds of sale of Liberty bonds of the first, 
second, and third issues may be deposited in non- 
member banks. The act of May 18, 1916, amend- 
ing the Postal Savings Act, authorizes the deposit 
of postal savings funds in nonmember banks. 

t Under section 13 of War Finance Corporation 
Act, approved Apr. 5, 1918, notes secured by War 
Finance Corporation bonds may be used to the 
same extent, as collateral, as notes secured by 
United States bonds. 
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bank such gold or gold certificates shall be counted 
as part of the gold reserve which such bank is 
required to maintain against its Federal reserve 
notes in actual circulation. Notes so paid out 
shall bear upon their faces a distinctive letter and 
serial number which shall be assigned by the Fed- 
eral Reserve Board to each Federal reserve bank. 
Whenever Federal reserve notes issued through 
one Federal reserve bank shall be received by 
another Federal reserve bank, they shall be prompt- 
ly returned for credit or redemption to the Federal 
reserve bank through which they were originally 
issued or, upon direction,of such Federal reserve 
bank, they shall be forwarded direct to the Treas- 
urer of the United States to be retired. No Fed- 
eral reserve bank shall pay out notes issued through 
another under penalty of a tax of ten per centum 
upon the face value of notes so paid out. Notes 
presented for redemption at the Treasury of the 
United States shall be paid out of the redemption 
fund and returned to the Federal reserve banks 
through which they were originally issued, and 
thereupon such Federal reserve bank shall, upon 
demand of the Secretary of the Treasury, reim- 
burse such redemption fund in lawful money or, 
if such Federal reserve notes have been redeemed 
by the Treasurer in gold or gold certificates, then 
such funds shall be reimbursed to the extent 
deemed necessary by the Secretary of the Treasury 
in gold or gold certificates, and such Federal re- 
serve bank shall, so long as any of its Federal 
reserve notes remain outstanding, maintain with 
the Treasurer in gold an amount sufficient in the 
judgment of the Secretary to provide for all 
redemptions to be made by the Treasurer. Federal 
reserve notes received by the Treasurer otherwise 
than for redemption may be exchanged for gold 
out of the redemption fund hereinafter provided 
and returned to the reserve bank through which 
they were originally issued, or they may be re- 
turned to such bank for the credit of the United 
States. Federal reserve notes unfit for circulation 
shall be returned by the Federal reserve agents to 
the Comptroller of the Currency for cancellation 
and destruction. 

The Federal Reserve Board shall require each 
Federal reserve bank to maintain on deposit in 
the Treasury of the United States a sum in gold 
sufficient in the judgment of the Secretary of 
the Treasury for the redemption of the Federal 
reserve notes issued to such bank, but in no 
event less than five per centum of the total amount 
of notes issued less the amount of gold or gold 
certificates held by the Federal reserve agent as 
collateral security; but such deposit of gold shall 
be counted and included as part of the forty per 
centum reserve hereinbefore required. The board 
shall have the right, acting through the Federal 
reserve agent, to grant in whole or in part, or to 
reject entirely the application of any Federal 
reserve bank for Federal reserve notes; but to 
the extent that such application may be granted 
the Federal Reserve Board shall, through its local 
Federal reserve agent, supply Federal reserve 
notes to the banks so applying, and. such bank 
shall be charged with the amount of notes issued 
to it and shall pay such rate of interest as may 
be established by the Federal Reserve Board on 
only that amount of such notes which equals the 
total amount of its outstanding Federal reserve 
notes less the amount of gold or gold certificates 
held by the Federal reserve agent as collateral 
security. Federal reserve notes issued to any such 
bank shall, upon delivery, together with such notes 
of such Federal reserve bank as may be issued 
under section eighteen of this act upon security 
of United States two per centum Government 
bonds, become a first and paramount lien on all 
the assets of such bank. 

Any Federal reserve bank may at any time re- 
duce its liability for outstanding Federal reserve 
notes by depositing with the Federal reserve agent 
its Federal reserve notes, gold, gold certificates, 
or lawful money of tlie United States. Federal 
reserve notes so deposited shall not be reissued, 
except upon compliance with the conditions of an 
original issue. 

The Federal reserve agent shall hold such gold, 
gold certificates, or lawful money available ex- 

clusively for exchange for the outstanding Fed- 
eral reserve notes when offered by the reserve 
bank of which he is director. Upon the request 
of the Secretary of the Treasury the Federal Re- 
serve Board shall require the Federal reserve 
agent to transmit to the Treasurer of the United 
States so much of the gold held by him as col- 
lateral security for Federal reserve notes as may 
be required for the exclusive purpose of the re- 
demption of such Federal reserve notes, but such 
gold when deposited with the Treasurer shall be 
counted and considered as if collateral security 
on deposit with the Federal reserve agent. 
Any Federal reserve bank may at its discretion 

withdraw collateral deposited with the local Fed- 
eral reserve agent for the protection of its Fed- 
eral reserve notes issued to it and shall at the 
same time substitute therefor other collateral of 
equal amount with the approval of the Federal 
reserve agent under: regulations to be prescribed 
by the Federal Reserve Board. Any Federal re- 
serve bank may retire any of its Federal reserve 
notes by depositing them with the Federal reserve 
agent or with the Treasurer of the United States, 
and such [Federal reserve bank shall thereupon 
be entitled to receive back the collateral deposited 
with the Federal reserve agent for the security of 
such notes. Federal reserve banks shall not be re- 
quired to maintain the reserve or the redemption 
fund heretofore provided for against Federal re- 
serve notes which have been retired. Federal 
reserve notes so deposited shall not be reissued 
except upon compliance with the conditions of an 
original issue. 

All Federal reserve notes and all gold, gold. 
certificates, and lawful money issued to or de. 
posited with any Federal reserve agent under the 
provisions of the Federal reserve act shall here- 
after be held for such agent, under such rules. 
and regulations as the Federal Reserve Board 
wiay prescribe, in the joint custody of himself 
and the Federal reserve bank to which he is. 
accredited. Such agent and such Federal reserve 
bank shall be jointly lable for the safe-keeping 
of such Federal reserve notes, gold, gold certifi- 
cates, and lawful money. Nothing herein con- 
tained, however, shall be construed to prohibit 
a Federal reserve agent from depositing gold or 
gold certificates with the Federal Reserve Board, 
to be held by such board subject to his order,. 
or with the Treasurer of the United States for 
the purposes authorized by law. 

In order to furnish suitable notes for circula- 
tion as Federal reserve notes, the Comptroller of 
the Currency shall, under the direction of the 
Secretary of the Treasury, cause plates and dies. 
to be engraved in the best manner to guard 
against counterfeits and fraudulent alterations, and 
shall have printed therefrom and numbered such 
quantities of such notes of the denominations of 
$5, $10, $20, $50, $100, $500, $1000, $5000,. 
$10,000 as may be required to supply the Federal 
reserve banks. Such notes shall be in form and 
fenor as directed by the Secretary of the Treasury 
under the provisions of this Act and shall bear 
‘he distinctive numbers of the several Federal! 
reserve banks through which they are issued. 
When such notes have been prepared, they shall 

be deposited in the Treasury, or in the sub- 
treasury or mint of the United States nearest 
the place of business of each Federal reserve 
sank and shall be held for the use of such bank 
subject to the order of the Comptroller of the 
reset for their delivery, as provided by this. 

ct 
The plates and dies to be procured by the 

Comptroller of the Currency for the printing of 
such circulating notes shall remain under his con- 
trol and direction, and the expenses necessarily 
incurred in executing the laws relating to the 
procuring of such notes, and all other expenses 
incidental to their issue and retirement, shall be 
paid by the Federal reserve banks, and the Fed- 
eral Reserve Board shall include in its estimate 
of expenses levied against the Federal reserve 
banks a sufficient amount to cover the expenses. 
herein provided for. 

The examination of plates, dies, bed pieces, and 
so forth, and regulations relating to such examina- 
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tion of plates, dies, and so forth, of national-bank 
notes provided for in section fifty-one hundred 
and seventy-four Revised Statues, is hereby ex- 
tended to include notes herein provided for. 

Any appropriation heretofore made out of the 
general funds of the Treasury for engraving plates 
and dies, the purchase of distinctive paper, or to 
cover any other expense in connection with the 
printing of national-bank notes or notes provided 
for by the Act of May thirtieth, nineteen hundred 
and eight, and any distinctive paper that may be 
on hand at the time of the passage of this Act 
may be used in the discretion of the Secretary for 
the purposes of this Act, and should the appro- 
priations heretofore made be insufficient to meet 
the requirements of this Act in addition to cir- 
culating notes provided for by existing law, the 
Secretary is hereby authorized to use so much of 
any funds in the Treasury not otherwise appro- 
priated for the purpose of furnishing the notes 
aforesaid: Provided, however, That nothing in this 
section contained shall be construed as exempting 

“national banks or Federal reserve banks from 
their liability to reimburse the United States for 
any expenses incurred in printing and issuing cir- 
culating notes. 

Every Federal reserve bank shall receive on de- 
posit at par from member banks or from Federal 
reserve banks checks and drafts drawn upon any 
of its depositors, and when remitted by a Federal 
reserve bank, checks and drafts drawn by any 
depositor in any other Federal reserve bank or 
member bank upon funds to the credit of said 
depositor in said reserve bank or member bank. 
Nothing herein contained shall be construed as 
prohibiting a member bank from charging its 
actual expense incurred in collecting and remit- 
ting funds, or for exchange sold to its patrons. 
The Federal Reserve Board shall, by rule, fix the 
charges to be collected by the member’ banks 
from its patrons whose checks are cleared through 
the Federal reserve bank and the charge which 
may be imposed for the service of clearing or 
collection rendered by the Federal reserve bank. 

The Federal Reserve Board shall make and 
promulgate from time to time regulations govern- 
ing the transfer of funds and charges therefor 
among Federal reserve banks and their branches, 
and may at its discretion exercise the functions 
of a clearing house for such Federal reserve 
banks, or may designate a Federal reserve bank to 
exercise such functions, and may also require 
each such bank to exercise the functions of a 
clearing house for its member banks. 

That the Secretary of the Treasury is hereby 
authorized and directed to receive deposits of 
gold coin or of gold certificates with the Treasurer 
or any assistant treasurer of the United States 
when tendered by any Federal reserve bank or 
Federal reserve agent for credit to its or his ac- 
count with the Federal Reserve Board. The Sec- 
retary shall prescribe by regulation the form of 
receipt to be issued by the Treasurer or Assistant 
Treasurer to the Federal reserve bank or Federal 
reserve agent making the deposit, and a duplicate 
of such receipt shall be delivered to the Federal 
Reserve Board by the Treasurer at Washington 
upon proper advices from any assistant treasurer 
that such deposit has been made. Deposits so 
made shall be held subject to the orders of the 
Federal Reserve Board and shall be payable in 
gold coin or gold certificates on the order of 
the Federal Reserve Board to any Federal reserve 
bank or Federal reserve agent at the Treasury 
or at the Subtreasury of the United States nearest 
the place of business of such Federal reserve bank 
or such Federal reserve agent: Provided, however, 
That any expense incurred in shipping gold to or 
from the Treasury or subtreasuries in order to 
make such payments, or as a result of making 
such payments, shall be paid by the Federal Re- 
serve Board and assessed against the Federal re- 
serve banks. The order used by the Federal Re- 
serve Board in making such payments shall be 
signed by the governor or vice governor, or such 
other officers or members as the board may by 
regulation prescribe. The form of such order 
shall be approved by the Secretary of the 
Treasury. 

The expenses necessarily incurred in carrying 

out these provisions, including the cost of the 

certificates or receipts issued for deposits received, 
and all expenses incident to the handling of such 
deposits shall be paid by the Federal Reserve 
Board and included in its assessments against the 
several Federal reserve banks. 

Gold deposits standing to the credit of any Fed- 
eral reserve bank with the Federal Reserve Board 
shall, at the option of said bank, be counted as 
part of the lawful reserve which it is required 
to maintain against outstanding Federal reserve 
notes, or as a part of the reserve it is required 
to maintain against deposits. 

Nothing in this section shall be construed as 
amending section six of the act of March four- 
teenth, nineteen hundred, as amended by the acts 
of March fourth, nineteen hundred and seven, 
March second, nineteen hundred and eleven, and 
June twelfth, nineteen hundred and sixteen, nor 
shall the provisions of this section be construed 
to apply to the deposits made or to the receipts 
or certificates issued under those acts. 

Sec. 17. So much of the provisions of section 
fifty-one hundred and fifty-nine of the Revised 
Statutes of the United States, and section four 
of the act of June twentieth, eighteen hundred 
and seventy-four, and section eight of the act of 
July twelfth, eighteen hundred and eighty-two, and 
of any other provisions of existing statutes as re- 
quire that before any national banking associa- 
tion shall be authorized to commence banking busi- 
ness it shall transfer and deliver to the Treasurer 
of the United States a stated amount of United 
States registered bonds, and so much of those pro- 
visions or of any other provisions of existing 
statutes as require any national banking associa- 
tion now or hereafter organized to maintain a 
minimum deposit of such bonds with the Treasurer 
is hereby repealed. 

REFUNDING BOoNpbs. 

Sec. 18. After two years from the passage of 
this Act, and at any time during a period of 
twenty years thereafter, any member bank de- 
siring to retire the whole or any part of its 
circulating notes, may file with the Treasurer of 
the United States an application to sell for its 
account, at par and accrued interest, United States 
bonds securing circulation to be retired. 

The Treasurer shall, at the end of each quarter- 
ly period, furnish the Federal Reserve Board with 
a list of such applications, and the Federal Re- 
serve Board may, in its discretion, require the 
Federal reserve banks to purchase such bonds from 
the banks whose applications have been filed with 
the Treasurer at least ten days before the end 
of any quarterly period at which the Federal Re- 
serve Board may direct the purchase to be made: 
Provided, That Federal reserve banks shall not 
be permitted to purchase an amount to exceed 
$25,000,000 of such bonds in any one year, and 
which amount shall include bonds acquired under 
eta four of this Act by the Federal reserve 
ank. 
Provided further, That the Federal Reserve 

Board shall allot to each Federal reserve bank such 
proportion of such bonds as the capital and sur- 
plus of such bank shall bear to the aggregate 
capital and surplus of all the Federal reserve 
banks. 
Upon notice from the Treasurer of the amount 

of bonds so sold for its account, each member 
bank shall duly assign and transfer, in writing, 
such bonds to the Federal reserve bank purchas- 
ing the same, and such Federal reserve bank shall, 
thereupon, deposit lawful money with the Treas- 
urer of the United States for the purchase price 
of such bonds, and the Treasurer shall pay to 
the member bank selling such bonds any balance 
due after deducting a sufficient sum to redeem its 
outstanding notes secured by such bonds, which 
notes shall be canceled and permanently retired 
when redeemed. 

The Federal reserve banks purchasing such 
bonds shall be permitted to take out an amount 
of circulating notes equal to the par value of 
such bonds. 



224 ENCYCLOPEDIA OF BANKING AND FINANCE 

Upon the deposit with the Treasurer of the 
United States of bonds so purchased, or any bonds 
with the circulating privilege acquired under sec- 
tion four of this Act, any Federal reserve bank 
making such deposit in the manner provided by 
existing law, shall be entitled to receive from 
the Comptroller of the Currency circulating notes 
in blank, registered and countersigned as provided 
by law, equal in amount to the par value of the 
bonds so deposited.* Such notes shall be the obli- 
gations of the Federal reserve bank procuring the 
same, and shall be in form prescribed by the Sec- 
retary of the Treasury, and to the same tenor and 
effect as national-bank notes now provided by law. 
They shall be issued and redeemed under the 
same terms and conditions as national-bank notes 
except that they shall not be limited to the 
amount of the capital stock of the Federal reserve 
bank issuing them. 

Upon application of any Federal reserve bank, 
approved by the Federal Reserve Board, the Sec- 
retary of the Treasury may issue, in exchange 
for United States two per centum gold bonds 
bearing the circulation privilege, but against which 
no circulation is outstanding, one-year gold notes 
of the United States without the circulation privi- 
lege, to an amount not to exceed one-half of the 
two per centum bonds so tendered for exchange, 
and thirty-year three per centum gold bonds with- 
out the circulation privilege for the remainder of 
the two per centum bonds so tendered: Provided, 
That at the time of such exchange the Federal 
reserve bank obtaining such one-year gold notes 
shall enter into an obligation with the Secretary 
of the Treasury binding itself to purchase from 
the United States for gold at the maturity of such 
one-year notes, an amount equal to those de- 
livered in exchange for such bonds, if so requested 
by the Secretary, and at each maturity of one- 
year notes so purchased by such Federal reserve 
bank, to purchase from the United States such 
an amount of one-year notes as the Secretary may 
tender to such bank, not to exceed the amount 
issued to such bank in the first instance, in ex- 
change for the two per centum United States gold 
bonds; said obligation to purchase at maturity 
such notes shall continue in force for a period 
not to exceed thirty years. 

For the purpose of making the exchange here- 
in provided for, the Secretary of the Treasury 
is authorized to issue at par Treasury notes in 
coupon or registered form as he may prescribe 
in denominations of one hundred dollars, or any 
multiple thereof, bearing interest at the rate of 
three per centum per annum, payable quarterly, 
such Treasury notes to be payable not more than 
one year from the date of their issue in gold coin 
of the present standard value, and to be exempt 
as to principal and interest from the payment of 
all taxes and duties of the United States except 
as provided by this Act, as well as from taxes 
in any form by or under State, municipal, or local 
authorities. And for the same purpose, the Sec- 
retary is authorized and empowered to issue 
United States gold bonds at par, bearing three per 
centum interest payable thirty years from date 
of issue, such bonds to be of the same general 
tenor and effect and to be issued under the same 
general terms and conditions as the United States 
three per centum bonds without the circulation 
privilege now issued and outstanding. 

Upon application of any Federal reserve bank, 
approved by the Federal Reserve Board, the Sec- 
retary may issue at par such three per centum 
bonds in exchange for the one-year gold notes 
herein provided for. 

BANK RESERVES. 

Section 19. Demand deposits within the mean- 
ing of this Act shall comprise all deposits payable 
within thirty days, and time deposits shall com- 
prise all deposits payable after thirty days, all 
savings accounts and certificates of deposit which 

* Under act of Apr. 23, 1918, Federal reserve 
banks may issue Federal reserve bank notes in 
any denominations, including $1 and $2, against 
the security of United States certificates of indebt- 
edness to the extent permitted by that act. 

are subject to not less than thirty days’ notice 
before payment, and all postal savings deposits.* 

Every bank, banking association, or trust com- 
pany which is or which becomes a member of any 
Federal reserve bank shall establish and maintain 
reserve balances with its Federal reserve bank as 
follows: 

(a) If not in a reserve or central reserve city, 
as now or hereafter defined, it shall hold and 
maintain with the Federal reserve bank of its dis- 
trict an actual net balance equal to not less than 
seven centum of the aggregate amount of its de- 
mand deposits and three per centum of its time 
deposits. 

) If in a reserve city, as now or hereafter 
defined, it shall hold and maintain with the Fed- 
eral reserve bank of its district an actual net 
balance equal to not less than ten per centum 
of the aggregate amount of its demand deposits 
and three per centum of its time deposits: Pro- 
vided, however, That if located in the outlying 
districts of a reserve city or in territory added 
to such a city by the extension of its corporate 
charter, it may, upon the affirmative vote of five 
members of the Federal Reserve Board, hold and 
maintain the reserve balances specified in para- 
graph (a) hereof. 

(c) If in a central reserve’ city, as now or 
hereafter defined, it shall hold and maintain with 
the Federal reserve bank of its district an actual 
net balance equal to not less than thirteen per 
centum of the aggregate amount of its demand 
deposits and three per centum of its time deposits: 
Provided, however, That if located in the out- 
lying districts of a central reserve city or in 
territory added to such city by the extension 
of its corporate charter, it may, upon the affirma- 
tive vote of five members of the Federal Reserve 
Board, hold and maintain the reserve balances 
specified in paragraphs (a) or (b) thereof. 

No member bank shall keep on deposit with any 
State bank or trust company which is not a mem- 
ber bank a sum in excess of ten per centum of 
its own paid-up capital and surplus. No member 
bank shall act as the medium or agent of a non- 
member bank in applying for or receiving dis- 
counts from a Federal reserve bank under the 
provisions of this Act, except by permission of the 
Federal Reserve Board. 

The required balance carried by a member bank 
with a Federal reserve bank may, under the regu- 
lations and subject to such penalties as may be 
prescribed by the Federal Reserve Board, be 
checked against and withdrawn by such member 
bank for the purpose of meeting existing liabili- 
ties: Provided, however, That no bank shall at any 
time make new loans or shall pay any dividends 
unless and until the total balance required by Iaw 
is fully restored. 

In estimating the balances required by this Act, 
the net difference of amounts due to and from 
other banks shall be taken as the basis for ascer- 
taining the deposits against which required bal- 
ances with Federal reserve banks shall be de- 
termined. 

National banks, or banks organized under local 
laws, located in Alaska or in a dependency or in- 
sular possession or any part of the United States 
outside the continental United States may remain 
nonmember banks, and shall in that event main- 
tain reserves and comply with all the conditions 
now provided by law regulating them; or said 
banks may, with the consent of the Reserve 
Board, become member banks of any one of the 
reserve districts, and shall in that event take 
stock, maintain reserves, and be subject to all the 
other provisions of this Act. 

Sec. 20. So much of sections two and three of 
the Act of June twentieth, eighteen hundred and 
seventy-four, entitled ‘“‘An Act fixing the amount 
of United States notes, providing for a redistribu- 
tion of the national-bank currency, and for other 
purposes,” as provides that the fund deposited by 
any national banking association with the Treas- 
urer of the United States for the redemption of 
its notes shall be counted as a part of its lawful 

* Government deposits other than postal savings 
deposits are not subject to reserve requirements. 
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reserve as provided in the Act aforesaid, is hereby 
repealed. And from and after the passage of 
this Act such fund of five per centum shall in no 
case be counted by any national banking asso- 
ciation as a part of its lawful reserve. 

BANK EXAMINATIONS. 

Sec. 21. Section fifty-two hundred and _ forty, 
United States Revised Statutes, is amended to 
read as follows: 

The Comptroller of the Currency, with the ap- 
proval of the Secretary of the Treasury, shall 
appoint examiners who shall examine every mem- 
ber bank* at least twice in each calendar year 
and oftener if considered necessary: Provided, 
however, That the Federal Reserve Board may 
authorize examination by the State authorities to 
be accepted in the case of State banks and trust 
companies and may at any time direct the holding 
of a special examination of State banks or trust 
companies that are stockholders in any Federal 
reserve bank. The examiner making the examina- 
tion of any national bank, or of any other mem- 
ber bank, shall have power to make a thorough 
examination of all the affairs of the bank, and 
in doing so he shall have power to administer 
oaths and to examine any of the officers and 
agents thereof under oath and shall make a full 
and detailed report of the condition of said bank 
to the Comptroller of the Currency. 

The Federal Reserve Board, upon the recom- 
mendation of the Comptroller of the Currency, 
shall fix the salaries of all bank examiners and 
make report thereof to Congress. The expense 
of the examinations herein provided for shall be 
assessed by the Comptroller of the Currency upon 
the banks examined in proportion to assets or re- 
sources held by the banks upon the dates of 
examination of the various banks. 

In addition to the examinations made and con- 
ducted by the Comptroller of the Currency, every 
Federal reserve bank may, with the approval of 
the Federal reserve agent or the Federal Reserve 
Board, provide for special examination of member 
banks within its district. The expense of such ex- 
aminations shall be borne by the bank examined. 
Such examinations shall be so conducted as to 
inform the Federal reserve bank of the condition 
of its member banks and of the lines of credit 
which are being extended by them. Every Fed- 
eral reserve bank shall at all times furnish to the 
Federal Reserve Board such information as may 
be demanded concerning the condition of any 
member bank within the district of the said Fed- 
eral reserve bank. 

No bank shall be subject to any visitatorial 
powers other than such as are authorized by law, 
or vested in the courts of justice or such as 
shall be or shall have been exercised or directed 
by Congress, or by either House thereof or by 
any committee of Congress or of either House 
duly authorized. 

The Federal Reserve Board shall, at least once 
each year, order an examination of each Federal 
reserve bank, and upon joint application of ten 
member banks the Federal Reserve Board shall 
order a special examination and report of the con- 
dition of any Federal reserve bank. 

Sec. 22. (a) No member bank and no officer, 
director, or employee thereof shall hereafter make 
any loan or grant any gratuity to any bank ex- 
aminer. Any bank officer, director, or employee 
violating this provision shall be deemed guilty of 
a misdemeanor and shall be imprisoned not ex: 
ceeding one year or fined not more than $5,000, 
or both; and may be fined a further sum equal 
to the money so loaned or gratuity given. 

Any examiner accepting a loan or gratuity from 
any bank examined by him or from an officer, 
director, or employee thereof shall be deemed 
guilty of a misdemeanor and shall be imprisoned 
one year or fined not more than $5,000, or both, 
and may be fined a further sum equal to the 

* Except banks admitted to membership in the 
system under authority of section 9 of this act. 
See section 9 of this act as amended by act ap- 
proved June 21, 1917. 

money so loaned or gratuity given, and shall for- 
ever thereafter be disqualified from holding office 
as a national bank examiner. 

(b) No national bank examiner shall perform 
any other service for compensation while holding 
such office for any bank or officer, director, or 
employee thereof. 

No examiner, public or private, shall disclose 
the names of borrowers or the collateral for loans 
of a member bank to other than the proper of- 
ficers of such bank without first having obtained 
the express permission in writing from the Comp- 
troller of the Currency, or from the board of 
directors of such bank, except when ordered to 
do so by a court of competent jurisdiction, or by 
direction of the Congress of the United States, 
or of either House thereof, or any committee of 
Congress, or of either House duly authorized. 
Any bank examiner violating the provisions of 
this subsection shall be imprisoned not more than 
one year or fined not more than $5,000, or both. 

(c) Except as herein provided, any officer, 
director, employee, or attorney of a member bank 
who stipulates for or receives or consents or 
agrees to receive any fee, commission, gift, or 
thing of value from any person, firm, or corpora- 
tion, for procuring or endeavoring to procure for 
such person, firm, or corporation, or for any other 
person, firm, or corporation, any loan from or 
the purchase or discount of any paper, note, draft, 
check, or bill of exchange by such member bank 
shall be deemed guilty of a misdemeanor and 
shall be imprisoned not more than one year or 
fined not more than $5,000, or both. 

(d) Any member bank may contract for, or 
purchase from, any of its directors or from any 
firm of which any of its directors is a member, 
any securities or other property, when (and not 
otherwise) such purchase is made in the regular 
course of business upon terms not less favorable 
to the bank than those offered to others, or when 
such purchase is authorized by a majority of the 
board of directors not interested in the sale of 
such securities or property, such authority to be 
evidenced by the affirmative vote or written as- 
sent of such directors: Provided, however, That 
when any director, or firm of which any director 
is a member, acting for or on behalf of others, 
sells securities or other property to a member 
bank, the Federal Reserve Board by regulation 
may, in any or all cases, require a full disclosure 
to be made, on forms to be prescribed by it, of 
all commissions or other considerations received, 
and whenever such director or firm, acting in his 
or its own behalf, sells securities or other prop- 
erty to the bank the Federal Reserve Board by 
regulation, may require a full disclosure of all 
profit realized from such sale. 

Any member bank may sell securities or other 
property to any of its directors, or to a firm of 
which any of its directors is a member, in the 
regular course of business on terms not more 
favorable to such director or firm than those of- 
fered to others, or when such sale is authorized 
by a majority of the board of directors of a mem- 
ber bank to be evidenced by their affirmative 
vote or written assent: Provided, however, That 
nothing in this subsection contained shall be con- 
strued as authorizing member banks to purchase 
or sell securities or other property which such 
banks are not otherwise authorized by law to 
purchase or sell. 

(e) No member bank shall pay to any director, 
officer, attorney, or employee a greater rate of 
interest on the deposits of such director, officer, 
attorney, or employee than that paid to other de- 
positors on similar deposits with such member 
bank. 

(f) If the directors or officers of any member 
bank shall knowingly violate or permit any of the 
agents, officers, or directors of any member bank 
to violate any of the provisions of this section or 
regulations of the board made under authority 
thereof, every director and officer participating in 
or assenting to such violation shall be held liable 
in his personal and individual capacity for all 
damages which the member bank, its shareholders, 
or any other persons shall have sustained in 
consequence of such violation. 
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Sec. 23. The stockholders of every national 
banking association shall be held individually re- 
sponsible for all contracts, debts, and engagements 
of such association, each to the amount of his 
stock therein, at the par vaiue thereof in addition 
to the amount invested in such stock. The stock- 
holders in any national banking association who 
shall have transferred their shares or registered 
the transfer thereof within sixty days next before 
the date of the failure of such association to meet 
its obligations, or with knowledge of such im- 
pending failure, shall be liable to the same extent 
as if they had made no such transfer, to the 
extent that the subsequent transferee fails to 
meet such liability; but this provision shall not 
be construed to affect in any way any recourse 
which such shareholders might otherwise have 
against those in whose names such shares are 
registered at the time of such failure. 

Loans on Farm LANDS. 

Sec. 24. Any national banking association not 
situated in a central reserve city may make loans 
secured by improved and unencumbered farm 
land situated within its Federal reserve district 
or within a radius of one hundred miles of the 
place in which such bank is located, irrespective 
of district lines, and may also make loans secured 
by improved and unencumbered real estate located 
within one hundred miles of the place in which 
such bank is located, irrespective of district lines; 
but no loan made upon the security of such farm 
land shall be made for a longer time than five 
years, and no loan made upon the security of such 
real estate as distinguished from farm land shall 
be made for a longer time than one year nor shall 
the amount of any such loan, whether upon such 
farm land or upon such real estate, exceed fifty 
per centum of the actual value of the property 
offered as security. Any such bank may make 
such loans, whether secured by such farm land 
or such real estate, in an aggregate sum equal 
to twenty-five per centum of its capital and sur- 
plus or to one-third of its time deposits and such 
banks may continue hereafter as heretofore to re- 
ceive time deposits and to pay interest on the 
same. 

The Federal Reserve Board shall have power 
from time to time to add to the list of cities in 
which national banks shall not be permitted to 
make loans secured upon real estate in the manner 
described in fhis section. 

ForREIGN BRANCHES. 
Sec. 25. Any national banking association pos- 

sessing a capital and surplus of $1,000,000 or 
more may file application with the Federal Re- 
serve Board for permission to exercise, upon such 
conditions and under such regulations as may be 
prescribed by the said board, either or both of 
the following powers: 

First. To establish branches in foreign coun- 
tries or dependencies or insular possessions of the 
United States for the futherance of the foreign 
commerce of the United States, and to act if re- 
quired to do so as fiscal agents of the United 
States. 

Second. To invest an amount not exceeding 
in the aggregate ten per centum of its paid-in 
capital stock and surplus in the stock of one or 
more banks or corporations chartered or incor- 
porated under the laws of the United States or 
of any State thereof, and principally engaged in 
international or foreign banking, or banking in a 
dependency or insular possession of the United 
States either directly or through the agency, own- 
ership, or control of local institutions in foreign 
countries, or in such dependencies or insular pos- 
sessions. 

Until January 1, 1921, any national banking 
association, without regard to the amount of its 
capital and surplus, may file application with the 
Federal Reserve Board for permission, upon such 
conditions and under such regulations as may be 
prescribed by said board, to invest an amount 
not exceeding in the aggregate 5 per centum of 
its paid-in capital and surplus in the stock of one 
or more corporations chartered or incorporated 
under the laws of the United States or of any 
State thereof and, regardless of its location, prin- 

cipally engaged in such phases of international or 
foreign financial operations as may be necessary 
to facilitate the export of goods, wares, or mer- 
chandise from the United States or any of its 
dependencies or insular possessions to any foreign 
country: Provided, however, That in no event 
shall the total investments authorized by this sec- 
tion by any one national bank exceed 10 per 
centum of its capital and surplus. 

Such application shall specify the name and 
capital of the banking association filing it, the 
powers applied for, and the place or places where 
the banking or financial operations proposed are 
to be carried on. The Federal Reserve Board 
shall have power to approve or to reject such 
application in whole or in part if for any reason 
the granting of such application is deemed inex- 
pedient, and shall also have power from time to 
time to increase or decrease the number of places 
where such banking operations may be carried on. 

Every national banking association operating 
foreign branches shall be required to furnish in- 
formation concerning the condition of such branch- 
es to the Comptroller of the Currency upon de- 
mand, and every member bank investing in the 
capital stock of banks or corporations described 
above shall be required to furnish information 
concerning the condition of such banks or cor- 
porations to the Federal Reserve Board upon de- 
mand, and the Federal Reserve Board may order 
special examinations of the said branches, banks, 
or corporations at such time or times as it may 
deem best. 

Before any national bank shall be permitted 
to purchase stock in any such corporation the 
said corporation shall enter into an agreement 
or undertaking with the Federal Reserve Board 
to restrict its operations or conduct its business 
in such manner or under such limitations and 
restrictions as the said board may prescribe for the 
place or places wherein such business is to be con- 
ducted. If at any time the Federal Reserve 
Board shall ascertain that the regulations pre- 
scribed by it are not being complied with, said 
board is hereby authorized and empowered to in- 
stitute an investigation of the matter and to send 
for persons and papers, subpcena witnesses, and 
administer oaths in order to satisfy itself as to 
the actual nature of the transactions referred to. 
Should such investigation result in establishing 
the failure of the corporation in question, or of 
the national bank or banks which may be stock- 
holders therein, to comply with the regulations 
laid down by ‘the said Federal Reserve Board, 
such national banks may be required to dispose 
of stock holdings in the said corporation upon 
reasonable notice. 

Every such national banking association shall 
conduct the accounts of each foreign branch in- 
dependently of the accounts of other foreign 
branches established by it and of its home office, 
and shall at the end of each fiscal period transfer 
to its general ledger the profit or loss accrued 
at each branch as a separate item. 

Any director or other officer, agent, or em- 
ployet of any member bank may, with the ap- 
proval of the Federal Reserve Board, be a director 
or other officer, agent, or employee of any such 
bank or corporation above mentioned in the capital 
stock of which such member bank shall have in- 
vested as hereinbefore provided, without being 
subject to the provisions of section eight of the 
Act approved October fifteenth, nineteen hundred 
and fourteen, entitled ‘‘An Act to supplement 
existing laws against unlawful restraints and mo- 
nopolies, and for other purposes.” * 

BANKING CORPORATIONS AUTHORIZED TO DO FOREIGN 
BANKING BUSINESS. 

Sec. 25 (a). Corporations to be organized for 
the purpose of engaging in international or for- 
eign banking or other international or foreign 
financial operations, or in banking or other finan- 
cial operations in a dependency or insular posses- 
sion of the United States, either directly or 
through the agency, ownership, or control of local 
institutions in foreign countries, or in such de- 

* The Clayton Act. 
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pendencies or insular possessions as provided by 
this section, and to act when required by the 
Secretary of the Treasury as fiscal agents of the 
United States may be formed by any number of 
natural persons, not less in any case than five: 
Provided, That nothing in this section shall be con- 
strued to deny the right of the Secretary of the 
Treasury to use any corporation organized under 
this section as depositaries in Panama and the 
Panama Canal Zone, or in the Philippine Islands 
and other insular possessions and dependencies of 
the United States. 

Such persons shall enter into articles of as- 
sociation which shall specify in general terms the 
objects for which the association is formed and 
may contain any other provisions not inconsistent 
with law which the association may see fit to 
adopt for the regulation of its business and the 
conduct of its affairs. 

Such articles of association shall be signed by 
all of the persons intending to participate in the 
organization of the corporation and, thereafter, 
shall be forwarded to the Federal Reserve Board 
and shall be filed and preserved in its office. 
The persons signing the said articles of associa- 
tion shall under their hands, make an organization 
certificate which shall specifically state: 

First. The name assumed by such corpora- 
tion, which shall be subject to the approval of 
the Federal Reserve Board. 

Second. The place or places where its opera- 
tions are to be carried on. 

Third. The place in the United States where 
its home office is to be located. 

Fourth. The amount of its capital stock and 
the number of shares into which the same shall 
be divided. 

Fifth. The names and places of business or 
residence of the persons executing the certificate 
and the number of shares to which each has 
subscribed. 

Sixth. The fact that the certificate is made 
to enable the persons subscribing ‘the same, and 
all other persons, firms, companies, and corpora- 
tions, who or which may thereafter subscribe to 
or purchase shares of the capital stock of such 
corporation, to avail themselves of the advantages 
of this section. 

The persons signing the organization certificate 
shall duly acknowledge the execution thereof be- 
fore a judge of some court of record or notary 
public, who shall certify thereto under the seal 
of such court or notary, and thereafter the certifi- 
cate shall be forwarded to the Federal Reserve 
Board to be filed and preserved in its office. 
Upon duly making and filing articles of associa- 
tion and an organization certificate, and after 
the Federal Reserve Board has approved the same 
and issued a permit to begin business, the asso- 
ciation shall become and be a body corporate, and 
as such and in the name designated therein shall 
have power to adopt and use a corporate seal, 
which may be changed at the pleasure of its board 
of directors; to have succession for a period of 
twenty years unless sooner dissolved by the act 
of the shareholders owning two-thirds of the stock 
or by an Act of Congress or unless its franchises 
become forfeited by some violation of law; to 
make contracts; to sue and be sued, complain, and 
defend in any court of law or equity; to elect 
or appoint directors, all of whom shall be citi- 
zens of the United States; and, by its board of 
directors, to appoint such officers and employees 
as may be deemed proper, define their authority 
and duties, require bonds of them, and fix the 
penalty thereof, dismiss such officers or employees, 
or any thereof, at pleasure and appoint others 
to fill their places; to prescribe, by its board of 
directors, by-laws not incnsistent with law or with 
the regulations of the Federal Reserve Board 
regulating the manner in which its stock shall be 
transferred, its directors elected or appointed, its 
officers and employees appointed, its property 
transferred, and the privileges granted to it by 
law exercised and enjoyed. 

Each corporation so organized shall have power, 
under such rules and regulations as the Federal 
Reserve Board may prescribe: 
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(a) To purchase, sell, discount, and negotiate,. 
with or without its indorsement or guaranty, notes, 
drafts, checks, bills of exchange, acceptances, 1n- 
cluding bankers’ acceptances, cable transfers, and 
other evidences of indebtedness; to purchase and 
sell, with or without its indorsement or guaranty, 
securities, including the obligations of the United 
States or of any State thereof but not including 
shares of stock in any corporation except as here- 
in provided; to accept bills or drafts drawn upon 
it subject to such limitations and restrictions as 
the Federal Reserve Board may impose; to issue 
letters of credit; to purchase and sell coin, bul- 
lion, and exchange; to borrow and to lend money; 
to issue debentures, bonds, and promissory notes 
under such general conditions as to security and 
such limitations as the Federal Reserve Board 
may prescribe, but in no event having liabilities 
outstanding thereon at any one time exceeding. 
ten times its capital stock and surplus; to re- 
ceive deposits outside of the United States andi 
to receive only such deposits within the United 
States as may be incidental to or for the purpose 
of carrying out transactions in foreign countries. 
or dependencies or insylar possessions of the 
United States; and generally to exercise such 
powers as are incidental to the powers conferredi 
by this Act or as may be usual, in the determina- 
tion of the Federal Reserve Board, in connection 
with the transaction of the business of banking 
or other financial operations in the countries, colo- 
nies, dependencies, or possessions in which it shall 
transact business and not inconsistent with the 
powers specifically granted herein. Nothing con- 
tained in this section shall be construed to pro- 
hibit the Federal Reserve Board, under its power 
to prescribe rules and regulations, from limiting 
the aggregate amount of liabilities of any or all 
classes incurred by the corporation and outstanding 
at any one time. Whenever a corporation organ- 
ized under this section receives deposits in the 
United States authorized by this section it shall 
carry reserves in such amounts as the Federal 
Reserve Board may prescribe, but in no event less. 
than 10 per centum of its deposits. 

(b) To establish and maintain for the transac- 
tion of its business branches or agencies in for- 
eign countries, their dependencies or colonies, and 
in the dependencies or insular possessions of the 
United States, at such places as may be approved. 
by the Federal Reserve Board and under such. 
rules and regulations as it may prescribe, includ- 
ing countries or dependencies not specified in the 
original organization certificate. 

(c) With the consent of the Federal Reserve 
Board to purchase and hold stock or other certifi- 
cates of ownership in any other corporation organ- 
ized under the provisions of this section, or under 
the laws of any foreign country or a colony or 
dependency thereof, or under the laws of any 
State, dependency, or insular possession of the 
United States but not engaged in the general busi- 
ness of buying or selling goods, wares, merchan- 
dise or commodities in the United States and nut 
transacting any business in the United States except 
such as in the judgment of the Federal Reserve 
Board may be incidental to its international or 
foreign business: Provided, however, That, except 
with the approval of the Federal Reserve Board,, 
no corporation organized hereunder shall invest 
in any one corporation an amount in excess of 10 
per centum of its own capital and surplus, except 
in a corporation engaged in the business of bank- 
ing, when 15 per centum of its capital and surplus 
may be so invested: Provided further, That no. 
corporation organized hereunder shall purchase, 
own, or hold stock or certificates of ownership in 
any other corporation organized hereunder or 
under the laws of any State which is in substantial 
competition therewith, or which holds stock or 
certificates of ownership in corporations which are 
in substantial competition with the purchasing cor- 
poration. 

Nothing contained herein shall prevent corpora- 
tions organized hereunder from purchasing and 
holding stock in any corporation where such pur 
chase shall be necessary to prevent a loss upon a. 
debt previously contracted in good faith; and 
stock so purchased or acquired in corporations 



228 

‘organized under this section shall within six 
‘months from such purchase be sold or disposed of 
at public or private sale unless the time to so dis- 
pose of same is extended by the Federal Reserve 
Board. 
No corporation organized under this section 

-shall carry on any part of its business in the 
United States except such as, in the judgment of 
‘the Federal Reserve Board, shall be incidental to 
its international or foreign business: And provided 
further, That except such as is incidental and pre- 
liminary to its organization no such corporation 
shall exercise any of the powers conferred by this 
section until it has been duly authorized by the 
Federal Reserve Board to commence business as a 
corporation organized under the provisions of this 
section. ‘ 

No corporation organized under this section 
shall engage in commerce or trade in commodities 
except as specifically provided in this section, nor 
shall it either directly or indirectly control or fix 
or attempt to control or fix the price of any 
such commodities. The charter of any corpora- 
tion violating this provision shall be subject to 
forfeiture in the manner hereinafter provided in 
‘this section. It shall be unlawful for any direc- 
‘tor, officer, agent, or employee of any such cor- 
poration to use or to conspire to use the credit, 

the funds, or the power of the corporation to 
fix or control the price of any such commodities, 
and any such person violating this provision shall 
be liable to a fine of not less than $1,000 and not 
exceeding $5,000 or imprisonment not less than 
one year and not exceeding five years, or both, in 
the discretion of the court. 

No corporation shall be organized under the 
provisions of this section with a capital stock of 
less than $2,000,000, one-quarter of which must be 
paid in before the corporation may be authorized 
to begin business, and the remainder of the capital 
stock of such corporation shall be paid in install- 
ments of at least 10 per centum on the whole 
amount to which the corporation shall be limited 
as frequently as one installment at the end of 
each succeeding two months from the time of the 
‘commencement of its business operations until the 
whole of the capital stock shall be paid in: Pro- 
wided, however, That whenever $2,000,000 of the 
«capital stock of any corporation is paid in the 
remainder of the corporation’s capital stock or any 
unpaid part of such remainder may, with the con- 
sent of the Federal Reserve Board and subject 
to such regulations and conditions as it may pre- 
scribe, be paid in upon call from the board of 
directors; such unpaid subscriptions, however, to 
be included in the maximum of 10 per centum of 
the national bank’s capital and surplus which 
a national bank is premitted under the provi- 
sions of this Act to hold in stock of corporations 
engaged in business of the kind described in this 
section and in section 25 of the Federal Reserve 
Act as amended: Provded, further, That no such 
corporation shall have liabilities outstanding at 
any one time upon its debentures, bonds, and 
promissory notes in excess of ten times its paid-in 
capital and surplus. The capital stock of any such 
corporation may be increased at any time, with the 
approval of the Federal Reserve Board, by a vote 
of two-thirds of its shareholders or by unanimous 
consent in writing of the shareholders without a 
meeting and without a formal vote, but any such 
increase of capital shall be fully paid in within 
ninety days after such approval; and may be re- 
duced in like manner, provided that in no event 
shall it be less than $2,000,000. No corporation, 
except as herein provided, shall during the time it 
shall continue its operations withdraw or permit to 
be withdrawn either in the form of dividends or 
otherwise, any portion of its capital. Any national 
banking association may invest in the stock of any 
-corporation organized under the provisions of this 
section, but the aggregate amount of stock held in 

.all corporations engaged in business of the kind de- 
scribed in this section and in section 25 of the 
Federal Reserve Act as amended shall not exceed 
10 per centum of the subscribing bank’s capital 

‘and surplus. 
A majority of the shares of the capital stock of 

-any such corporation shall at all times be held 
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and owned by citizens of the United States, by 
corporations the controlling interest in which is 
owned by citizens of the United States, chartered 
under the laws of the United States or of a State 
of the United States, or by firms or companies, 
the controlling interest in which is owned by citi- 
zens of the United States. The provisions of sec- 
tion 8 of the act approved October 15, 1914, en- 
titled ‘‘An act to supplement existing laws against 
unlawful restraints and monopolies, and for other 
purposes,” as amended by the acts of May 15, 1916, 
and September 7, 1916, shall be construed to apply 
to the directors, other officers, agents, or employ- 
ees of corporations organized under the provisions 
of this section: Provided, however, That nothing 
herein contained shall (1) prohibit any director or 
other officer, agent or employee of any member 
bank, who has procured the approval of the Fed- 
eral Reserve Board from serving at the same time 
as a director or other officer, agent, or employee 
of any corporation organized under the provisions 
of this section in whose capital stock such member 
bank shall have invested; or (2) prohibit any direc- 
tor or other officer, agent, or employee of any cor- 
poration organized under the provisions of this 
section, who has procured the approval of the 
Federal Reserve Board, from serving at the same 
time as a director or other officer, agent, or em- 
ployee of any other corporation in whose capital 
stock such first-mentioned corporation shall have 
invested under the provisions of this section. 

No member of the Federal Reserve Board shall 
be an officer or director of any corporation organ- 
ized under the provisions of this section, or of 
any corporation engaged in similar business organ- 
ized under the laws of any State, nor hold stock 
in any such corporation, and before entering upon 
his duties as a member of the Federal Reserve 
Board he shall certify under oath to the Secretary 
of the Treasury that he has complied with this 
requirement. 

Shareholders in any corporation organized under 
the provisions of this section shall be liable for 
the amount of their unpaid stock subscriptions. 
No such corporation shall become a member of any 
Federal Reserve Bank. 

Should any corporation organized hereunder vio- 
late or fail to comply with any of the provisions 
of this section, all of its rights, privileges, and 
franchises derived herefrom may thereby be for- 
feited. Before any such corporation shall be 
declared dissolved, or its rights, privileges, and 
franchises forfeited, any noncompliance with, or 
violation of such laws shall, however, be deter- 
mined and adjudged by a court of the United 
States of competent jurisdiction, in a suit brought 
for that purpose in the district or territory in 
which the home office of such corporation is lo- 
cated, which suit shall be brought by the United 
States at the instance of the Federal Reserve 
Board or the Attorney General. Upon adjudica- 
tion of such noncompliance or violation, each direc- 
tor and officer who participated in, or assented 
to, the illegal act or acts, shall be liable in his 
personal or individual capacity for all damages 
which the said corporation shall have sustained in 
consequence thereof. No dissolution shall take 
away or impair any remedy against the corpora- 
tion, its stockholders, or officers for any liability 
or penalty previously incurred. 

Auy such corporation may go into voluntary 
liquidation and be closed by a vote of its share- 
holders owning two-thirds of its stock. 
Whenever the Federal Reserve Board shall be- 

come satisfied of the insolvency of any such cor- 
poration, it may appoint a receiver who shall take 
possession of all of the property and assets of the 
corporation and exercise the same rights, privi- 
leges, powers, and authority with respect thereto 
as are now exercised by receivers of national 
banks appointed by the Comptroller of the Cur. 
rency of the United States: Provided, however, 
That the assets of the corporation subject to the 
laws of other countries or jurisdictions shall be 
eae with in accordance with the terms of such 
aws 
Every corporation organized under the proyi- 

sions of this section shall hold a meeting of its 
stockholders annually upon a date fixed in its by- 
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laws, such meeting to be held at its home office in 
the United States. Every such corporation shall 
keep at its home office books containing the names 
of all stockholders thereof, and the names and 
addresses of the members of its board of directors, 
together with copies of all reports made by it to 
the Federal Reserve Board. Every such corpora- 
tion shall make reports to the Federal Reserve 
Board at such times and in such form as it may 
require; and shall be subject to examination once 
a year and at such other times as may be deemed 
necessary by the Federal Reserve Board by exam- 
iners appointed by the Federal Reserve Board, the 
cost of such examinations, including the compensa- 
tion of the examiners, to be fixed by the Federal 
Reserve Board and to be paid by the corporation 
examined. 

The directors of any corporation organized un- 
der the provisions of this section may, semiannu- 
ally, declare a dividend of so much of the net 
profits of the corporation as they shall judge 
expedient; but each corporation shall, before the 
declaration of a dividend, carry one-tenth of its 
net profits of the preceding half year to its sur- 
plus fund until the same shall amount to 20 per 
centum of its capital stock. 

Any corporation organized under the provisions 
of this section shall be subject to tax by the State 
within which its home office is located in the same 
manner and to the same extent as other corpora- 
tions organized under the laws of that State 
which are transacting a similar character of busi- 
ness. The shares of stock in such corporation 
shall also be subject to tax as the personal prop- 
erty of the owners or holders thereof in the same 
manner and to the same extent as the shares of 
stock in similar State corporations. 

Any corporation organized under the provisions 
of this section may at any time within the two 
years next previous to the date of the expiration 
of its corporate existence, by a vote of the share- 
holders owning two-thirds of its stock, apply to the 
Federal Reserve Board for its approval to extend 
the period of its corporate existence for a term 
of not more than twenty years, and upon certified 
approval of the Federal Reserve Board such cor- 
poration shall have its corporate existence for 
such extended period unless sooner dissolved by 
the act of the shareholders owning two-thirds of 
its stock, or by an Act of Congress or unless its 
doting becomes forfeited by some violation of 
aw. 
Any bank or banking institution, principally 

engaged in foreign business, incorporated by spe- 
cial law of any State or of the United States or 
organized under the general laws of any State or 
of the United States and having an unimpaired 
capital sufficient to entitle it to become a corpo- 
ration under the provisions of this section may, 
by the vote of the shareholders owning not less 
than two-thirds of the capital stock of such bank 
or banking association, with the approval of_the 
Federal Reserve Boafd, be converted into a Fed- 
eral corporation of the kind authorized by this 
section with any name approved by the Federal 
Reserve Board: Provided, however, That said con- 
version shall not be in contravention of the State 
law. In such case the articles of association and 
organization certificate may be executed by a 
majority of the directors of the bank or banking 
institution, and the certificate shall declare that the 
owners of at least two-thirds of the capital stock 
have authorized the directors to make such certifi- 
cate and to change or convert the bank or banking 
institution into a Federal corporation. A majority 
of the directors, after executing the articles of 
association and the organization certificate, shall 
have power to execute all other papers and to do 
whatever may be required to make its organization 
perfect and complete as a Federal corporation. 
The shares of any such corporation may continue 
to be for the same amount each as they were 
before the conversion, and the directors may con- 
tinue to be directors of the corporation until 
others are elected or appointed in accordance with 
the provisions of this section. When the Federal 
Reserve Board has given to such corporation a 
certificate that the provisions of this section have 
been complied with, such corporation and all its 
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stockholders, officers, and employees, shall have 
the same powers and privileges, and shall be sub- 
ject to the same duties, liabilities, and regulations, 
in all respects, as shall have been prescribed by 
this section for corporations originally organized 
hereunder. 

Every officer, director, clerk, employee, or agent 
of any corporation organized under this section 
who embezzles, abstracts, or willfully misapplies 
any of the moneys, funds, credits, securities, evi- 
dences of indebtedness or assets of any character 
of such corporation; or who, without authority 
from the directors, issues or puts forth any certi- 
ficate of deposit, draws any order or bill of 
exchange, makes any acceptance, assigns any note, 
bond, debenture, draft, bill of exchange, mortgage, 
judgment, or decree; or who makes any false entry 
in any book, report, or statement of such corpora- 
tion with intent, in either case, to injure or de- 
fraud such corporation or any other company, 
body politic or corporate, or any individual per- 
son, or to deceive any officer of such corporation,. 
the Federal Reserve Board, or any agent or exam- 
iner appointed to examine the affairs of any such 
corporation; and every receiver of any such cor- 
poration and every clerk or employee of such 
receiver who shall embezzle, abstract, or willfully 
misapply or wrongfully convert to his own use any 
moneys, funds, credits, or assets of any character 
which may come into his possession or under his 
control in the execution of his trust or the per- 
formance of the duties of his employment; and 
every such receiver or clerk or employee of such 
receiver who shall, with intent to injure or de- 
fraud any person, body politic or corporate, or to 
deceive or mislead the Federal Reserve Board, or 
any agent or examiner appointed to examine the 
affairs of such receiver, shall make any false entry 
in any book, report, or record of any matter con- 
nected with the duties of such receiver; and every 
person who with like intent aids or abets any 
officer, director, clerk, employee, or agent of any 
corporation organized under this section, or re- 
ceiver or clerk or employee of such receiver as 
aforesaid in any violation of this section, shall 
upon conviction thereof be imprisoned for not less 
than two years nor more than ten years, and may 
also be fined not more than $5,000, in the discre- 
tion of the court. 
Whoever being connected in any capacity with 

any corporation organized under this section repre- 
sents in any way that the United States is liable 
for the payment of any bond or other obligation, 
or the interest thereon, issued or incurred by any 
corporation organized hereunder, or that the United 
States incurs any liability in respect of any act or 
omission of the corporation, shall be punished by 
a fine of not more than $10,000 and by imprison- 
ment for not more than five years. 

Sec. 26. All provisions of law inconsistent with 
or superseded by any of the provisions of this Act 
are to that extent and to that extent only hereby 
repealed: Provided, Nothing in this Act contained 
shall be construed to repeal the parity provision 
or provisions contained in an Act approved March 
fourteenth, nineteen hundred, entitled ‘‘An Act to 
define and fix the standard of value, to maintain 
the parity of all forms of money issued or coined 
by the United States, to refund the public debt, 
and for other purposes,’’ and the Secretary of the 
Treasury may, for the purpose of maintaining such 
parity and to strengthen the gold reserve, borrow 
gold on the security of United States bonds author- 
ized by section two of the Act last referred to or 
for one-year gold notes bearing interest at a rate 
of not to exceed three per centum per annum, or 
sell the same if necessary to obtain gold. When 
the funds of the Treasury on hand justify, he 
may purchase and retire such outstanding bonds 
and notes. . 

Sec. 27. The provisions of the Act of May 
thirtieth, nineteen hundred and eight, authorizing 
national currency associations, the issue of addi- 
tional national-bank circulation, and creating a 
National Monetary Commission, which expires by 
limitation under the terms of such Act on the 
thirtieth day of June, nineteen hundred and four- 
teen, are hereby extended to June thirtieth, nine- 
teen hundrd and fifteen, and sections fifty-one 
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hundred and fifty-three, fifty-one hundred and sev- 
enty-two, fifty-one hundred and ninety-one, and 
fifty-two hundred and fourteen of the Revised 
Statutes of the United States, which were amended 
by the Act of May thirtieth, nineteen hundred and 
eight, are hereby reenacted to read as such sec- 
tions read prior to May thirtieth, nineteen hundred 
and eight, subject to such amendments or modif- 
cations as are prescribed in this Act: Provided, 
however, That section nine of the Act first re- 
ferred to in this section is hereby amended so as 
to change the tax rates fixed in said Act by making 
the portion applicable thereto read as follows: 

National banking associations having circulating 
notes secured otherwise than by bonds of the 
United States, shall pay for the first three months 
a tax rate at the rate of three per centum per 
annum upon the average amount of such of their 
notes in circulation as are based upon the deposit 
of such securities, and afterwards an additional 
tax rate of one-half of one per centum per 
annum for each month until a tax of six per centum 
per annum is reached, and thereafter such tax of 
six per centum per annum upon the average 
amount of such notes: Provided further, That 
whenever in his judgment he may deem is desir- 
able, the Secretary of the Treasury shall have 
power to suspend the limitations imposed by sec- 
tion one and section three of the Act referred 
to in this section, which prescribe that such addi- 
tional circulation secured otherwise than by bonds 
of the United States shall be issued only to 
National banks having circulating notes outstand- 
ing secured by the deposit of bonds of the United 
States to an amount not less than forty per centum 
of the capital stock of such banks, and to suspend 
also the conditions and limitations of section five 
of said Act except that no bank shall be permitted 
to issue circulating notes in excess of one hundred 
and twenty-five per centum of its unimpaired capi- 
tal and surplus. He shall require each bank and 
currency association to maintain on deposit in the 
Treasury of the United States a sum in gold suff- 
cient in his judgment for the redemption of such 
notes, but in no event less than five per centum. 
He may permit National banks, during the period 
for which such provisions are suspended, to issue 
additional circulation under the terms and condi- 
tions of the Act referred to as herein amended: 
Provided further, That the Secretary of the Treas- 
ury, in his discretion, is further authorized to 
extend the benefits of this Act to all qualified 
State banks and trust companies, which have 
joined the Federal resesrve system, or which may 
contract to join within fifteen days after the pass- 
age of this Act. 

Sec. 28. Section fifty-one hundred and _ forty- 
three of the Revised Statutes is herby amended 
and reenacted to read as follows: Any association 
formed under this title may, by the vote of the 
shareholders owning two-thirds of its capital stock, 
reduce its capital to any sum not below the amount 
required by this title to authorize the formation 
of associations; but no such reduction shall be 
allowable which will reduce the capital of the asso- 
ciation below the amount required for its outstand- 
ing circulation, nor shall any reduction be made 
until the amount of the proposed reduction has 
been reported to the Comptroller of the Currency 
and such reduction has been approved by the said 
Comptroller of the Currency and by the Federal 
Reserve Board, or by the organization committee 
pending the organization of the Federal Reserve 
Board. 

Sec. 29. If any clause, sentence, paragraph, or 
part of this Act shali for any reason be adjudged 
by any court of competent purisdiction to be in- 
valid, such judgment shall not affect, impair, or 
invalidate the remainder of this Act, but shall be 
confined in its operation to the clause, sentence, 
paragraph, or part thereof directly involved in 
the controversy in which such judgment shall have 
been rendered. 

Sec. 30. The right to amend, alter, or repeal 
this Act is hereby expressly reserved. 

(See Farm Credits Act, Federal Reserve 
System.) 

Federal Reserve Advisory Council 
A board which consists of twelve members 

elected annually by the board of directors of 
each of the twelve Federal Reserve banks. 

Its meetings are held at least four times a 

year at Washington, D. C., and oftener if 

the council deems necessary. The purpose 

of this body is to assist the Federal Reserve 

Board by making recommendations upon im- 

portant matters before action is taken. Its 

functions are purely advisory and not man- 

datory. It has power to confer with the Fed- 
eral Reserve Board on general business con- 

ditions, to make oral or written representa- 

tion concerning matters within the jurisdic- 

tion of the Federal Reserve Board and to 

call for information and to make recommen- 

dations concerning discount rates, rediscount 

business, note issues, reserve conditions, etc. 

(See Federal Reserve Act, Sec. 12.) 

Federal Reserve Agent 
The chairman of the board of directors of 

each Federal Reserve bank, who is also desig- 

nated as “Federal Reserve Agent” for the 
district in which the bank is located. He is 
a Class C director and is the official repre- 

sentative of the Federal Reserve Board with 

each Federal Reserve bank. His chief func- 

tion as Federal Reserve Agent is to receive 

applications for the issue of Federal Reserve 
notes and to secure the approval of the Fed- 
eral Reserve Board for their ultimate issue. 
The collateral for Federal Reserve notes is 

held under his custody and he is required to 

give bond to the Federal Reserve Board for 

the faithful performance of his duties. 
(See Federal Reserve Act, Sec. 11.) 

Federal Reserve Bank 

One of the twelve Federal Reserve banks 

created under the Federal Reserve Act 

(q. v.), and operating in one of the twelve 

Federal Reserve districts. Federal Reserve 

banks are also known as “central,” “reserve,” 

and “regional,” banks. (See Federal Re- 

serve Cities, Federal Reserve Districts, Fed- 

eral Reserve System.) 

Federal Reserve Bank Account 

An account which every member bank and 
clearing member bank is required to main- 

tain with the Federal Reserve bank of its 

district. This account represents the cash 
balance due from the Federal Reserve bank, 

and for member banks must be sufficient in 

amount to provide for the legal reserve 
against deposits. 
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Federal Reserve Bank Collections 

Account 

An account appearing in the general ledger 

and financial statement of a bank which rep- 

resents the amount of out-of-town checks 

sent for collection through the Federal Re- 

serve Check Collection System (q. v.), inthe 
process of collection and not yet available 
as reserve. It also represents the total of 

the balances in the Federal Reserve collec- 

tion ledger in the transit department. When 

checks sent for collection in this manner be- 

come available, they are added to the Feder- 

al Reserve Bank Account and_ subtracted 

from the Federal Reserve Bank Collections 
Account. 

Federal Reserve Bank Earnings 
See Federal Reserve System. 

Federal Reserve Bank Notes 

Circulating notes issued by the various 

Federal Reserve banks with Government 

bonds or notes as security. The United 

States Government pre-war bonds, and un- 

der the Pittman Act (q. v.), United States 
certificates of indebtedness and one-year gold 
notes, are eligible as security for Federal 

Reserve bank notes, and must equal at par 

100 per cent. of the amount issued. There is 
no legal limit to the amount which a Federal 
Reserve bank may issue. 

Federal Reserve bank notes bear the dis- 

tinctive number of the Federal Reserve bank 
of issue. They are engraved with green 

backs, bear a blue seal on the obverse side, 

and carry the same denominational portraits 
as Federal Reserve Notes (q. v.). The de- 
nominations authorized by law are $1, $2, 
$5, $10, $20, $50, $100, $500, and $1,000. A 

redemption fund equal to 5 per cent. of the 

amount outstanding is required to be de- 

posited with the United States Treasury 
from which these notes may be redeemed, if 
presented. They are also redeemable in gold 

or lawful money at the issuing bank. 

These notes are not legal tender, but are 

receivable for all public dues, except duties 

on imports, and may be paid out by the Gov- 
ernment for all purposes except interest on 

the public debt and redemption of Federal 
Reserve bank notes. 

Federal Reserve Bank Statement 

See Federal Reserve Statement. 

Federal Reserve Bank Stock 

See Federal Reserve System. 
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Federal Reserve Board 

The body upon whom the general super- 

vision of the Federal Reserve System rests. 

It consists of six members, exclusive of the 

Secretary of the Treasury and the Comptrol- 
ler of the Currency, who are ex-officio mem- 
bers. 

The work of this organization which sits 

at Washington may be separated into seven 

divisions: (1) audit and examination; 

(2) reports and statistics; (3) clearing; 

(4) correspondence; (5) issue; (6) foreign 
exchange; and (7) analysis and research. 

Each of these divisions has a chief, who has 

charge of the work and employees of his 

division. The Board also appoints a secre- 

tary, assistant secretary, fiscal agent, gen- 

eral counsel, and statistician. 

The division of audit and examination is 

headed by the chief Federal Reserve Ex- 
aminer under whom is organized a corps of 

examiners and assistant examiners. 

The division of reports and statistics is 
organized to carry out the provisions of the 

Federal Reserve Act which require a week- 

ly report of condition of each Federal Re- 

serve bank, showing the main items in their 

accounts. Data are telegraphed each week to 
the Board and the figures are combined to 

make up the Federal Reserve Statement 

(q. v.). Other information, ¢e. g., open mar- 

ket transactions, rediscounts, maturities, rates, 

etc., is sent to the Board for preparation in 
such form as will enable the Board to form 

conclusions in regard to policy. 

The clearing division is organized to set- 
tle the balances arising among Federal Re- 
serve banks in inter-district clearings. This 

division conducts a set of books which re- 

cords the daily debits and credits of each 
Federal Reserve bank for the amounts it 

has received from and sent against all other 

banks, and shows the net results of the trans- 

actions as they affect each bank’s owner- 
ship in the Gold Settlement Fund (q. v.). 

The correspondence division has charge of 

the general clerical work required to keep in 
communication with the several Federal Re- 

serve banks, member banks, and the public. 

The issue division is in charge of the ad- 

ministration of issue and retirement of Fed- 

eral Reserve notes. It receives, counts, packs, 

and ships this currency to the Federal Re- 

serve banks, although the details are handled 

through the Bureau of Engraving and 

Printing. 

The foreign exchange division has charge 
of all matters that pertain to foreign ex- 
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change, while the analysis and research di- 

vision engages in studies of business, credit, 

financial, and banking conditions, and sub- 

mits reports of its investigations to the Fed- 
eral Reserve Board for their information, 

or for publication. (See Federal Reserve 

System. ) 

Federal Reserve Board Regulations 
The Federal Reserve Act empowers the 

Federal Reserve Board to issue regulations 

from time to time to define the terms and 

conditions which may arise as a result of 

banking practice under the Act, and to in- 
terpret the meaning of the various sections 
of the Act. These regulations may be re- 

garded as supplemental to the Act, since 
they are designed to clarify practice and es- 
tablish uniformity of procedure. 

Separate regulations are published for the 

information of Federal Reserve banks, Fed- 

eral Reserve agents, and member banks. 

Four series of regulations of interest to 
member banks have thus far been issued, 

those of 191519175 1920) Sandwlozsiis he 
latter series, including 12 regulations from 

A to L, are now in effect. 
The following is the full text of the 

regulations, 1923 series: 

REGULATION A 
ARTICLE A. 

NOTES, DRAFTS, AND BILLS OF 
EXCHANGE. 

Section I. GENERAL STATUTORY PROVISIONS. 

Any Federal Reserve Bank may discount for any 
of its member banks any note, draft, or bill of 
exchange: Provided— 

(a) It has a definite maturity at the time of 
discount of not more than 90 days, exclusive of 
days of grace; except that (1) if drawn or issued 
for an agricultural purpose or based on live stock, 
it may have a maturity at the time of discount of 
not more than nine months, exclusive of days of 
grace, and (2) certain bills of exchange payable at 
sight or on demand are eligible even though they 
Tea no definite maturity (see Section VII, be- 
low 

(b) It has been issued or drawn for an agri- 
cultural, industrial, or commercial purpose, or the 
proceeds have been used or are to be used for 
such a purpose, or it is a note, draft, or bill of 
exchange of a factor issued as such ‘making ad- 
vances exclusively to producers of staple agricul- 
tural products in their raw state; 

(c) It was not issued for carrying or trading in 
stocks, bonds, or other investment securities, ex- 
cept bonds and notes of the Government of the 
United States; 

(d) The aggregate of notes, drafts, and bills 
bearing the signature or indorsement of any one 
borrower, whether a person, company, firm, or 
corporation, discounted for any one member bank, 
whether State or National, shall at no time exceed 
10 per cent of the unimpaired capital and surplus 
of such bank; but this restriction shall not apply 
to the discount of bills of exchange drawn in good 
faith against actually existing values; 

(e) It is indorsed by a member bank; and 
(f) It conforms to all applicable provisions of 

this regulation. 
No Federal Reserve Bank may discount for any 

member State bank or trust company any of the 

notes, drafts, or bills of exchange of any one bor- 
rower who is liable for borrowed money to such 
State bank or trust company in an amount greater 
than that which could be borrowed lawfully from 
such State bank or trust company under the 
terms of section 5200 of the United States Revised 
Statutes, as amended, were it a national banking 
association. 

Any Federal Reserve Bank may make advances 
to its member banks on their promissory notes for 
a period not exceeding fifteen days, provided that 
they are secured by notes, drafts, bills of exchange, 
or bankers’ acceptances which are eligible for dis- 
count or for purchase by Federal Reserve Banks, 
or by the deposit or pledge of bonds or notes of 
the United States, or bonds of the War Finance 
Corporation. 

SEcTION II. GENERAL CHARACTER OF NOTES, DRAFTS, 
AND BILLS OF EXCHANGE ELIGIBLE. 

The Federal Reserve Board, exercising its statu- 
tory right to define the character of a note, draft, 
or bill of exchange eligible for discount at a Fed- 
eral Reserve Bank has determined that— 

(a) It must be a negotiable note, draft, or bill 
of exchange which has been issued or drawn, or 
the proceeds of which have been used or are to 
be used in the first instance, in producing, pur- 
chasing, carrying, or marketing goods * in one or 
more of the steps of the process of production, 
manufacture, distribution, or for the purpose of 
carrying or trading in bonds or notes of the 
United States, and the name of a party to such 
transaction must appear upon it as maker, drawer, 
acceptor, or indorser. 

(b) It must not be a note, draft, or bill of ex- 
change the proceeds of which have been or are 
to be advanced or loaned to some other borrower, 
except as to paper described below under Sections 
ViiwCp)ianda Vibe 

(c) It must not be a note, draft, or bill of ex- 
change the proceeds of which have been used 
or are to be used for permanent or fixed invest- 
ments of any kind, such as land, buildings, or ma- 
chinery, or for any other capital purpose. 

(d) It must not be a note, draft, or bill of ex- 
change the proceeds of which have been used or 
are to be used for investments of a purely specu- 
lative character. 

(e) It may be secured by the pledge of goods 
or collateral of any nature, including paper which 
is ineligible for discount, provided it (the note, 
draft, or bill of exchange) is otherwise eligible. 

Section III. APppLticATIONS FOR DISCOUNT. 

Every application for the discount of notes, 
drafts, or bills of exchange must contain a cer- 
tificate of the member bank, in form to be pre- 
scribed by the Federal Reserve Bank, that, to the 
best of its knowledge and belief, such notes, drafts, 
or bills of exchange have been issued or drawn or 
the proceeds thereof have been or are to be used, 
for such a purpose as to render them eligible for 
discount under the terms of this regulation, and, 
in the case of a member State bank or trust 
company, every application must contain a certifi- 
cate or guaranty to the effect that the borrower 
is not liable, and will not be permitted to become 
liable during the time his paper is held by the 
Federal Reserve Bank, to such bank or trust com- 
pany for borrowed money in an amount greater 
than that which could be borrowed lawfully from 
such State bank or trust company under the terms 
of section 5200 of the United States Revised Stat- 
utes, as amended, were it a national banking asso- 
ciation. 

Section IV. Promissory NOTES. 

(a) Definition.—A promissory note, within the 
meaning of this regulation, is defined as an un- 
conditional promise, in writing, signed by the 
maker, to pay, in the United States, at a fixed or 
determinable future time, a sum certain in dollars 
to order or to bearer. 

* When used in this regulation the word “‘goods’”’ 
shall be construed to include goods, wares, mer- 
chandise, or agricultural products, including live 
stock, 

—— 
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(b) Evidence of eligibility and requirement of 
statements. —A Federal Reserve Bank must be sat- 
isfied by reference to the note or otherwise that 
it is eligible for discount. The member bank shall 
certify in its application whether the note offered 
for discount has been discounted for a depositor 
other than a bank or for a nondepositor and, if 
discounted for a bank, whether for a member bank 
or a nonmembet bank. The member bank must 
also certify whether a financial statement of the 
borrower is on file with it. 
A recent financial statement of the borrower 

must be on file with the member bank in all cases, 
unless the note was discounted by a member bank 
for a depositor (other than a bank) or for an- 
other member bank, and— 

(1) it is secured by a warehouse, terminal, or 
other similar receipt covering goods in storage, 
by a valid prior lien on live stock which is being 
marketed or fattened tor market, or by bonds or 
notes of the United States; or 

(2) The aggregate of obligations of the bor- 
rower discounted and offered for discount at the 
Federal Reserve Bank by the member bank is less 
than a sum equal to 10 per cent of the paid-in 
capital of the member bank and is less than $5,000. 
A Federal Reserve Bank shall use its discretion 

in taking the steps necessary to satisfy itself as 
to eligibility. Compliance of a note with Section 
II (c) may be evidenced by a statement of the 
borrower showing a reasonable excess of quick 
assets over current liabilities. A Federal Reserve 
Bank may, in all cases, require the financial state- 
ment of the borrower to be filed with it. 

SecTion V. Drarts, BILts oF EXCHANGE, AND 
TRADE ACCEPTANCES. 

(a) Definition.—A draft or bill of exchange, 
within the meaning of this regulation, is defined 
as an unconditional order in writing, addressed by 
one person to another, signed by the person giving 
it, requiring the person to whom it is addresed to 
pay in the United States, at a fixed or determin- 
able future time, a sum certain in dollars to the 
order of a specified person; and a trade accep- 
tance is defined as a draft or bill of exchange, 
drawn by the seller on the purchaser of goods 
sold,* and accepted by such purchaser. 

(b) Evidence of eligibility and requirement of 
statements.—A Federal Reserve Bank shall take 
such steps as it deems necessary to satisfy itself 
as to the eligibility of the draft, bill, or trade 
acceptance offered for discount and may require 
a recent financial statement of one or more parties 
to the instrument. The draft, bill, or trade ac- 
ceptance should be drawn so as to evidence the 
character of the underlying transaction, but if it is 
not so drawn evidence of eligibility may consist 
of a stamp or certificate afflxed by the acceptor or 
drawer in a form satisfactory to the Federal Re- 
serve Bank. 

Section VI. AGRICULTURAL PAPER. 

(a) Definition.—Agricultural paper, within the 
meaning of this regulation, is defined as a nego- 
tiable note, draft, or bill of exchange issued or 
drawn, or the proceeds of which have been or are 
to be used, for agricultural purposes, including 
the production of agricultural products, the mar- 
keting of agricultural products by the growers 
thereof, or the carrying of agricultural products 
by the growers thereof pending orderly marketing, 
and the breeding, raising, fattening, or marketing 
of live stock, and which has a maturity at the 
time of discount of not more than nine months, 
exclusive of days of grace. 

(b) Paper of cooperative marketing associations. 
—Under the express terms of section 13a, notes, 
drafts, bills of exchange, or acceptances issued or 
drawn by cooperative marketing associations com- 
posed of producers of agricultural products are 
deemed to have been issued or drawn for an agri- 

* A consignment of goods or a conditional sale 
of goods cannot be considered ‘ ‘goods sold” within 
the meaning of this clause. The purchase price 
of goods plus the cost of labor in effecting their 
installation may be included in the amount for 
which the trade acceptance is drawn. 

cultural purpose, if the proceeds thereof have been 
or are to be— 

(1) Advanced by such association to any mem- 
bers thereof for an agricultural purpose, or 

(2) Used by such association in making pay- 
ments to any members thereof on account of agri- 
cultural products delivered by such members to the 
association, or 

(3) Used by such association to meet expendi- 
tures incurred by the association in connection 
with the grading, processing, packing, preparation 
for market, or marketing of any agricultural prod- 
uct handled by such association for any of its 
members. 

These are not the only classes of paper of such 
associations which are eligible for discount, how- 
ever, and any other paper of such associations 
which complies with the applicable requirements 
of this regulation may be discounted on the same 
terms and conditions as the paper of any other 
person or corporation. 

Paper of cooperative marketing associations the 
proceeds of which have been or are to be used 
(1) to defray the expenses of organizing such 
associations, or (2) for the acquisition of ware- 
houses, for the purchase or improvement of real 
estate, or for any other permanent or fixed invest- 
ment of any kind, are not eligible for discount, 
even though such warehouses or other property 
are to be used exclusively in connection with the 
ordinary operations of the association. 

(c) Eligibiity.—To be eligible for discount, 
agricultural paper, whether a note, draft, bill of 
exchange, or trade acceptance, must comply with 
the respective sections of this regulation which 
as apply to it if its maturity were 90 days or 
ess. 

(d) Discounts for Federal Intermediate Credit 
' Banks.—Any Federal. Reserve Bank may discount 
agricultural paper for any Federal Intermediate 
Credit Bank; but no Federal Reserve Bank shall 
discount for any Federal Intermediate Credit Bank 
any such paper which bears the indorsement of 
any nonmember State bank or trust company 
which is eligible for membership in the Federal 
Reserve System under the terms of section 9 of 
the Federal Reserve Act as amended. In discount- 
ing such paper each Federal Reserve Bank shall 
give preference to the demands of its own member 
banks and shall have due regard to the probable 
future needs of its own member banks; and no 
Federal Reserve Bank shall discount paper for any 
Federal Intermediate Credit Bank when its own 
reserves amount to less than 50 per cent of its 
own aggregate liabilities for deposits and Federal 
reserve notes in actual circulation. The aggregate 
amount of paper discounted by all Federal Reserve 
Banks for any one Federal Intermediate Credit 
Bank shall at no time exceed an amount equal to 
the paid-up and unimpaired capital and surplus of 
such Federal Intermediate Credit Bank. 

(e) Limitations.—The Federal Reserve Board 
prescribes no limitation on the aggregate amount of 
notes, drafts, bills of exchange, and acceptances 
with maturities in excess of three months, but not 
exceeding six months, exclusive of days of grace, 
which may be discounted by any Federal Reserve 
Bank; but the aggregate amount of notes, drafts, 
bills of exchange, and acceptances with maturities 
in excess of six months, but not exceeding nine 
months, which may be discounted by any Federal 
Reserve Bank shall not exceed 10 per cent of its 
total assets. 

Section VII. Sicut Drarts SECURED By BILLS 
OF LADING. 

A Federal Reserve Bank may discount for any 
of its member banks bills of exchange payable at 
sight or on demand which— 

(a) Are drawn to finance the domestic shipment 
of nonperishable, readily marketable, staple agri- 
cultural products, and 

(b) Are secured by bills of lading or other 
shipping documents conveying or securing title to 
such staples. 

All such bills of exchange shall be forwarded 
promptly for collection, and demand for payment 
shall be made promptly, unless the drawer instructs 
that they be held until arrival of car, in which 
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event they must be presented for payment within 
a reasonable time after notice of arrival of such 
staples at their destination has been received. In 
no event shall any such bill be held by or for the 
account of a Federal Reserve Bank for a period 
in excess of 90 days. 

In discounting such bills Federal Reserve Banks 
may compute the interest to be deducted on the 
basis of the estimated life of each bill and adjust 
the amount thus deducted after payment of such 
bills to conform to the actual life thereof. 

Section VIII. Factors’ PAPER. 

Notes, drafts, and bills of exchange of factors 
issued as such for the purpose of making advances 
exclusively to producers of staple agricultural 
products in their raw state are eligible for dis- 
count with maturities not in excess of 90 days, 
exclusive of days of grace, irrespective of the re- 
quirements of Sections II(a@) and II(b). 

ARTICLE B. 
BANKERS’ ACCEPTANCES. 

Section IX. DEFINITION. 

A banker’s acceptance within the meaning of this 
regulation is defined as a draft or bill of exchange, 
whether payable in the United States or abroad 
and whether payable in dollars or some other 
money, of which the acceptor is a bank or trust 
company, or a firm, person, company, or corpora- 
tion engaged generally in the business of granting 
bankers’ acceptance credits. 

SEcTION X. ELIGIBILITY. 

A Federal Reserve Bank may discount any such 
bill bearing the indorsement of a member bank and 
having a maturity at the time of discount not 
greater than that prescribed by Section XI (a), 
which has been drawn under a credit opened for 
the purpose of conducting or settling accounts re- 
sulting from a transaction or transactions involving 
any one of the following: 

(1) The shipment of goods between the 
United States and any foreign country, or be- 
tween the United States and any of its depen- 
dencies or insular possessions, or between for- 
eign countries, or between dependencies or 
insular possessions and foreign countries; 

(2) The shipment of goods within the 
United States, provided shipping documents 
conveying security title are attached at the 
time of acceptance; or 

(3) The storage of readily marketable 
staples,* provided that the bill secured at the 

time of acceptance by a warehouse, terminal, 
or other similar receipt, conveying security title 
to such staples, issued by a party independent 
of the customer, and provided further that the 
acceptor remains secured throtighout the life 
of the acceptance. In the event that the goods 
must be withdrawn from storage prior to the 
maturity of the acceptance or the retirement 
of the credit, a trust receipt or other similar 
document covering the goods may be _ substi- 
tuted in lieu of the original document, provided 
that such substitution is conditioned upon a 
reasonably prompt liquidation of the credit. In 
order to insure compliance with this condition 
it should be required, when ..the original docu- 
ment is released, either (a) that the proceeds 
of the goods will be applied within a specified 
time toward a liquidation of the acceptance 
credit or (b) that a new document, similar to 
the original one, will be resubstituted within 
a specified time. 

Provided, that acceptances for any one customer in 
excess of 10 per cent of the capital and surplus 
of the accepting bank must remain actually se- 
cured throughout the life of the acceptance, and 

* A readily marketable staple within the meaning 
of these regulations may be defined as an article 
of commerce, agriculture, or industry of such uses 
as to make it the subject of constant dealings in 
ready markets with such frequent quotations of 
price as to make (a) the price easily and definitely 
ascertainable and (0b) the staple itself easy to real- 
ize upon by sale at any time. 
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in the case of the acceptances of member banks 
this security must consist of shipping documents, 
warehouse receipts, or other such documents, or 
some other actual security growing out of the 
same transaction as the acceptance, such as docu 
mentary drafts, trade acceptances, terminal re- 
ceipts, or trust receipts which have been issued 
under such circumstances, and which cover goods 
of such a character, as to insure at all times a 
continuance of an effective and lawful lien in 
favor of the accepting bank, other trust receipts 
not being considered such actual security if they 
permit the customer to have access to or control 
over the goods. 

A Federal Reserve Bank may also discount any 
bill drawn by a bank or banker in a foreign coun- 
try or dependency or insular possession of the 
United States for the purpose of furnishing dollar 
exchange as provided in Regulation C, provided 
that it has a maturity at the time of discount of 
not more than three months, exclusive of days of 
grace. 

Section XI. MatTuRrirTIEs. 
(a) Legal requirements.—No such acceptance is 

eligible for discount which has a maturity at the 
time of discount in excess of 90 days’ sight, ex- 
clusive of days of grace, except that acceptances 
drawn for agricultural purposes and secured at 
the time of acceptance by warehouse receipts or 
other such documents conveying or securing title 
covering readily marketable staples may be dis- 
counted with maturities at the time of discount of 
more than six months’ sight, exclusive of days of 
grace. 

(b) General conditions as to maturity of domes- 
tic acceptances.—Although a Federal Reserve Bank 
may legally discount an acceptance having a matur- 
ity at the time of discount not greater than that 
prescribed under (a), it may decline to discount 
any acceptance the maturity of which is in excess 
of the usual or customary period of credit required 
to finance the underlying transaction or which is 
in excess of that period reasonably necessary to 
finance such transaction. Since the purpose of 
permitting the acceptance of drafts secured by 
warehouse receipts or other such documents is to 
permit of the temporary holding of readily mark- 
etable staples in storage pending a _ reasonably 
prompt sale, shipment, or distribution, no such 
acceptance should have a maturity in excess of the 
time ordinarily necessary to effect a reasonably 
prompt sale, shipment, or distribution into the 
process of manufacture or consumption. 

SeEcTION XII. EvIpENCE oF ELIGIBILITY. 
A Federal Reserve Bank must be satisfied, either 

by reference to the acceptance itself, or otherwise, 
that the acceptance is eligible for discount under 
the terms of the law and the provisions of this 
regulation. The bill itself should be drawn so as 
to evidence the character of the underlying tran- 
saction, but if it is not so drawn evidence of eligi- 
bility may consist of a stamp or certificate affixed 
by the acceptor in form satisfactory to the Federal 
Reserve Bank. 

REGULATION B 
OPEN MARKET PURCHASES OF BILLS OF 
EXCHANGE, TRADE ACCEPTANCES, AND 
BANKERS’ ACCEPTANCES UNDER SEC- 

TION 14. 
SrecTIon I. GENERAL STATUTORY PROVISIONS. 

Section 14 of the Federal Reserve Act provides 
that, under rules and regulations to be prescribed 
by the Federal Reserve Board, Federal Reserve 
Banks may purchase and sell in the open market, 
at home or abroad, from or to domestic or foreign 
banks, firms, corporations, or individuals, bills of 
exchange of the kinds and maturities made eligible 
by the act for discount and bankers’ acceptances, 
with or without the indorsement of a member 
bank. 

SecTion II. GENERAL CHARACTER OF BILLS AND 
ACCEPTANCES ELIGIBLE. 

The Federal Reserve Board, exercising its statu- 
tory right to regulate the purchase of bills of 
exchange and acceptances, prescribes that— 
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(a) Any banker’s acceptance or bill of exchange 
which is eligible for discount under the terms of 
Regulation A is eligible for purchase by Federal 
Reserve Banks in the open market, with or with- 
out the indorsement of a member bank, if— 

(1) It has been accepted by the drawee 
prior to purchase; or 

_ (2). It is accompanied or secured by ship- 
ping documents or by warehouse, terminal, or 
other similar receipts conveying security title; 
or 

(3) It bears a satisfactory bank indorse- 
ment; 

(b) A banker’s acceptance growing out of a 
transaction involving the importation or exporta- 
tion of goods may be purchased if it has a matu- 
rity not in excess of six months, exclusive of days 
of grace, provided that it conforms in other re- 
spects to the applicable requirements of Regulation 
A; and 

(c) A banker’s acceptance growing out of a 
transaction involving the storage within the United 
States of goods actually under contract for sale 
and not yet delivered or paid for may be pur- 
chased, provided that the acceptor is secured by the 
pledge of such goods, and provided further, that 
the acceptance conforms in other respects to the 
applicable requirements of Regulation A. 

Section III. Statements. 

A bill of exchange, unless indorsed by a member 
bank, is not eligible for purchase until a satisfac- 
tory statement has been furnished of the financial 
condition of one or more of the parties thereto. 

A banker’s acceptance, unless accepted or in- 
dorsed by a member bank, is not eligible for pur- 
«chase until the acceptor has furnished a satisfac- 
tory statement of its financial condition in form to 
be approved by the Federal Reserve Bank and 
has agreed in writing with a Federal Reserve Bank 
to inform it upon request concerning the transac- 
tion underlying the acceptance. 

REGULATION C 
ACCEPTANCE BY MEMBER BANKS OF 

DRAFTS AND BILLS OF EXCHANGE. 

ARTICLE? A. 
ACCEPTANCE OF DRAFTS OR BILLS OF 

EXCHANGE DRAWN AGAINST DOMESTIC 
OR FOREIGN SHIPMENTS OF GOODS OR 
SECURED BY WAREHOUSE RECEIPTS COV- 
ERING READILY MARKETABLE STAPLES. 

Section I. StTAtTuTORY PROVISIONS. 

Under the provisions of the sixth paragraph of 
section 13 of the Federal Reserve Act, as amended, 
any member bank may accept drafts or bill of 
exchange drawn upon it, having not more than 
six months’ sight to run, exclusive of days of 
grace, which grow out of transactions involving 
the importation or exportation of goods; or which 
grow out of transactions involving the domestic 
shipment of goods, provided shipping documents 
conveying or securing title are attached at the 
time of acceptance; or which are secured at the 
time of acceptance by a warehouse receipt or 
other such document conveying or securing title 
covering readily marketable staples.* This para- 
graph limits the amount which any bank shall 
accept for any one person, company, firm, or cor- 
poration, whether in a foreign or domestic transac- 
tion, to an amount not exceeding at any time, in 
the aggregate, more than 10 per cent of its paid-up 
and unimpaired capital stock and surplus. This 
limit, however, does not apply in any case where 
the accepting bank remains secured either by at- 
tached documents or by some other actual security 

* A readily marketable staple within the meaning 
of these regulations may be defined as an article 
of commerce, agriculture, or industry of such uses 
as to make it the subject of constant dealings in 
ready markets with such frequent quotations of 
price as to make (a) the price easily and definitely 
ascertainable and (6) the staple itself easy to real- 
ize upon by sale at any time. 

Pia 

growing out of the same transaction as the accep- 
tance. A trust receipt which permits the customer 
to have access to or control over the goods will 
not be considered by Federal Reserve Banks to be 
‘actual security” within the meaning of section 13. 
A bill of lading draft, however, is ‘‘actual se- 
curity’? even after the documents have been re- 
leased, provided that the draft is accepted by the 
drawee upon or before the surrender of the docu- 
ments. The law also provides that any bank may 
accept such bills up to an amount not exceeding 
at any time, in the aggregate, more than one-half 
of its paid-up and unimpaired capital stock and 
surplus; or, with the approval if the Federal 
Reserve Board, up to an amount not exceeding at 
any time, in the aggregate, more than 100 per cent 
of its paid-up and unimpaired capital stock and 
surplus. In no event, however, shall the aggre- 
gate amount of acceptances growing out of domes- 
tic transactions exceed 50 per cent of such capital 
stock and surplus. 

Section II. REGULATIONS 

1. Under the provisions of the law referred to 
above the Federal Reserve Board has determined 
that any member bank, having an unimpaired sur- 
plus equal to at least 20 per cent of its paid-up 
capital, which desires to accept drafts or bills of 
exchange drawn for the purposes described above, 
up to an amount not exceeding at any time, in the 
aggregate, 100 per cent of its paid-up and unim- 
paired capital stock and surplus, may file an appli- 
cation for that purpose with the Federal Reserve 
Board. Such application must be forwarded 
through the Federal Reserve Bank of the district 
in which the applying bank is located. 

The Federal Reserve Bank shall report to 
the Federal Reserve Board upon the standing of 
the applying bank, stating whether the business 
and banking conditions prevailing in its district 
warrant the granting of such application. 

3. The approval of any such application may 
be rescinded upon 90 days’ notice to the bank 
affected. 

ARTICLE B. 
ACCEPTANCE OF DRAFTS OR BILLS OF 
EXCHANGE DRAWN FOR THE PURPOSE OF 

CREATING DOLLAR EXCHANGE 

Section III. Statutory PROVISIONS 

Section 13 of the Federal Reserve Act also pro- 
vides that any member bank may accept drafts or 
bills of exchange drawn upon it having not more 
than three months’ sight to run, exclusive of days 
of grace, drawn, under regulations to be prescribed 
by the Federal Reserve Board, by banks or bankers 
in foreign countries or dependencies or insular 
possessions of the United States for the purpose 
of furnishing dollar exchange as required by the 
usages of trade in the respective countries, de- 
pendencies, or insular possessions. 

No member bank shall accept such drafts or bills 
of exchange for any one bank to an amount ex- 
ceeding in the aggregate 10 per cent of the paid-up 
and unimpaired capital and surplus of the accept- 
ing bank unless the draft or bill of exchange is 
accompanied by documents conveying or securing 
title or by some other adequate security. No mem- 
ber bank shall accept such drafts or bills in an 
amount exceeding at any time in the aggregate 
one-half of its paid-up and unimpaired capital and 
surplus. This 50 per cent limit is separate and 
distinct from and not included in the limits placed 
upon the acceptance of drafts and bills of ex- 
change as described under Article A of this 
regulation. 

Section IV. REGULATIONS 

Any member bank desiring to accept drafts 
drawn by banks or bankers in foreign countries 
or dependencies or insular possessions of the 
United States for the purpose of furnishing dollar 
exchange shall first make an application to the 
Federal Reserve Board setting forth the usages of 
trade in the respective countries, dependencies, 
or insular possessions in which such banks or 
bankers are located. 

If the Federal Reserve Board should determine 
that the usages of trade in such countries, depen- 



236 ENCYCLOPEDIA OF BANKING AND FINANCE 

dencies, or possessions require the granting of the 
acceptance facilities applied for, it will notify the 
applying bank of its approval and will also publish 
in the Federal Reserve Bulletin the name or names 
of those countries, dependencies, or possessions in 
which banks or bankers are authorized to draw on 
member banks whose applications have been ap- 
proved for the purpose of furnishing dollar ex- 
change. 

The Federal Reserve Board reserves the right to 
modify or on 90 days’ notice to revoke its approval 
either as to any particular member bank or as to 
any foreign country or dependency or insular pos- 
session of the United States in which it has au- 
thorized banks or bankers to draw on member 
banks for the purpose of furnishing dollar ex- 
change. 

REGULATION D 
TIME DEPOSITS AND SAVINGS ACCOUNTS. 

Section I. STatTuToRyY PROVISIONS 

Section 19 of the Federal Reserve Act provides, 
in part, as follows: 
“Demand deposits within the meaning of this 

Act shall comprise all deposits payable within 
thirty days, and time deposits shall comprise all 
deposits payable after thirty days, all savings 
accounts and certificates of deposit which are sub- 
ject to not less than thirty days’ notice before 
payment, and all postal savings deposits.” 

Section II. Time Deposits. Open ACCOUNTS. 

The term ‘‘time deposits, open accounts” shall 
be held to include all accounts, not evidenced by 
certificates of deposit or savings pass books, in 
respect to which a written contract is entered into 
with the depositor at the time the deposit is made 
that neither the whole nor any part of such deposit 
may be withdrawn by check or otherwise, except 
on a given date or on written notice which must 
be given by the depositor a certain specified num- 
pee of days in advance, in no case less than 30 
ays. 

Section III. Savincs Accounts 
The term ‘“‘savings accounts” shall be held to 

include those accounts of the bank in respect to 
which, by its printed regulations, accepted by the 
depositor at the time the account is opened— 

(a) The pass book, certificate, or other similar 
form of receipt must be presented to the bank 
whenever a deposit or withdrawal is made, and 

(b) The depositor may at any time be required 
by the bank to give notice of an intended with- 
drawal not less than 30 days before a withdrawal 
is made. 

Section IV. T1iMr CERTIFICATES OF DEPOSIT 
A “time certificate of deposit’? is defined as an 

instrument evidencing the deposit with a bank, 
either with or without interest, of a certain sum 
specified on the face of the certificate payable in 
whole or in part to the depositor or on his order— 

(a) On a certain date, specified on the certifi- 
cate, not less than 30 days after the date of the 
deposit, or 

(b) After the lapse of a certain specified time 
subsequent to the date of the certificate, in no case 
less than 30 days, or 

(c) Upon written notice, which the bank may 
at its option require to be given a certain specified 
number of days, not less than thirty days, before 
the date of repayment, and 

(d) In all cases only upon presentation of the 
certificate at each withdrawal for proper indorse- 
ment or surrender. 

REGULATION E 
PURCHASE OF WARRANTS. 

Section I. STatTuToRY REQUIREMENTS 

Section 14 of the Federal Reserve Act reads in 
part as follows: 

“Every Federal Bank 
ower— 
“*(b) To buy and sell, at home or abroad, bonds 

and notes of the United States, and bills, notes, 
revenue bonds, and warrants with a maturity 
from date of purchase of not exceeding six months, 
issued in anticipation of the collection of taxes 

Reserve shall have 

or in anticipation of the receipt of assured reve- 
nues by any State, county, district, political sub- 
division, or municipality in the continental United 
States, including irrigation, drainage and reclama- 
tion districts,.such purchases to be made in accord- 
ance with rules and regulations prescribed by the 
Federal Reserve Board.” 

Section II. DEFINITIONS 

Within the meaning of this regulation— 
The term ‘“‘warrant” shall be construed to mean 

“bills, notes, revenue bonds, and warrants with a 
maturity from date of purchase of not exceeding 
six months.’ 

The term ‘“‘municipality’ shall be construed to 
mean “State, county, district, political subdivision, 
or municipality in the continental United States, 
including irrigation, drainage, and reclamation dis- 
tricts,7 

The term ‘‘net funded indebtedness’ shall be 
construed to mean the legal gross indebtedness of 
the municipality (including the amount of any 
school district or other bonds which depend for 
their redemption upon taxes levied upon property 
within the municipality) less the aggregate of the 
following items: 

(1) The amount of outstanding bonds or other 
debt obligations made payable from current rev- 
enues; 

(2) The amount of outstanding bonds issued for 
the purpose of providing the inhabitants of a 
municipality with public utilities, such as water- 
works, docks, electric plants, transportation facil- 
ities, etc.: Provided, That evidence is submitted 
showing that the income from such utilities is. 
sufficient for maintenance, for payment of interest 
on such bonds, and for the accumulation of a sink- 
ing fund sufficient for their redemption at ma- 
turity; 

(3) The amount of outstanding improvement 
bonds, issued under laws which provide for the 
levying of special assessments against abutting 
property in amounts sufficient to insure the pay- 
ment of interest on the bonds and the redemption 
thereof at maturity: Provided, That such bonds. 
are direct obligations of the municipality and in- 
cluded in the gross indebtedness of the munici- 
pality; and 

(4) The total of all sinking funds accumulated 
for the redemption of the gross indebtedness of 
the municipality, except sinking funds applicable 
to bonds described in (1), (2), and (3) above. 

Section III. Crass oF WARRANTS ELIGIBLE FOR 
PURCHASE 

Any Federal Reserve Bank may purchase war- 
rants issued by a municipality in anticipation of 
the collection of taxes or in anticipation of the 
receipt of assured revenues, provided— 

(a) They are the general obligations of the 
entire municipality; it. being intended to exclude 
as ineligible for purchase all such obligations as 
are payable from “local benefit’? and ‘‘special as- 
sessment”? taxes when the municipality at large is. 
not directly or ultimately liable; 

(b) They are issued in anticipation of taxes or 
revenues which are due and payable on or before 
the date of maturity of such warrants; but the 
Federal Reserve Board may waive this condition 
in specific cases. For the purposes of this regu- 
lation, taxes shall be considered as due and pay- 
able on the last day on which they may be paid 
without penalty; 

(c) They are issued by a municipality— 

(1) Which has been in existence for a 
period of ten years; 

(2) Which for a period of ten years pre- 
vious to the purchase has not defaulted for 
longer than 15 days in the payment of any 
part of either principal or interest of- any 
funded debt authorized to be contracted by it; 

(3) Whose net funded indebtedness does not 
exceed 10 per centum of the valuation of its 
taxable property, to be ascertained by the last 
preceding valuation of property for the assess- 
ment of taxes. 

Section IV. ‘“‘EXISTENCE”? AND ‘‘NONDEFAULT’’ 

Warrants will be construed to comply, with that 
part of Section III (c) relative to term of exis~ 
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tence and nondefault, under the following condi- 
tions: 

(1) Warrants issued by or in behalf of any 
municipality which was, subsequent to the issuance 
of such warrants, consolidated with or merged into 
an existing political division which meets the re- 
quirements of these regulations, will be deemed to 
be the warrants of such political division: Pro- 
vided, That such warrants were assumed by such 
political division under statutes and appropriate 
proceedings the effect of which is to make such 
warrants general obligations of such assuming po- 
litical division and payable, either directly or ulti- 
mately, without limitation to a special fund from 
the proceeds of taxes levied upon all the taxable 
real and personal property within its territorial 
limits. 

(2) Warrants issued by or in behalf of any 
municipality which was, subsequent to the issuance 
of such warrants, wholly succeeded by a newly 
organized political division whose term of existence, 
added to that of such original political division or 
of any other political division so succeeded, is 
equal to a period of ten years will be deemed to 
be warrants of such succeeding political division: 
Provided, That during such period none of such 
political divisions shall have defaulted for a period 
exceeding 15 days in the payment of any part of 
either principal or interest of any funded debt 
authorized to be contracted by it: And provided 
further, That such warrants were assumed by such 
new political division under statutes and appropri- 
ate proceedings the effect of which is to make such 
warrants general obligations of such assuming po- 
litical division and payable, either directly or ulti- 
mately, without limitation to a special fund, from 
the proceeds of taxes levied upon all the taxable 
real and personal property within its territorial 
limits. 

(3) Warrants issued by or in behalf of any 
municipality which, prior to such issuance, became 
the successor of one or more, or was formed by 
the consolidation or merger of two or more, pre- 
existing political divisions, the term of existence 
of one or more of which, added to that of such 
succeeding or consolidated political division, is 
equal to a period of 10 years, will be deemed to 
be warrants of a political division which has been 
in existence for a period of 10 years: Provided, 
That during such period none of such original, 
succeeding, or consolidated political divisions shall 
have defaulted for a period exceeding 15 days in 
the payment of any part of either principal or 
interest of any funded debt authorized to be con- 
tracted by it. 

SEcTION V. LIMITATIONS 

(a) Except with the approval of the Federal 
Reserve Board, no Federal Reserve Bank_ shall 
purchase and hold an amount in excess of 25 per 
cent of the total amount of warrants outstanding 
at any time and issued in conformity with provi- 
sions of section 14 (b), above quoted, and actually 
sold by a municipality. 

(b) Except with the approval of the Federal 
Reserve Board, the aggregate amount invested by 
any Federal Reserve Bank in warrants of all kinds 
shall not exceed at the time of purchase a sum 
equal to 10 per cent of the deposits kept by its 
member banks with such Federal Reserve Bank. 

(c) Except with the approval of the Federal 
Reserve Board, the maximum amount which may 
be invested at the time of purchase by any Fed- 
eral Reserve Bank in warrants of any single 
municipality shall be limited to the following per- 
centages of the deposits kept in such Federal 
Reserve Bank by its member banks: 

Five per cent of such deposits in warrants of 
a municipality of 50,000 population or over; 

Three per cent of such deposits in warrants of 
a municipality of over 30,000 population, but less 
than 50,000; 

One per cent of such deposits in warrants of a 
municipality of over 10,000 population, but less 
than 30,000. 

(d) Any Federal Reserve Bank may purchase 
from any of its member banks warrants of any 
municipality, indorsed by such member bank, with 
waiver of demand, notice, and protest if such war- 

rants comply with Sections III and V (b) of these 
regulations, except that where a period of 10 
years is mentioned in III (c) hereof a period of 
5 years shall be substituted for the purposes of 
this clause. 

SecTION VI. WARRANTS OF SMALL MUNICIPALITIES 

Warrants of a municipality of 10,000 population 
or less shall be purchased only with the special 
approval of the Federal Reserve Board. 

The population of a municipality shall be deter- 
mined by the last Federal or State census. Where 
it cannot be exactly determined the Federal Re- 
serve Board will make special rulings. 

Section VII. Opinion or COUNSEL 

Opinion of recognized counsel on municipal 
issues or of the regularly appointed counsel of 
the municipality as to the legality of the issue 
shall be secured and approved in each case by 
counsel for the Federal Reserve Bank. 

REGULATION F 
TRUST POWERS OF NATIONAL BANKS. 

Section I. SratuTory PROVISIONS 
The Federal Resreve Act as amended by the 

act of September 26, 1918, provides in part: 
Sec. 11. The Federal Reserve Board shall be 

authorized and empowered 
(k) To grant by special permit to national banks, 

applying therefor, when not in contravention of 
State or local law, the right to act as trustee, 
executor, administrator, registrar of stocks and 
bonds, guardian of estates, assignee, receiver, com- 
mittee of estates of lunatics, or in any other 
fiduciary capacity in which State banks, trust 
companies, or other corporations which come into 
competition with national banks are permitted to 
act under the laws of the State in which the 
national bank is located. 

Whenever the laws of such State authorize or 
permit the exercise of any or all of the foregoing 
powers by State banks, trust companies, or other 
corporations which compete with national banks, 
the granting to and the exercise of such powers by 
national banks shall not be deemed to be in con- 
travention of State or local law within the mean- 
ing of this Act. 

National banks exercising any or all of the 
powers enumerated in this subsection shall segre- 
gate all assets held in any fiduciary capacity from 
the general assets of the bank and shall keep a sep- 
arate set of books and records showing in proper 
detail all transactions engaged in under authority 
of this subsection. Such books and records shall 
be open to inspection by the State authorities to 
the same extent as the books and records of cor- 
porations organized under State law which exer- 
cise fiduciary powers, but nothing in this Act 
shall be construed as authorizing the State authori- 
ties to examine the books, records, and assets of 
the national bank which are not held in trust 
under authority of this subsection. 

No national bank shall receive in its trust 
department deposits of current funds subject to 
check or the deposit of checks, drafts, bills of 
exchange, or other items for collection or exchange 
purposes. Funds deposited or held in trust by the 
bank awaiting investment shall be carried in a 
separate account and shall not be used by the 
bank in the conduct of its business unless it shall 
first set aside in the trust department United 
States bonds or other securities approved by the 
Federal Reserve Board. 

In the event of the failure of such bank the 
owners of the funds held in trust for investment 
shall have a lien on the bonds or other securities 
so set apart in addition to their claim against the 
estate of the bank. 
Whenever the laws of a State require corpora- 

tions acting in a fiduciary capacity, to deposit 
securities with the State authorities for the pro- 
tection of private or court trusts, national banks 
so acting shall be required to make similar deposits 
and securities so deposited shall be held for the 
protection of private or court trusts, as provided 
by the State law. 

National banks in such: cases shall not be re- 
quired to execute the bond usually required of 
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individuals if State corporations under similar cir- 
cumstances are exempt from this requirement. 

National banks shall have power to execute such 
bond when so required by the laws of the State. 

In any case in which the laws of a State 
require that a corporation acting as trustee, exécu- 
tor, administrator, or in any capacity specified in 
this section, shall take an oath or make an affidavit, 
the president, vice president, cashier, or trust off- 
cer of such national bank may take the necessary 
oath or execute the necessary affidavit. 

It shall be unlawful for any national banking 
association to lend any officer, director, or em- 
ployee any funds held in trust under the powers 
conferred by this section. Any officer, director, 
or employee making such loan, or to whom such 
loan is made, may be fined not more than $5,000, 
or imprisoned not more than five years, or may 
be both fined and imprisoned, in the discretion of 
the court. 

In passing upon applications for permission to 
exercise the powers enumerated in this subsection, 
the Federal Reserve Board may take into con- 
sideration the amount of capital and surplus of 
the applying bank, whether or not such capital 
and surplus is sufficient under the circumstances 
of the case, the needs of the community to be 
served, and any other facts and circumstances 
that seem to it proper, and may grant or refuse 
the application accordingly: Provided, That no 
permit shall be issued to any national banking 
association having a capital and surplus less than 
the capital and surplus required by State law of 
State banks, trust companies, and corporations ex- 
ercising such powers. 

Section II. APPLICATIONS 

A national bank desiring to exercise any and all 
of the powers authorized by section 11 (k) of the 
Federal Reserve Act, as amended by the Act of 
September 26, 1918, shall make application to the 
Federal Reserve Board, on a form approved by 
said, Board, for a special permit authorizing it to 
exercise such powers. In the case of an original 
application—that is, where the applying bank has 
never been granted the right to exercise any of 
the powers authorized by section 11 (k)—the appli- 
cation should be made on F. R. B. Form 61. In 
the case of a supplemental application—that is, 
where the applying bank has already been granted 
the right to exercise one or more of the powers 
authorized by section 11 (k)—tthe application 
should be made on F. B. Form 61-b. Both 
forms are made a part of this regulation and may 
be obtained from the Federal Reserve Board or 
any Federal Reserve Bank. 

Section II]. SEPARATE DEPARTMENTS 

Every national bank permitted to act under this 
section shall establish a separate trust department, 
and shall place such department under the manage- 
ment of an officer or officers, whose duties shall 
25 bg pode by the board of directors of the 
ank, 

Section IV. Custopy or Trust SECURITIES AND 
INVESTMENTS 

The securities and investments held in each 
trust shall be kept separate and distinct from the 
securities owned by the bank and separate and 
distinct one from another. Trust securities and 
investments shall be placed in the joint custody 
of two or more officers or other employees desig- 
nated by the board of directors of the bank and 
all such officers and employees shall be bonded. 

SEcTION V. DeEPOsIT oF FUNDS AWAITING 
INVESTMENT OR DISTRIBUTION 

Funds received or held in the trust department 
of a national bank awaiting investment or distri- 
bution may be deposited in the commercial depart- 
ment of the bank to the credit of the trust depart- 
ment, provided that the bank first delivers to the 
trust department, as collateral security, United 
States bonds, or other readily marketable securities 
owned by the bank, which collateral security shall 
at all times be at least equal in market value to 
the amount of the funds so deposited. 
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SecTION VI. INVESTMENT OF TRUST FUNDS 

be invested in strict accordance with the terms of 
the will, deed, or other instrument creating the 
trust. Where’ the instrument creating the trust 
contains provisions authorizing the bank, its offi- 
cers, or its directors to exercise their discretion in 
the matter of investments, funds held in trust 
may be invested only in those classes of securities 
which are approved by the directors of the bank. 
Where the instrument creating the trust does not 
specify the character or class of investments to 
be made and does not expressly vest in the bank, 
its officers or its directors a discretion in the 
matter of investments, funds held in trust shall 
be invested in any securities in which corporate 
or individual fiduciaries in the State in which the 
bank is located may lawfully invest. 

(b) Court trusts.—Except as hereinafter pro- 
vided, a national bank acting as executor, admin- 
istrator, or in any other fiduciary capacity, under 
appointment by a court of competent jurisdiction, 
shall make all investments under an order of that 
court, and copies of all such orders shall be filed 
and preserved with the records of the trust depart- 
ment of the bank. If the court by general order 
vests a discretion in the national bank to invest 
funds held in trust, or if under the laws of the 
State in which the ‘bank is located corporate fidu- 
ciaries appointed by the court are permitted to 
exercise such discretion, the national bank so 
appointed may invest such funds in any securities 
in which corporate or individual fiduciaries in the 
State in which the bank is located may lawfully 
invest. 

Section VII. Booxs anp ACCOUNTS 

All books and records of the trust department 
shall be kept separate and distinct from other 
books and records of the bank. All accounts 
opened shall be so kept as to enable the national 
bank at any time to furnish information or reports 
required by the Federal or State authorities, and 
such books and records shall be open to the in- 
spection of such authorities. 

Section VIII. EXAMINATIONS 

Examiners appointed by the Comptroller of the 
Currency or designated by the Federal Reserve 
Board will be instructed to make thorough and 
complete audits of the cash, securities, accounts, 
and investments of the trust department of the 
bank at the same time that examination is made of 
the banking department. 

SECTION IX. CONFORMITY WITH STATE LAWS 

Nothing in these regulations shall be construed 
to give a national bank exercising the powers per- 
mitted under the provisions of section 11 (k) of 
the Federal Reserve Act, as amended, any rights 
or privileges in contravention of the ‘laws of the 
State in which the bank is located within the 
meaning of that Act. 

SECTION X. REVOCATION OF PERMITS 
The Federal Reserve Board reserves the right 

to revoke permits granted under the provisions of 
section 11(k), as amended, in any case where in 
the opinion of the Board a_bank has willfully 
violated the provisions of the Federal Reserve Act 
or of these regulations or the laws of any State 
relating to the operations of such bank when 
acting in any of the capacities permitted under 
the provisions of section 11 (k), as amended. 

SecTion XI. CHANGES IN REGULATIONS 
These regulations are subject to change by the 

Federal Reserve Board; provided, however, that 
no such change shall prejudice any obligation 
undertaken in good faith under regulations in 
effect at the time the obligation was assumed. 

REGULATION G 
LOANS ON FARM LAND AND OTHER REAL 

ESTATE. 

Section 24 of the Federal Reserve Act provides 
in part that— 

Any national banking association not situated in 
a central reserve city may make loans secured by 
improved and unencumbered farm land situated 
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within its Federal reserve district or within a 
radius of one hundred miles of the place in which 
such bank is located, irrespective of district lines, 
and may also make loans secured by improved and 
unencumbered real estate located within one hun- 
dred miles of the place in which such bank is 
located, irrespective of district lines; but no loan 
made upon the security of such farm land shall be 
made for a longer time than five years, and no 
loan made upon the security of such real estate as 
distinguished from farm land shall be made for 
a longer time than one year nor shall the amount 
of any such loan, whether upon such farm land or 
upon such real estate, exceed fifty per centum of 
the actual value of the property offered as security. 
Any such bank may make such loans, whether 
secured by such farm land or such real estate, in 
an aggregate sum equal to twenty-five per centum 
of its capital and surplus or to one-third of its 
time deposits and such banks may continue here- 
after as heretofore to receive time deposits and 
to pay interest on the same. 

National banks not located in central reserve 
cities may, therefore, legally make loans secured 
by improved and unencumbered farm land or other 
real estate as provided by this section. 

Certain conditions and restrictions must, how- 
ever, be observed— 

(a) There must be no prior lien on the land: 
that is, the lending bank must hold an absolute 
first mortgage or deed of trust. 

(b) The amount of the loan must not exceed 
50 per cent of the actual value of the land by 
which it is secured. 

(c) The maximum amount of loans which a 
national bank may make on real estate, whether 
on farm land or on other real estate as distin- 
guished from farm land, is limited under the 
terms of the Act to an amount not in excess of 
one-third of its time deposits at the time of the 
making of the loan, and not in excess of one- 
third of its average time deposits during the pre- 
ceding calendar year: Provided, however, That if 
one-third of such time deposits as of the date of 
making the loan or one-third of the average time 
deposits for the preceding calendar year, is less 
than one-fourth of the capital and surplus of the 
bank as of the date of making the loan, the bank 
in such event shall have authority to make loans 
upon real estate under the terms of the Act to the 
extent of one-fourth of the bank’s capital and sur- 
plus as of that date. 

(d) Farm land to be eligible as security for a 
loan by a national bank must be situated within 
the Federal reserve district in which such bank is 
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nevertheless, at the end of the year, the maturing 
note may be renewed or extended for another 
year, and in order to obviate the necessity of 
making a new mortgage or deed of trust for each 
renewal the original mortgage or deed of trust 
may be so drawn in the first instance as to cover 
possible future renewals of the original note. 
Under no circumstances, however, must the bank 
obligate itself in advance to make such a renewal. 
It must in all cases preserve the right to require 
payment at the end of the year and to foreclose 
the mortgage should that action become necessary. 
The same principles apply to loans of longer ma- 
turities secured by farm lands, 

(h) In order that real estate loans held by a 
bank may be readily classified, a statement signed 
by the officers making a loan and having knowl- 
edge of the facts upon which it is based must be 
attached to each note secured by a first mortgage 
on the land by which the loan is secured, certify- 
ing in detail as of the date of the loan that all 
of the requirements of law have been duly ob- 
served. 

REGULATION H 
MEMBERSHIP OF STATE BANKS AND 

TRUST COMPANIES. 

Section I. Banks ELIGIBLE FoR MEMBERSHIP 

1. Incorporation.—In order to be eligible for 
membership in a Federal Reserve Bank, a State 
bank or trust company must have been incorpo- 
rated under a special or general law of the State 
or district in which it is located. 

2. Capital stock.—Under the terms of section 9 
of the Federal Reserve Act as amended, no apply- 
ing bank can be admitted to membership in a 
Federal Reserve Bank unless— 

(a) It possesses a paid-up, unimpaired capital 
sufficient to entitle it to become a national banking 
association in the place where it is situated, under 
the provisions of the National Bank Act, or 

(b) It possesses a paid-up, unimpaired capital of 
at least 60 per cent of such amount, and, under 
penalty of loss of membership, complies with the 
rules and regulations herein prescribed by the 
Federal Reserve Board fixing the time within 
which and the method by which the unimpaired 
capital of such bank shall be increased out of net 
income to equal the capital required under (a). 

In order to become a member of the Federal 
Reserve System, therefore, any State bank or trust 
company must have a minimum paid-up capital 
stock at the time it becomes a member, as follows: 

If located in a city or town with a population of— 

moe excecdaime 3,000 inhabitants ...0.6...0cese008 
Exceeding 3,000 but not exceeding 6,000 inhabitants.. 
Exceeding 6,000 but not exceeding 50,000 inhabitants 
Exceeding 50,000 inhabitants 2s 4.8 6) 6 bow © 8 2 88 6e6 

located or within a radius of 100 miles of such 
bank irrespective of district lines. 

(e) Real estate as distinguished from farm land 
to be eligible as security for a loan by a national 
bank must be located within a radius of 100 miles 
of such bank irrespective of district lines. 

(f) The right of a national bank to “make 
loans’? under section 24 includes the right to pur- 
chase or discount loans already made as well as 
the right to make such loans in the first instance: 
Provided, however, That no loan secured by farm 
land shall have a maturity of more than five years 
from the date on which it was purchased or made 
by the national bank and that no loan secured by 
other real estate shall have a maturity of more 
than one year from such date. 

(g) Though no national bank is authorized 
under the provisions of section 24 to make a 
loan on the security of real estate, other than 
farm land, for a period exceeding one year, 

Minimum capi- Minimum capi- 
tal if admitted tal if admitted 

under clause (a) under clause (b) 

+ beeches $25,000 $15,000 
Per one 50,000 30,000 
vexed ay m 100,000 60,000 
ao @ wie eye Modo 200,000 120,000 

Any bank admitted to membership under clause 
(b) must also, as a condition of membership, the 
violation of which will subject it to expulsion from 
the Federal Reserve System, increase its paid-up 
and unimpaired capital within five years after the 
approval of its application by the Federal Reserve 
Board to the amount required under (a). For the 
purpose of providing for such increase, every such 
bank shall set aside each year in a fund exclusively 
applicable to such capital increase not less than 50 
per cent of its net earnings for the preceding year 
prior to the payment of dividends, and if such net 
earnings exceed 12 per cent of the paid-up capital 
of such bank, then all net earnings in excess of 
6 per cent of the paid-up capital shall be carried 
to such fund, until such fund is large enough to 
provide for the necessary increase in capital. 
Whenever such fund shall be large enough to pro- 
vide for the necessary increase in capital, or at 
such other time as the Federal Reserve Board may 
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require, such fund or as much thereof as may be 
necessary shall be converted into capital by a 
stock dividend or used in any other manner per- 
mitted by State law to increase the capital of such 
bank to the amount required under (a): Pro- 
vided, however, That such bank may be excused 
in whole or in part from compliance with the 
terms of this paragraph if it increases its capital 
through the sale of additional stock: Provided 
further, That nothing herein contained shall be 
construed as requiring any such bank to violate 
any provision of State law, and in any case in 
which the requirements of this paragraph are in- 
consistent with the requirements of State law the 
requirements of this paragraph may be waived 
and the subject covered by a special condition of 
membership to be prescribed by the Federal Re- 
serve Board. 

Section II. APppLicATION FOR MEMBERSHIP 

Any eligible State bank or trust company may 
make application on F. R. B. Form 83a, made a 
part of this regulation, to the Federal Reserve 
Board for an amount of capital stock in the Fed- 
eral Reserve Bank of its district equal to 6 per 
cent of the paid-up capital stock and surplus of 
such State bank or trust company. This applica- 
tion must be forwarded direct to the Federal 
Reserve Agent of the district in ‘which the apply- 
ing gank or trust company is located and must be 
accompanied by Exhibits I, II, and III, referred 
to on page 1 of the application blank. 

Section III. ApprovaL or APPLICATION 

In passing upon an application the Federal Re- 
serve Board will consider especially— 

1. The financial condition of the applying bank 
or trust company and the general character of its 
management; 

2. Whether the corporate powers exercised by 
the applying bank or trust company are consistent 
with the purposes of the Federal Reserve Act; and 

Whether the laws of the State or district in 
which the applying bank or trust: company is lo- 
cated contain provisions likely to prevent proper 
compliance with the provisions of the Federal Re- 
serve Act and the regulations of the Federal 
Reserve Board made in conformity therewith. 

If, in the judgment of the Federal Reserve 
Board, an applying bank or trust company con- 
forms to all the requirements of the Federal Re- 
serve Act and these regulations, and is otherwise 
qualified for membership, the Board will issue a 
certificate of approval subject to such conditions 
as it may deem necessary to insure compliance 
with the act and these regulations. When the 
conditions imposed by the Board have been ac- 
cepted by the applying bank or trust company the 
Board will issue a certificate of approval, where- 
upon the applying bank or trust company shall 
make a payment to the Federal Reserve Bank of 
its district of one-half of the amount of its sub- 
scription, 1. e., 3 per cent of the amount of its 
paid-up capital and surplus, and upon receipt of 
this payment the appropriate certificate of stock 
will be issued by the Federal Reserve Bank. The 
remaining half of its subscription shall be subject 
to call when deemed necessary by the Federal 
Reserve Board. 

SecTIon IV. Powerrs AND RESTRICTIONS 

Every State bank or trust company while a 
member of the Federal Reserve System— 

1. Shall retain its full charter and statutory 
rights as a State bank or trust company, subject 
to the provisions of the Federal Reserve Act and 
to the regulations of the Federal Reserve Board; 

2. Shall maintain such improvements and 
changes in its banking practice as may have been 
specifically required of it by the Federal Reserve 
Board as a condition of its admission and shall not 
lower the standard of banking then required of it; 

3. Shall enjoy all the privileges and observe all 
those requirements of the Federal Reserve Act and 
of the regulations of the Federal Reserve Board 
made in conformity therewith which are applicable 
to State banks and trust companies which have 
become member banks; and 

4. Shall comply at all times with any and all 
conditions of membership prescribed by the Federal 

Reserve Board at the time of the admission of 
such member bank to the Federal Reserve System. 

SECTION V. EXAMINATIONS AND REPORTS 

Every State bank or trust company, while a 
member of the Federal Reserve System, shall be 
subject to examinations made by direction of the 
Federal Reserve Board or of the Federal Reserve 
Bank by examiners selected or approved by the 
Federal Reserve Board. 

In order to avoid duplication, examinations of 
State banks and trust companies made by State 
authorities will be accepted in lieu of examina- 
tions by examiners selected or approved by the 
Board wherever these are satisfactory to the direc- 
tors of the Federal Reserve Bank, and examiners 
from the staff of the Board or of the Federal 
Reserve Banks will, whenever desirable, be desig- 
nated by the Board to act with the examination 
staff of the State in order that uniformity in the 
standard of examination may be assured. 

Every State bank or trust company, while a 
member of the Federal Reserve System, shall be 
required to make in each year not less than three 
reports of condition on F. R. B. Form 105. Such 
reports shall be made to the Federal Reserve Bank 
of its district on call of such bank, on dates to be 
fixed by the Federal Reserve Board. They shall 
also make semiannual reports of earnings and divi- 
dends on F. R. B. Form. 107. As dividends may 
be declared from time to time, each State bank or 
trust company member shall also furnish to the 
Federal Reserve Bank of its district a special 
notification of dividend declared on F. R. B. Form 
107a. F. R. B. Forms 105, 107, and 107a are made 
a part of this regulation. 

REGULATION I 

INCREASE OR DECREASE OF CAPITAL 

STOCK OF FEDERAL RESERVE BANKS AND 
CANCELLATION OF OLD AND ISSUE OF 

NEW STOCK CERTIFICATES 

Section J. INCREASE OF CAPITAL STOCK 

(a) New national banks.—Each new national 
bank, while in process of organization (including 
each nonmember State bank converting into a 
national bank,* while in process of such conver- 
sion) shall file with the Federal Reserve Bank of 
its district an application to the Federal Reserve 
Board on F. R. B. Form 30 (or as to a non- 
member State bank converting into a national 
bank, on B. Form 30a), made a part of 
this regulation, for an amount of capital stock of 
the Federal Reserve Bank of its district equal to 
6 per cent of the paid-up capital stock and surplus 
of such new national bank. Such application shall 
be forwarded promptly to the Federal Reserve 
Board, and if it is found to be in proper form the 
Federal Reserve Board will grant its approval effec- 
tive if and when the Comptroller of the Currency 
issues to such bank his certificate of authority to 
commence business. If its application is approved, 
the applying bank shall thereupon make a payment 
to the Federal Reserve Bank of its district of one- 
half of the amount of its subscription, 1, e., 3 per 
cent of the amount of its paid-up capital and sur- 
plus; and upon receipt of this payment the Federal 
Reserve Bank will issue a receipt therefor, place 
the amount in a suspense account, and notify the 

* Whenever any State member bank is converted 
into a national bank under section 5154 of the 
Revised Statutes, as amended by section 8 of the 
Federal Reserve Act, it may continue to hold as a 
national bank its shares of Federal Reserve Bank 
stock previously held as a State bank, and need 
not file any application for Federal Reserve Bank 
stock, unless the aggregate amount of its capital 
and surplus is increased, in which event it should 
file an application for additional stock, as provided 
in Section I (c). The certificate of stock issued in 
the old name of the member bank, however, should 
be surrendered and canceled, and a new certifi- 
cate should be issued in lieu thereof, in the new 
name of the member bank, as provided in Section 
TAN 
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Federal Reserve Board that it has been received. 
When the Comptroller of the Currency issues to 
such applying bank his certificate of authority to 
commence business the Federal Reserve Bank shall 
issue a stock certificate to the applying bank, and 
the capital stock of the Federal Reserve Bank 
represented by such certificate shall be considered 
as issued as of the date upon which the Comptrol- 
ler of the Currency issues his certificate of author- 
ity to commence business. The remaining half of 
the subscription of the applying bank shall be 
subject to call when deemed necessary by the 
Federal Reserve Board. 

(b) State banks becoming members.—Any State 
bank or trust company desiring to become a mem- 
ber of the Federal Reserve System shall make 
application as provided in Regulation H, and when 
such application has been approved by the Federal 
Reserve Boafd and all requirements of Regulation 
H have been complied with the Federal Reserve 
Bank shall issue an appropriate certificate of stock 
as provided in Regulation H 

(c) Increase of capital or surplus by member 
banks.—Whenever any member bank shall increase 
the aggregate amount of its paid-up capital stock 
and surplus, it shall file with the Federal Reserve 
Bank of which it is a member an application on 
F. R. B. Form 56, made a part of this regulation, 
for an additional amount of the capital stock of 
the Federal Reserve Bank of its district equal to 
6 per cent of such increase. After such applica- 
tion has been approved by the Federal Reserve 
Agent and by the Federal Reserve Board, the 
applying member bank shall pay to the Federal 
Reserve Bank of its district one-half of the 
amount of its additional subscription, and when 
this amount has been paid the appropriate certifi- 
cate of stock shall be issued by the Federal 
Reserve Bank. The remaining half of such addi- 
tional subscription shall be subject to call when 
deemed necessary by the Federal Reserve Board. 

(d) Consolidation of member banks.—Whenever 
two or more member banks consolidate and such 
consolidation results “in the consolidated bank ac- 
quiring by operation of law * the Federal Reserve 
Bank stock owned by the other consolidating bank 
or banks, and which also results in the consoli- 
dated bank having an aggregate capital and sur- 
plus in excess of the aggregate capital and surplus 
of the consolidating member banks, such consoli- 
dated bank shall file an application for additional 
stock, as provided in Section I (c). 

(e) Certifying increases of Federal Reserve 
Bank stock.—Whenever the capital stock of any 
Federal Reserve Bank shall be increased the board 
of directors of such Federal Reserve Bank shall 

* Section 5 of the Federal Reserve Act provides 
that “Shares of the capital stock of Federal Re- 
serve Banks owned by member banks shall not be 
transferred or hypothecated.’’ This provision pre- 
vents a transfer of Federal Reserve Bank stock 
by purchase, but does not prevent a transfer by 
operation of law. When there is a merger of 
member banks involving the liquidation of one of 
such banks and the purchasing of the assets of the 
liquidating bank by the bank continuing in ev- 
istence, it is necessary for the liquidating bank to 
surrender its Federal Reserve Bank stock and for 
the purchasing bank to apply for new stock. On 
the other hand, if member banks consolidate, under 
a statute which does not require the liquidation of 
any of the consolidating banks, and the assets and 
obligations of the consolidating banks are trans- 
ferred to the consolidated bank by operation of 
law, the consolidated bank becomes the owner of 
the Federal Reserve Bank stock of the consolidat- 
ing banks as soon as the consolidation takes effect 
and such stock technically need not be surrendered. 
The certificates of stock issued in the names of 
the consolidating banks, however, should be sur- 
rendered and canceled, and a new certificate should 
be issued in lieu thereof, in the new name of the 
consolidated bank, as provided in Section III. A 
consolidation of national banks under the Act of 
Congress entitled ‘An Act to provide for the con- 
solidation of national banking associations,’ ap- 
proved November 7, 1918, meets all of these con- 
ditions. 

certify such increase to the Comptroller of the 
Currency on F. R. B. Form 58, which is made a 
part of this regulation. Such certifications shall 
be made quarterly as of the last days of Decem- 
ber, March, June, and September of each year. 
A duplicate copy of each certificate shall be for- 
warded to the Federal Reserve Board. 

Section If. DrcrEASE oF CAPITAL STOCK 

(a) Reduction of capital by member bank.— 
Whenever a member bank reduces the amount of 
its paid-up capital stock and, in the case of reduc- 
tion of the paid-up capital of a national bank, 
such reduction has been approved by the Comptrol- 
ler of the Currency and by the Federal Reserve 
Board in accordance with the provisions of section 
28 of the Federal Reserve Act, it shall file with the 
Federal Reserve Bank of which it is a member 
an application for the surrender and cancellation 
of stock on F. R. B. Form 60, which is made a 
part of this regulation. When this application has 
been approved by the Federal Reserve Agent and 
the Federal Reserve Board, the Federal Reserve 
Bank shall accept and cancel the stock which the 
applying bank is entitled to surrender and _ shall 
refund to the member bank the proportionate 
amount due such bank on account of the stock 
canceled. 

(b) Insolvency of member bank.—Whenever a 
member bank shall be declared insolvent and a 
receiver appointed by the proper authorities, such 
receiver shall, within six months from the date of 
his appointment, file with the Federal Reserve 
Bank of which the insolvent bank is a member 
an application on F. R. B. Form 87, which is made 
a part of this regulation, for the surrender and 
cancellation of the stock held by such insolvent 
member bank, and for the refund of all balances 
due to it. If the receiver shall fail to make such 
application within the time specified, the Federal 
Reserve Agent shall report the facts to the Federal 
Reserve Board with a recommendation as to the 
action to be taken, whereupon the Federal Reserve 
Board will either issue an order to cancel such 
stock or, if the circumstances warrant it, grant 
the receiver additional time in which to file such 
an application. Upon approval of such an applica- 
tion by the Federal Reserve Agent and the Federal 
Reserve Board, or upon the issuance of such an 
order by the Federal Reserve Board, the Federal 
Reserve Bank shall cancel such stock and _ shall 
adjust accounts between the member bank and the 
Federal Reserve Bank by applying to any indebt- 
edness of the insolvent member bank to such Fed- 
eral Reserve Bank all cash-paid subscriptions made 
by it on the stock canceled with one-half of one 
per cent per month from the period of last divi- 
dend, if earned, not to exceed the book value 
thereof, and the balance, if any, shall be paid to 
the duly authorized receiver of such insolvent 
member bank. 

(c) Voluntary liquidation of member bank.— 
Whenever a member bank goes into voluntary 
liquidation and a liquidating agent is appointed, 
such agent shall, within six months from the date 
of his appointment, file with the Federal Reserve 
Bank of which the epeahne bank is a member 
an application on F. . Form 86, if a national 
bank, and ond F. R. B. Form 143, if a State bank, 
which forms are made a part of this regulation, 
for the surrender’ and cancellation of the stock 
held by it and for the refund of all balances due 
to such liquidating member bank. If the liqui- 
dating agent shall fail to make such application 
within the time specified, the Federal Reserve 
Agent shall report the facts to the Federal Reserve 
Board with a recommendation as to the action to 
be taken, whereupon the Federal Reserve Board 
will either issue an order to cancel such stock, or, 
if the circumstances warrant it, grant the liqui- 
dating agent additional time in which to file such 
an application. Upon approval of such an applica- 
tion by the Federal Reserve Agent and the Federal 
Reserve Board, or upon the issuance of such an 
order by the Federal Reserve Board, the Federal 
Reserve Bank shall cancel such stock and _ shall 
adjust accounts between the liquidating member 
bank and the Federal Reserve Bank by applying 
to the indebtedness of the liquidating member bank 
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to such Federal Reserve Bank all cash-paid sub- 
scriptions made by it on the stock canceled with 
one-half of one per cent per month from the 
period of last dividend, if earned, not to exceed 
the book value thereof, and the balance, if any, 
shall be paid to the duly authorized liquidating 
agent of such liquidating member bank. 

(d) Consolidation of member banks.—Whenever 
there is a consolidation of two or more member 
banks which results in the consolidated bank acquir- 
ing by operation of law (see note 2 on p. 25) the 
Federal Reserve Bank stock owned by the other 
consolidating banks, and which also results in the 
consolidated bank having a paid-up capital less 
than the aggregate paid-up capital of the consoli- 
dating member banks, the consolidated bank shall 
file with the Federal Reserve Bank of which it is 
a member an application for the surrender and 
cancellation of stock on F. R. B. Form 60a, which 
is made a part of this regulation. Upon the ap- 
proval of this application by the Federal Reserve 
Agent and the Federal Reserve Board, the Federal 
Reserve Bank shall accept and cancel the stock 
which the applying bank is entitled to surrender, 
and shall refund to the applying bank the propor- 
tionate amount due such bank on account of the 
stock canceled. 

(e) Certifying reductions of Federal Reserve 
Bank Stock.—All reductions of the capital stock 
of a Federal Reserve Bank shall, in accordance 
with the provisions of section 6 of the Federal 
Reserve Act, be certified to the Comptroller of 
the Currency by the board of directors of such 
Federal Reserve Bank on F. R. B. Form 59, which 
is made a part of this regulation. Such certifi- 
cations shall be made quarterly as of the last days 
of December, March, June, and September of each 
year. A duplicate copy of each certificate shall 
be forwarded to the Federal Reserve Board. 

Section III. CANCELLATION OF OLD AND ISSUE OF 
New Stock CERTIFICATES 

Whenever a member bank changes its name or, 
by consolidation with another member bank ac- 
quires by operation of law (see note 2 on page 25) 
the Federal Reserve Bank stock previously held 
by such other member bank, it shall surrender 
to the Federal Reserve Bank the certificate of 
Federal Reserve bank stock which was issued to 
it under its old name, or which was issued to such 
other member bank. The certificate so surrendered 
shall be indorsed by the member bank surrendering 
it or by the member bank to which it was origi- 
nally issued and shall be accompanied by proper 
proof of the change of name or consolidation. 
Upon receipt of such certificate of stock so in- 
dorsed, together with such proof, the Federal 
Reserve Bank shall cancel the certificate so sur- 
rendered and shall issue in lieu thereof to and in 
the name of the member bank surrendering it a 
new certificate for the number of shares repre- 
sented by the certificate so surrendered, or if the 
member bank is entitled to surrender some of the 
stock which is represented by the surrendered cer- 
tificate, and an application for the surrender and 
cancellation of such stock is at the same time made 
in accordance with this regulation, the new cer- 
tificate shall be for the number of shares repre- 
sented by the surrendered certificate less the num- 
ber of shares canceled pursuant to such applica- 
tion. All cases where certificates of stock are 
surrendered and new certificates issued in lieu 
thereof and in a different name shall be reported 
to the Federal Reserve Board by the Federal 
Reserve Agent. 

REGULATION J 

CHECK CLEARING AND COLLECTION. 

Section I. StTatuTory PROVISIONS 

Section 16 of the Federal Reserve Act author- 
izes the Federal Reserve Board to require each 
Federal Reserve Bank to exercise the functions 
of a clearing house for its member banks, and 
section 13 of the Federal Reserve Act, as amended 
by the act approved June 21, 1917, authorizes each 
Federal Reserve Bank to receive from any non- 
member bank or trust company, solely for the 
purposes of exchange or of collection. deposits 
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of current funds in lawful money, national-bank 
notes, Federal reserve notes, checks and drafts 
payable upon presentation, or maturing notes and 
bills, provided such nonmember bank or trust com- 
pany maintains with its Federal Reserve Bank a 
balance sufficient to offset the items in transit held 
for its account by the Federal Reserve Bank. 

SecTion II. GENERAL REQUIREMENTS 

In pursuance of the authority vested in it under 
these provisions of law, the Federal Reserve Board, 
desiring to afford both to the public and to the 
various banks of the country a direct, expeditious, 
and economical system of check collection and 
settlement of balances, has arranged to have each 
Federal Reserve Bank exercise the functions of a 
clearing house for such of its member banks as 
desire to avail themselves of its privileges and 
such nonmember State banks and trust companies 
aS may maintain with the Federal Reserve Bank 
balances sufficient to qualify them under the pro- 
visions of section 13 to send items to Federal 
Reserve Banks for purposes of exchange or of 
collection. Such nonmember State banks and trust 
companies will hereinafter be referred to as non- 
member clearing banks. 

Each Federal Reserve Bank shall exercise the 
functions of a clearing house under the general 
terms and conditions hereinafter set forth. 
Section III. CHEcKs RECEIVED FOR COLLECTION 

(a) Each Federal Reserve Bank will receive at 
par from its member banks and from nonmember 
clearing banks in its district, checks! drawn on all 
member and nonmember clearing banks and on all 
other nonmember banks which agree to remit at 
par in acceptable funds through the Federal Re- 
serve Bank of their district. 

(b) Each Federal Reserve Bank will receive at 
par from other Federal Reserve Banks, and from 
all member and nonmember clearing banks in other 
Federal Reserve Districts authorized to route direct 
for the credit of their accounts with their respec- 
tive Federal Reserve Banks, checks drawn upon 
all member and nonmember clearing banks of its 
district and upon all other nonmember banks of 
its district which agree to remit at par in accept- 
able funds. 

(c) No Federal Reserve Bank shall receive on 
deposit or for collection any check drawn on any 
nonmember bank which refuses to remit at par in 
acceptable funds. 

(d) Whenever a Federal Reserve Bank receives 
on deposit or for collection a check drawn by, 
indorsed by, or emanating from, any nonmember 
bank which refuses to remit at par in acceptable 
funds, it shall make a charge for the service of 
collecting such check of one-tenth of one per cent, 
the minimum charge to be 10 cents for each item. 

Section IV. Time SCHEDULE AND AVAILABILITY 
OF CREDITS 

Each Federal Reserve Bank will publish a time 
schedule showing the time at which any item sent 
to it will be counted as reserve and become avail- 
able to meet checks drawn. For all checks re- 
ceived, the, sending bank will be given immediate 
credit, or deferred credit, in accordance with such 
time schedule, and as provided below. 

For all such checks as are received for immedi- 
ate credit in accordance with such time schedule, 
immediate credit, subject to final payment, will be 
given upon the books of the Federal Reserve Bank 
at full face value in the reserve account or clear- 
ing account upon day of receipt, and the proceeds 
will at once be counted as reserve and become 
available to meet checks drawn. 

For all such checks as are received for deferred 
credit in accordance with such time schedule, de- 
ferred credit, subject to final payment, will be 
entered upon the books of the Federal Reserve 
Bank at full face value, but the proceeds will not 
be counted as reserve nor become available to 

1 A check is generally defined as a draft or order 
upon a bank or banking house, purporting to be 
drawn upon a deposit of funds, for the payment 
at all events of a certain sum of money to a 
certain person therein named, or to him or his 
order, or to bearer, and payable on demand. 
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meet checks drawn until such time as may be 
specified in such time schedule, at which time 
credit will be transferred from the deferred ac- 
count to the reserve account or clearing account 
and will then be counted as reserve and become 
available to meet checks drawn. 

Section V. MANNER OF COLLECTION 

The Federal Reserve Board hereby authorizes, 
and each member and nonmember clearing bank 
will be required to authorize, the Federal Banks 
to handle checks received on deposit or for collec- 
tion as follows: 

(1) A Federal Reserve Bank will act as agent 
only and will assume no liability except for its 
own negligence and its guaranty of prior indorse- 
ments. 

(2) A Federal Reserve Bank: is authorized to 
present or send checks for payment in cash or 
exchange draft direct to the bank on which they 
are drawn or at which they are payable, or to 
forward them to any suitably selected subagent 
with authority to present or send them for pay- 
ment in cash or exchange draft direct to the bank 
on which they are drawn or at which they are 
payable. 

(3) Checks received by a Federal Reserve Bank 
on its member or nonmember clearing banks will 
be forwarded or presented direct to such banks, 
and such banks will be required to remit therefor 
at par in funds acceptable to the Federal Reserve 
Bank, or to authorize the Federal Reserve Bank 
to charge their reserve accounts or clearing ac- 
counts; provided, however, that in case such re- 
mittance or authorization is not received by the 
Federal Reserve Bank from any such bank at the 
expiration of the agreed transit time between the 
Federal Reserve Bank and such bank, the Federal 
Reserve Bank reserves the right to charge such 
items to the reserve account or clearing account of 
such bank at the expiration of such time. 

(4) Checks received by a Federal Reserve Bank 
payable in other districts will be forwarded to the 
Federal Reserve Bank of the district in which such 
items are payable. 

(5) A Federal Reserve Bank will charge back 
the amount of any check for which payment either 
in cash or in the proceeds of an exchange draft 
has not actually been received, regardless of 
whether or not the check itself can be returned. 

Section VI. PENALTIES FOR DEFICIENCIES IN 
RESERVES 

(a) Statutory provisions.—Section 
Federal Reserve Act provides that— 

The required balance carried by a member bank 
with a Federal Reserve Bank may, under the 
regulations and subject to such penalties as may 
be prescribed by the Federal Reserve Board, be 
checked against and withdrawn by such member 
bank for the purpose of meeting existing liabilities: 
Provided, however, That no bank shall at any 
time make new loans or shall pay any dividends 
unless and until the total balance required by law 
is fully restored. 

(b) Computation of reserves.—Items can not be 
counted as part of the minimum reserve balance 
to be carried by a member bank with its Federal 
Reserve Bank until such time as may be specified 
in the appropriate time schedule referred to in 
Section IV. a member bank draw against 
items before such time, the draft will be charged 
against its reserve balance if such balance be suff- 
cient in amount to pay it; but any resulting im- 
pairment of reserve balances will be subject to all 
the penalties provided by the Act. 

(c) Basic penalty.—Inasmuch as it is essential 
that the law in respect to the maintenance by 
member banks of the required minimum reserve 
balance shall be strictly complied with, the Federal 
Reserve Board, under authority vested in it by 
section 19 of the Federal Reserve Act, hereby 
prescribes a basic penalty for deficiencies in re- 
serves according to the following rules: 

1. Deficiencies in reserve balances of member 
banks in central reserve and reserve cities will be 
computed on the basis of average daily net deposit 
balances covering a weekly period of seven days. 
Deficiencies in reserve balances of other member 
banks will be computed on the basis of average 
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daily net deposit balances covering a semimonthly 
period. 

2. Penalties for deficiencies in reserves will be 
assessed monthly on the basis of average daily 
deficiencies during each of the reserve computa- 
tion periods ending in the preceding month. 

3. A basic rate of 2 per cent per annum above 
the Federal Reserve Bank discount rate on 90-day 
commercial paper will be assessed as a penalty on 
deficiencies in reserves of member banks. 

(d) Progressive penalty.—The Federal Reserve 
Board will also prescribe for any Federal Reserve 
District, upon the application of the Federal Re- 
serve Bank of that district, an additional progres- 
sive penalty for continued deficiencies in reserves, 
in accordance with the following rules: 

1. When a member bank in a central reserve or 
reserve city has had an average deficiency in re- 
serves for six consecutive weekly periods, a progres- 
sive penalty, increasing at the rate of one-fourth of 
one per cent for each week thereafter during which 
the average reserve balance is deficient, will be 
assessed on weekly deficiencies until the required 
reserve has been restored and maintained for four 
consecutive weekly periods, provided that the maxi- 
mum penalty charged will not exceed 10 per cent. 

2. When a member bank outside of a central 
reserve or reserve city has had an average defi- 
ciency in reserves for three consecutive semi- 
monthly periods, a progressive penalty, increasing 
at the rate of one-half of one per cent for each 
half month thereafter during which the average 
reserve balance is deficient, will be assessed on 
semimonthly deficiencies until the required reserve 
has been restored and maintained for two con- 
secutive semimonthly periods, provided that the 
maximum penalty charged will not exceed 10 per 
cent. 

Section VII. OTHER RULES AND REGULATIONS 

Any further requirements that the Board may 
deem necessary will be set forth by the Federal 
Reserve Banks in their letters of instruction to 
their member and nonmember clearing banks. Each 
Federal Reserve Bank will also promulgate rules 
and regulations governing the details of its opera- 
tions as a clearing house, such rules and regula- 
tions to be binding upon all member and non- 
member banks which are clearing through the 
Federal Reserve Bank. 

REGULATION K 

BANKING CORPORATIONS AUTHORIZED 

TO DO FOREIGN BANKING BUSINESS 
UNDER THE TERMS OF SECTION 25 (a) 

OF THE FEDERAL RESERVE ACT. 

TI. ORGANIZATION 

Any number of natural persons, not less in any 
case than five, may form a Corporation * under 
the provisions of section 25 (a) for the purpose 
of engaging in international or foreign banking or 
other international or foreign financial operations 
or in banking or other financial operations in a 
dependency or insular possession of the United 
States either directly or through the agency, own- 
ership, or control of local institutions in foreign 
countries or in such dependences or insular pos- 
sessions. 

II. ARTICLES OF ASSOCIATION 

Any persons desiring to organize a corporation 
for any of the purposes defined in section 25 (a) 
shall enter into articles of association (see F. R. B. 
Form 151 which is suggested as a satisfactory form 
of articles of association) which shall specify in 
general terms the objects for which the Corpora- 
tion is formed, and may contain any other pro- 
visions not inconsistent with law which the Corpo- 
ration may see fit to adopt for the regulation of 
its business and the conduct of its affairs. The 
articles of association shall be signed by each per- 
_—_ 

* Whenever these regulations refer to a Corpora- 
tion spelled with a capital C, they relate to a cor- 
poration organized under section 25 (a) of the 
Federal Reserve Act. 
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son intending to participate in the organization of 
the Corporation and when signed shall be for- 
warded to the Federal Reserve Board in whose 
office they shall be filed. 

III. ORGANIZATION CERTIFICATE 

All of the persons signing the articles of associ- 
ation shall under their hands make an organization 
certificate on F. R. B. Form 152, which is made a 
part of this regulation, and which shall state speci- 
fically: 

First. The name assumed by the Corporation. 
Second. The place or places where its opera- 

tions are to be carried on. 
Third. The place in the United States where its 

home office is to be located. 
Fourth. The amount of its capital stock and the 

number of shares into which it shall be divided. 
Fifth. The names and places of business or resi- 

dences of persons executing the organization certi- 
ficate and the number of shares to which each has 
subscribed. 

Sixth. The fact that the certificate is made to 
enable the persons subscribing the same and _ all 
other persons, firms, companies, and corporations 
who or which may thereafter subscribe to or pur- 
chase shares of the capital stock of such Corpora- 
tion to avail themselves of the advantages of this 
section. 

The persons signing the organization certificate 
shall acknowledge the execution thereof before a 
judge of some court or notary public who shall 
certify thereto under the seal of such court or 
notary. Thereafter the certificate shall be for- 
warded to the Federal Reserve Board to be filed 
in its office. 

LVie (DITLE 

Inasmuch as the name of the Corporation is 
subject to the approval of the Federal Reserve 
Board, a preliminary application for that approval 
should be filed with the Federal Reserve Board 
on F. R. B. Form 150, which is made a part of 
this regulation. This application should state 
merely that the organization of a Corporation 
under the proposed name is contemplated and 
may request the approval of that name and its 
reservation for a period of 30 days. No Corpora- 
tion which issues its own bonds, debentures, or 
other such obligations will be permitted to have 
the; word bank) as, ‘ab part .ol its. tithe) aelvo 
Corporation which has the word ‘‘Federal’’ in its 
title will be permitted also to have the word 
“bank” a part of its title. So far as possible the 
title of the Corporation should indicate the nature 
or reason of the business contemplated and should 
in no case resemble the name of any other corpora- 
tion to the extent that it might result in mis- 
leading or deceiving the public as to its identity, 
purpose, connection, or affiliations. 

V. AUTHORITY TO COMMENCE BUSINESS 

After the articles of association and organization 
certificate have been made and filed with the Fed- 
eral Reserve Board, and after they have been 
approved by the Federal Reserve Board and a 
preliminary permit to begin business has been 
issued by the Federal Reserve Board, the associa- 
tion shall become and be a body corporate, but 
none of its powers except such as are incidental 
and preliminary to its organization shall be exer- 
cised until it has been formally authorized by the 
Federal Reserve Board by a final permit generally 
to commence business. 

Before the Federal Reserve Board will issue its 
final permit to commence business, the president 
or cashier, together with at least three of the 
directors, must certify (a) that each director 
elected is a citizen of the United States; (b) that 
a majority of the shares of stock is owned by 
citizens of the United States, by corporations the 
controlling interest in which is owned by citizens 
of the United States, chartered under the laws of 
the United States, or by firms or companies the 
controlling interest in which is owned by citizens 
of the United States; and (c) that of the author- 
ized capital stock specified in the articles of associ- 
ation at least 25 per cent has been paid in in cash 
and that each shareholder has individually paid 
in in cash at least 25 per cent of his stock sub- 
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scription. Thereafter the cashier shall certify to 
the payment of the remaining installments as and 
when each is paid in, in accordance with law. 

Vi. CaApiTaAL Stock 

No Corporation may be organized under the 
terms of section 25 (a) with a capital stock of 
less than $2,000,000. ‘The par value of each share 
of stock shall be specified in the articles of associa- 
tion, and no Corporation will be permitted to issue 
stock of no par value. If there is more than one 
class of stock, the name and amount of each class 
and the obligations, rights, and privileges attaching 
thereto shall be set forth fully in the articles of 
association. Each class of stock shall be so named 
as to indicate to the investor as nearly as possible 
what is its character and to put him on notice of 
any unusual attributes. 

VII. TRANSFERS oF STOCK 
Section 25 (a) provides in part that— 

majority of the shares of capital stock of 
any such corporation shall at all times be held 
and owned by the citizens of the United States, by 
corporations the controlling interest in which is 
owned by citizens of the United States, chartered 
under the laws of the United States or of a State 
of the United States, or by firms or companies the 
controlling interest in which is owned by citizens 
of the United States. 

In order to insure compliance at all times with 
the requirements of this provision after the organi- 
zation of the Corporation, shares of stock shall be 
issuable and transferable only on the books of the 
Corporation. Every application for the issue or 
transfer of stock shall be accompanied by an aff- 
davit of the party to whom it is desired to issue 
or transfer stock, or by his or its duly authorized 
agent, stating— 

In the case of an individual.—(a) Whether he 
is or is not a citizen of the United States and if 
a citizen of the United States, whether he is a 
natural born ctizen or a citizen by naturalization, 
and if naturalized, whether he remains for any 
purpose in the allegiance of any foreign sovereign 
or state; (b) Whether there is or is not any 
arrangement under which he is to hold the shares 
or any of the shares which he desires to have 
issued or transferred to him, in trust for or in 
any way under the control of any foreign state 
or any foreigner, foreign corporation, or any cor- 
poration under foreign control, and if so, the 
nature thereof. 

In the case of a corporation.—(a) Whether such 
corporation is or is not chartered under the laws 
of the United States or of a State of the United 
States. If it is not, no further declaration is 
necessary, but if it is, it must also be stated (>) 
whether the controlling interest in such corporation 
is or is not owned by citizens of the United States, 
and (c) whether there is or is not any arrangement 
under which such corporation will hold the shares 
or any of the shares if issued or transferred to 
such corporation, in trust for or in any way under 
the control of any foreign state or any foreigner 
or foreign corporation or any corporation under 
foreign control, and if so, the nature thereof. 

In the case of a firm or company.—(a) Whether 
the controlling interest in such firm or company 
is or is not owned by citizens of the United States 
and, if so, (b) whether there is or is not any 
arrangement under which such firm or company 
will hold the shares or any of the shares if issued 
or transferred to such firm or company in trust 
for or in any way under the control of any foreign 
state or any foreigner or foreign corporation or 
any corporation under foreign control and if so, 
the nature thereof. 

The board of directors of the Corporation, 
whether acting directly or through an agent, may, 
before making any issue or transfer of stock, 
require such further evidence as in their discretion 
they may think necessary in order to determine 
whether or not the issue or transfer of the stock 
would result in a violation of the law. No issue 
or transfer of stock which would cause 50 per cent 
or more of the total amount of stock issued or 
outstanding to be held contrary to the provisions 
of the law, or these regulations shall be made upon 
the books of the Corporation. The decision of the 
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board of directors in each case shall be final and 
conclusive and not subject to any question by any 
person, firm, or corporation on any ground what- 
soever. 

If at any time by reason of the fact that the 
holder of any shares of the Corporation ceases to 
be a citizen of the United States, or, in the 
opinion of the board of directors, becomes subject 
to the control of any foreign state or foreigner or 
foreign corporation or corporation under foreign 
control, 50 per cent or more of the total amount of 
capital stock issued or outstanding is held contrary 
to the provisions of the law or these regulations, 
the board of directors may, when apprised of that 
fact, forthwith serve on the holder of the shares in 
question a notice in writing requiring such holder 
within two months to transfer such shares to a 
citizen of the United States, or to a firm, company, 
or corporation, approved by the board of directors 
as an eligible stockholder. When such notice has 
been given by the board of directors the shares of 
stock so held shall cease to confer any vote until 
they have been transferred as required above and 
if on the expiration of two months after such 
notice the shares shall not have been so trans- 
ferred, the shares shall be forfeited to the Cor- 
poration. 

The board of directors shall prescribe in the 
by-laws of the Corporation appropriate regulations 
for the registration of the shares of stock in 
accordance with the terms of the law and these 
regulations. The by-laws must also provide that 
the certificates of stock issued by the Corporation 
shall contain provisions sufficient to put the holder 
on notice of the terms of the law and the regula- 
tions of the Federal Reserve Board defining the 
limitations upon the rights of transfer. 

VIII. OprerATIONS IN THE UNITED STATES 

No Corporation shall carry on any part of its 
‘business in the United States except such as shall 
be incidental to its international or foreign busi- 
ness. Agencies may be establshed in the United 
States with the approval of the Federal Reserve 
Board for specific purposes, but not generally to 
carry on the business of the Corporation. 

IX. INVESTMENTS IN THE STOCK OF OTHER 
CORPORATIONS 

It is contemplated by the law that a Corporation 
shall conduct its business abroad either directly or 
indirectly through the ownership or control of 
corporations, and it is accordingly provided that 
a Corporation may invest in the stock, or other 
certificates of ownership, of any other corporation 
organized— 

(a) Under the provisions of section 25 (a) 
of the Federal Reserve Act; 

(b) Under the laws of any foreign country or 
a colony or dependency thereof; 

(c) Under the laws of any State, dependency, 
- or insular possession of the United 

States; 

provided, first, that such other corporation is not 
engaged in the general business of buying or sell- 
ing goods, wares, merchandise, or commodities in 
the United States; and second, that it is not trans- 
acting any business in the United States except 
such as is incidental to its international or foreign 
business. 

Except with the approval of the Federal Reserve 
Board, no Corporation shall invest an amount in 
excess of 15 per cent of its capital and surplus 
in the stock of any corporation engaged in the 
business of banking, or an amount in excess of 10 
per cent of its capital and surplus in the stock 
of any other corporation. 

No Corporation shall purchase any stock in any 
other corporation organized under the terms of 
section 25 (a) or under the laws of any State, 
which is in substantial competition therewith, or 
which holds stock or certificates of ownership in 
corporations which are in substantial competition 
with the purchasing Corporation. This restriction, 
however, does not apply to corporations organized 
under foreign laws. 

X. BRANCHES 
No Corporation shall establish any branches 

except with the approval of the Federal Reserve 
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Board, and in no case shall any branch be estab- 
lished in the United States. 

XI. Issur or DEBENTURES, BONDS, AND 
Promissory NOTES 

Approval of the Federal Reserve Board.—No 
Corporation shall make any public or private issue 
of its debentures, bonds, notes, or other such obli- 
gations without the approval of the Federal Re- 
serve Board, but this restriction shall not apply to 
notes issued by the Corporation in borrowing from 
banks or bankers for temporary purposes not to 
exceed one year. The approval of the Federal 
Reserve Board will be based solely upon the right 
of the Corporation to make the issue under the 
terms of this regulation and shall not be under- 
stood in any way to imply that the Federal Reserve 
Board has approved or passed upon the merits of 
such obligations as an investment. The Federal 
Reserve Board will consider the general character 
and scope of the business of the Corporation in 
determining the amount of debentures, bonds, 
notes, or other such obligations of the Corporation 
which may be issued by it. 

Application.—Every application for the approval 
of any such issue by a Corporation shall be ac- 
companied by (1) a statement of the condition of 
the Corporation in such form and as of such date 
as the Federal Reserve Board may require; (2) a 
detailed list of the securities by which it is pro- 
posed to secure such issue, stating their maturities, 
indorsements, guaranties, or collateral, if any, and 
in general terms the nature of the transactions 
upon which they were based; and (3) such other 
data as the Federal Reserve Board may from time 
to time require. 
Advertisements.—No circular, letter, or other 

document advertising the issue of the obligations 
of a Corporation shall state or contain any refer- 
ence to the fact that the Federal Reserve Board 
has granted its approval of the issue to which the 
advertisement relates. This requirement will be 
enforced strictly in order that there may be no 
possibility of the public’s misconstruing such a 
reference to be an approval by the Federal Re- 
serve Board of the merits or desirability of the 
obligations as an investment. 

XII. SALE oF FoREIGN SECURITIES. 

Approval of the Federal Reserve Board.—No 
Corporation shall offer for sale any foreign securi- 
ties with its indorsement or guaranty, except with 
the approval of the Federal Reserve Board, but 
such approval will be based solely upon the right 
of the Corporation to make such a sale under the 
terms of this regulation and shall not be under- 
stood in any way to imply that the Federal Reserve 
Board has approved or passed upon the merits of 
such securities as an investment. 
Application.—Every application for the approval 

of such sale shall be accompanied by a statement 
of the character and amount of the securities pro- 
posed to be sold, their indorsements, guaranties, 
or collateral, if any, and such other data as the 
Federal Reserve Board may from time to time 
require. 
Advertisements.—No circular, letter, or other 

document advertising the sale of foreign securi- 
ties by a Corporation with its indorsement or guar- 
anty shall state or contain any reference to the 
fact that the Federal Reserve Board has granted 
its approval of the sale of the securities to which 
the advertisement relates. 

XIII. ACcEPTANCES. 

Kinds.—Any Corporation may accept (1) drafts 
and bills of exchange drawn upon it which grow 
out of transactions involving the importation or 
exportation of goods, and (2) drafts and bills of 
exchange which are drawn by banks or bankers. 
located in foreign countries or dependencies or 
insular possessions of the United States for the 
purpose of furnishing dollar exchange as required 
by the usages of trade in such countries, depen- 
dencies, and possessions, provided, however, that, 
except with the approval of the Federal Reserve 
Board and subject to such limitations as it may 
prescribe, no Corporation shall exercise its power 
to accept drafts or bills of exchange if at the time 
such drafts or bills are presented for acceptance 
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it has outstanding any debentures, bonds, notes, 
or other such obligations issued by it. 

Maturity.—Except with the approval of the Fed- 
eral Reserve Board, no Corporation shall accept 
any draft or bill of exchange which grows out of 
a transaction involving the importation or expor- 
tation of goods with a maturity in excess of six 
months, or shall accept any draft or bill of ex- 
change drawn for the purpose of furnishing dollar 
exchange with a.maturity in excess of three 
months. 

Limitations.—(1) Individual drawers: No ac- 
‘ceptances shall be made for the account of any one 
drawer in an amount aggregating at any time in 
excess of 10 per cent of the subscribed capital and 
surplus of the Corporation, unless the transaction 
be fully secured or represents an exportation or 
importation of commodities and is guaranteed by 
a bank or banker of undoubted solvency. (2) 
Aggregates: Whenever the aggregate of accept- 
ances outstanding at any time (a) exceeds the 
amount of the subscribed capital and surplus, 50 
per cent of all the acceptances in excess of the 
amount shall be fully secured; or (b) exceeds 
twice the amount of the subscribed capital and 
surplus, all the acceptances outstanding in excess 
of such amount shall be fully secured. (The Cor- 
poration shall elect whichever requirement (a) or 
(b) calls for the smaller amount of secured ac- 
ceptances.) In no event shall any Corporation 
have outstanding at any one time acceptances 
drawn for the purpose of furnishing dollar ex- 
change in an amount aggregating more than 50 
per cent of its subscribed capital and surplus. 

Reserves.—Against all acceptances outstanding 
which mature in 30 days or less a reserve of at 
least 15 per cent shall be maintained, and against 
all acceptances outstanding which mature in more 
than 30 days a reserve of at least 3 per cent shall 
tbe maintained. Reserves against acceptances must 
be in liquid assets of any or all of the following 
kinds, (1) cash; (2) balances with other banks; 
(3) bankers’ acceptances; and (4) such securities 
‘as the Federal Reserve Board may from time to 
time permit. 

XIV. Deposits. 

In the United States.—No Corporation shall re- 
ceive in the United States any deposits except 
such as are incidental to or for the purpose of 
carrying out transactions in foreign countries or 
dependencies of the United States where the Cor- 
poration has established agencies, branches, cor- 
respondents, or where it operates through the own- 
ership or control of subsidiary corporations. De- 
posits of this character may be made by individ- 
uals, &rms, banks, or other corporations, whether 
foreign or domestic, and may be time deposits or 
on demand. 

Outside the United States.—Outside the United 
States a Corporation may receive deposits of any 
kind from individuals, firms, banks, or other cor- 
porations, provided, however, that if such corpora- 
tion has any of its bonds, debentures, or other 
such obligations outstanding it may receive abroad 
only such deposits as are incidental to the con- 
duct of its exchange, discount, or loan operations. 

Reserves.—Against all deposits received in the 
United States a reserve of not less than 13 per 
cent must be maintained. This reserve may con- 
sist of cash in vault, a balance with the Federal 
Reserve Bank of the district in which the head 
office of the Corporation is located, or a balance 
with any member bank. Against all deposits re- 
ceived abroad the Corporation shall maintain such 
reserves aS may be required by local laws and by 
the dictates of sound business judgment and bank- 
ing principles. 

XV. GENERAL LIMITATIONS AND RESTRICTIONS. 

Liabilities of one borrower.—The total liabilities 
to a Corporation of any person, company, firm, or 
‘corporation for money borrowed, including in the 
liabilities of a company or firm the liabilities of 
‘the several members thereof, shall at no time ex- 
‘ceed 10 per cent of the amount of its subscribed 
capital and surplus, except with the approval of 
the Federal Reserve Board: Provided, however, 
‘That the discount of bills of exchange drawn in 
ood faith against actually existing values and the 

discount of commercial or business paper actually 
owned by the person negotiating the same shall not 
be considered as money borrowed within the mean- 
ing of this paragraph. The liability of a customer 
on account of an acceptance made by the Corpora- 
tion for his account is not a liability for money 
borrowed within the meaning of this paragraph 
unless and until he fails to place the Corporation 
in funds to cover the payment of the acceptance 
at maturity or unless the Corporation itself holds 
the acceptance. 

Aggregate liabilities of the Corporation.—The 
aggregate of the Corporation’s liabilities outstand- 
ing on account of acceptances, average domestic 
and foreign deposits, debentures, bonds, notes, 
guaranties, indorsements, and other such obliga- 
tions shall not exceed at any one time ten times 
the amount of the Corporation’s subscribed capital 
and surplus except with the approval of the Fed- 
eral Reserve Board. In determining the amount 
of the liabilities within the meaning of this para- 
graph, indorsements of bills of exchange having 
not more than six months to run, drawn and ac- 
cepted by others than the Corporation, shall not 
be included. 

Operations abroad.—Except as otherwise pro- 
vided in the law and these regulations, a Corpora- 
tion may exercise abroad not only the powers spe- 
cifically set forth in the law but also such inci- 
dental powers as may be usual in the determina- 
tion of the Federal Reserve Board in connection 
with the transaction of the business of banking or 
other financial operations in the countries in which 
it shall transact business. In the exercise of any 
of these powers abroad a Corporation must be 
guided by the laws of the country in which it is 
operating and by sound business judgment and 
banking principles. 

XVI. MANAGEMENT. 

The directors, officers, or employees of a Cor- 
poration shall exercise their rights and perform 
their duties as directors, officers, or employees, 
with due regard to both the letter and the spirit 
of the law and these regulations. For the purpose 
of these regulations the Corporation shall, of 
course, be responsible for all acts of omission or 
commission of any of its directors, officers, em- 
ployees, or representatives in the conduct of their 
official duties. The character of the management 
of a Corporation and its general attitude toward 
the purpose and spirit of the law and these regu- 
lations will be considered by the Federal Reserve 
Board in acting upon any application made under 
the terms of these regulations. 

XVII. REpoRTS AND EXAMINATIONS. 

Reports.—Each Corporation shall make at least 
two reports annually to the Federal Reserve Board 
at such times and in such form as it may require. 
Examinations.—Each Corporation shall be exam- 

ined at least once a year by examiners appointed 
by the Federal Reserve Board. The cost of exam- 
inations shall be paid by the Corporation examined. 

XVIII. AMENDMENTS TO REGULATIONS. 

These regulations are subject to amendment by 
the Federal Reserve Board from time to time, pro- 
vided, however, that no such amendment shall 
prejudice obligations undertaken in good faith un- 
der regulations in effect at the time they were 
assumed. 

REGULATION -£ 

INTERLOCKING BANK DIRECTORATES 

UNDER THE CLAYTON ACT. 

Section I. DEFINITIONS. 

Within the meaning of this regulation— 
The term “member bank” shall apply to any 

national bank and any State bank or trust com- 
pany which is a member of the Federal Reserve 
System. 

The term “national bank’’ shall be construed to 
apply not only to national banking associations but 
also to banks, banking associations, and trust com- 
panies organized or operating under the laws of 
the United States, including all banks and trust 
companies doing business in the District of Colum- 
bia, regardless of the sources of their charters. 

: 
. 

i 
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The term ‘‘resources’’ shall be construed to 
mean an amount equal to the sum of the deposits, 
capital, surplus, and undivided profits. 

The term ‘State bank” shall include any bank, 
banking association, or trust company incorporated 
under State law. 

The term “private banker’ shall apply to any 
unincorporated individual engaging in one or more 
phases of the banking business as that term is gen- 
erally understood and to any member of an unin- 
corporated firm engaging in such business. 

The term “‘Edge Act” shall mean section 25 (a) 
of the Federal Reserve Act as amended December 
24, 1919. 

The term ‘‘Edge Corporation”? shall mean any 
corporation organized under the provisions of the 
Edge Act. 

The term ‘“‘city of over 200,000 inhabitants”’ in- 
cludes any city, incorporated town, or village of 
more than 200,000 inhabitants, as shown by the 
last preceding decennial census of the United 
States. Any bank located anywhere within the 
corporate limits of such city is located in a city 
of over 200,000 inhabitants within the meaning of 
the Clayton Act, even though it is located in a 
suburb or an outlying district at some distance 
from the principal part of the city. 

Section IJ. Prouwipirions oF CLAytTon ACT. 

Under section 8 of the Clayton Antitrust Act— 
(1) No person who is a director or other officer 

or employee of a national bank having resources 
aggregating more than $5,000,000 can legally serve 
at the same time as director, officer, or employee 
of any other national bank, regardless of its loca- 
tion. 

(2) No person who is a director in a State bank 
or trust company having resources aggregating 
more than $5,000,000 or who is a private banker 
having resources aggregating more than $5,000,000 
can legally serve at the same time as director of 
any national bank, regardless of its location. 

(3) No person can legally be a director, officer, 
or employee of a national bank located in a city 
of more than 200,000 inhabitants who is at the 
same time a private banker in the same city or a 
director, officer, or employee of any other bank 
(State or national) located in the same city, re- 
gardless of the size of such bank. 

The eligibility of a director, officer, or em- 
ployee under the foregoing provisions is deter- 
mined by the average amount of deposits, capital, 
surplus, and undivided profits as shown in the 
official statements of such bank, banking associa- 
tion, or trust company filed as provided by law 
during the fiscal year next preceding the date set 
for the annual election of directors, and when a 
director, officer, or employee has been elected or 
selected in accordance with the provisions of the 
Clayton Act it is lawful for him to continue as 
such for one year thereafter under said election 
or employment. 
When any person elected or chosen as a director, 

officer, or employee of any bank is eligible at the 
time of his election or selection to act for such 
bank in such capacity his eligibility to act in such 
capacity is not affected by reason of any change 
in the affairs of such bank from whatsoever cause 
until the expiration of one year from the date of 
his election or employment. 

Section III. Exceptions. 

The provisions of section 8 of the Clayton Act— 
(1) Do not apply to mutual savings banks not 

having a capital stock represented by shares. 
(2) Do not prohibit a person from being at the 

same time a director, officer, or employee of a 
national bank and not more than one other national 
bank, State bank, or trust company, where the 
entire capital stock of one is owned by the stock- 
holders of the other. 

(3) Do not prohibit a person from being at the 
same time a class A director of a Federal Reserve 
Bank and also an officer or director, or both an 
officer and a director, in one member bank. 

(4) Do not prohibit a person who is serving as 
director, officer, or employee of a national bank, 
even though it has resources aggregating over 
$5,000,000, from serving at the same time as direc- 
tor, officer, or employee of any number of State 
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banks and trust companies, provided such State 
institutions are not located in the same city of over 
200,000 inhabitants as the national bank and do 
not have resources aggregating in the case of any 
one bank more than $5,000,000. 

(5) Do not prohibit a person from serving at 
the same time as director, officer, or employee of 
any number of national banks, provided no two 
of them are located in the same city of over 
200,000 inhabitants and no oné of them has re- 
sources aggregating over $5,000,000. 

(6) Do not prohibit a person who is not a 
director, officer, or employee of any national bank 
from serving at the same time as officer, director, 
or employee of any number of State banks or 
trust companies, regardless of their locations and 
resources. 

(7) Do not prohibit a person who is an officer 
or employee but not a director of a State bank 
from serving as director, officer, or employee of 
a national bank, even though either or both of 
such banks have resources aggregating over 
$5,000,000 provided both banks are not located in 
the same city of over 200,000 inhabitants. 

(8) Do not prohibit a person who is an officer 
or employee but not a director of a national bank 
from serving at the same time as director, officer, 
or employee of a State bank, even though either 
or both of such banks have resources aggregating 
over $5,000,000, provided both banks are not 
located in the same city of over 200,000 inhabitants. 

(9) Do not apply to persons who have obtained 
the consent or approval of the Federal Reserve 
Board under the provisions of the Kern amend- 
ment, section 25 of the Federal Reserve Act, or 
the Edge Act, as hereinafter provided. 

Exceptions cumulative-—The above exceptions 
are cumulative. 

SrecTIon IV. PERMISSION OF THE FEDERAL RESERVE 

BOARD UNDER KERN AMENDMENT. 

By the Kern amendment, approved May 15, 1916, 
as amended May 26, 1920, the Clayton Act was 
amended so as to authorize the Federal Reserve 
Board to permit any private banker or any officer, 
director, or employee of any member bank or class 
A director of a Federal Reserve Bank to serve 
as director, officer, or employee of not more than 
two other banks, banking associations, or trust 
companies coming within the prohibitions of the 
Clayton Act, provided such other banks are not in 
substantial competition with such private banker or 
member bank. 

Substantial competition.—If the institutions in- 
volved are not in substantial competition, the Board 
is authorized, in its discretion, to grant, withhold, 
or revoke such consent; but if they are in sub- 
stantial competition, the Board has no discretion 
in the matter and must refuse such consent. 

The Board has adopted the following statement 
of general principles for its guidance in determin- 
ing whether banks are in substantial competition 
within the meaning of the Kern amendment to the 
Clayton Act: 

“In general, two banks will be deemed to be in 
substantial competition if they actually compete 
for a considerable amount of business, 7. e., if a 
considerable portion of the business of each is of 
the same character and in doing or seeking such 
business they actually compete for the same cus- 
tomers or prospective customers, regardless of 
whether or not it is probable or possible that an 
interlocking directorate between them would result 
in injury to the public by making credit less avail- 
able. If the statements of two banks show that 
each has a considerable amount of the same class 
of deposits or loans and it appears from the evi- 
dence submitted that they are so located as to be 
in a position to serve the same customers con- 
veniently, the Board will presume, in the absence 
of evidence to the contrary, that they are in sub- 
stantial competition. This presumption may be re- 
butted, however, by any evidence showing that 
they are not actually competing for such business, 
e. g., that they actually serve different classes of 
customers, that the business in question is not 
actually sought by one bank but is merely inct- 
dental to its other business, or that competition has 
already been eliminated through common. stock 
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ownership. The existence of substantial competi- 
tion, however, may be shown by evidence other 
than that described above.”’ 

This is not intended as a precise definition of 
the term “substantial competition,” but merely as 
a broad statement of the general principles which 
will be observed by the Federal Reserve Board in 
determining whether banks are in substantial com- 
petition. Whether or not substantial competition 
exists in any particular case is a question of fact 
which must be determined in the light of all the 
facts and circumstances involved in such case. 

When obtained.—Inasmuch ‘as the Kern amend- 
ment excepts from the prohibitions of the Clayton 
Act only those ‘‘who shall first procure the consent 
of the Federal Reserve Board,’’ it is a violation of 
the law to serve two or more institutions in the 
prohibited classes before such consent has been 
obtained. Such consent should be obtained, there- 
fore, before becoming an officer, director, or em- 
ployee of more than one bank in the prohibited 
classes. Such consent may be procured before the 
person applying therefor has been elected as a 
class A director of a Federal Reserve Bank or as 
a director of any member bank. 

Applications for permission.—A person wishing 
to obtain the permission of the Federal Reserve 
Board to serve banks coming within the prohibi- 
tions of the Clayton Act should— 

(1) Make formal application on F. R. B. Form 
94, or, if a private banker, on F. R. B. Form 94d. 
Each of these forms is made a part of this regu- 
lation. 

(2) Obtain from each of the banks involved a 
statement on F B. Form 94a, which is made 
a part of this regulation, showing the character of 
its business, together with a copy of its last pub- 
lished statement of condition, and, if a private 
banker, make a statement on F. R. B. Form 94e 
showing the character of his or his firm’s business. 

(3) Forward all these papers to the Federal 
Reserve Agent of his district, who will attach his 
recommendation on F. R. B. Form 94b, which is 
made a part of this regulation, and forward them 
in due course to the Federal Reserve Board. 

Approval or disapproval.—As soon as an appli- 
cation is acted upon by the Board, the applicant 
will be advised of the action taken. 

If the Board approves the application, a formal 
certificate of permission to serve on the banks 
involved will be issued to the applicant. 

Rehearing.—Ilf the Board decides that the banks 
are in substantial competition and that it can not 
approve the application, it will, upon petition of 
the applicant, reconsider its decision and afford 
him every opportunity to present any additional 
facts or arguments bearing on the subject. 

Effect of permits.—Permission once granted is 
continuing until revoked, and need not be renewed. 

Revocation.—All permits, however, are subject 
to revocation at any time in the discretion of the 
Federal Reserve Board. The issuance of a per- 
mit to any person shall have the effect of revoking 
any or all permits which may have been issued 
previously to that person. 

SECTION V. PERMITS UNDER SECTION 25 OF THE 

FEDERAL RESERVE ACT. 

With the approval of the Federal Reserve Board 
any director, officer, or employee of a member 
bank which has invested in the stock of any cor- 
poration principally engaged in international or 
foreign banking or financial operations or banking 
in a dependency or insular possession of the 
United States, under the provisions of section 25 
of the Federal Reserve Act, may serve as director, 
officer, or employee of any such foreign bank or 
financial corporation. 

Applications for approval.—The approval of the 
Federal Reserve Board for such interlocking di- 
rectorates may be obtained through an informal 
application in the form of a letter addressed to 
the Federal Reserve Board either by the officer, 
director, or employee involved, or in his behalf 
by one of the banks which he is serving. Such 
application should be sent directly to the Federal 
Reserve Board. 

Section VI. PERMITS TO SERVE EDGE CORPORA- 

TIONS 

With the approval of the Federal Reserve Board— 
(1) Any officer, director, or employee of any 

member bank may serve at the same time as direc- 
tor, officer, or employee of any Edge Corporation 
in whose capital stock the member bank shall have 
invested. 

(2) Any officer, director, or employee of any 
Edge Corporation may serve at the same time as 
officer, director, or employee of any other corpora- 
tion in whose capital stock such Edge Corporation 
shall have invested under the provisions of the 
Edge Act. 

Applications for approval.—Such approval may 
be obtained through an informal application in 
the form of a letter addressed to the Federal Re- 
serve Board either by the director, officer, or 
employee involved, or in his behalf by one of the 
banks or corporations involved. Such applications 
ae be sent directly to the Federal Reserve 

oard. 

Federal Reserve Board Settlement 

Settlement of balances arising among Fed- 
eral Reserve banks as a result of inter-dis- 
trict collections. (See Gold Settlement 
Fund.) 

Federal Reserve Branch Banks 

Banks operating as branches of a Federal 
Reserve bank. The Federal Reserve Act 

authorizes Federal Reserve banks to estab- 

lish branches without limit as to number 

under regulations approved by the Federal 
Reserve Board, but each branch must be 

within the boundaries of the Federal Re- 

serve district of the Reserve bank which es- 

tablishes it. At the date of this publication 

twenty-three branches had been established, 
For the boundaries of the Federal Reserve 

districts and the areas served by the branch 

banks, see map under Federal Reserve Dis- 
tricts. 

Federal Reserve Bulletin 

The only official organ or periodical issued 

by the Federal Reserve Board, being its 

medium of communication with member 

banks of the Federal Reserve system. It is 

published in two editions. The first con- 

tains the regular official announcements, the 

national review of business conditions, and 

other general matter, and is distributed with- 

out charge to the member banks of the Fed- 

eral Reserve system. The second edition 

contains detailed analyses of business condi- 

tions by districts, special articles, review of 

foreign banking and complete statistics show- 

ing the condition of the Federal Reserve 
banks. Copies are distributed to the public 
on a subscription basis. 
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Federal Reserve Check Collection 
System 

The Federal Reserve Act authorizes the 

Federal Reserve Board to require each Fed- 
eral Reserve bank to “exercise the functions 

of a clearing house for its member banks.” 
Although the Federal Reserve System began 

operations in 1914, the check collection sys- 
tem was not established until July, 1916. 

The purpose of the Federal Reserve check 
system was to correct the defects of the 
methods previously employed, and _par- 
ticularly the following abuses: (1) circui- 
tous routing of checks which grew out of 
the efforts of banks to avoid exchange 

charges, and which resulted in great delay 

in the presentation of items; (2) inequitable 
distribution of exchange charges between 
Eastern metropolitan banks and country 
banks, and (3) excessive exchange charges. 

At the present time the Federal Reserve 

check collection system is efficiently organ- 

ized, and through its instrumentality fully 
90 per cent. of out-of-town items are passed 
directly, economically, and at par among 
members and clearing members, 7. e., non- 

member banks on the Par List (q. v.). Con. 
sequently, the only banks which do not par- 
ticipate in this collection system are such 
non-member banks as are not on the par 

list. 

Member banks and clearing member banks 
are required to receive at par checks drawn 

on and presented to them by Federal Reserve 
banks. In order that banks using the sys- 

tem may know which non-member banks are 
members of the clearing system, the Federal 
Reserve Board publishes a semi-annual list 
with a monthly supplement containing the 

names of all the banks which are members 
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and clearing members. Member banks are 

not required to remit for checks forwarded 

to them, but instead may agree to allow the 

sending Federal Reserve bank to charge their 

accounts. Non-member banks which remit 

must send a check which the sending Federal 
Reserve bank can pass at par through the 

clearing house of the city in which it is lo- 
cated. 

Member banks are not required to employ 

the Federal Reserve check collection system. 
They may forward their out-of-town items 
directly through correspondents, irrespective 

of their membership in the system, but it is 

stipulated by the rules of the New York and 

other clearing houses that if the correspond- 
ents are in the system, checks drawn on 

them cannot be collected under any other 
terms than those prescribed by the rules gov- 

erning Federal Reserve collections as regards 

exchange and time outstanding. 

When a member bank deposits checks with 
a Federal Reserve bank to be collected from 
another member or clearing member, the 
sending bank is immediately credited in the 
collection or “float” account of the Federal 

Reserve bank. That is to say, the amount 
of the checks so sent does not become avail- 

able as reserve until the checks have been 
collected. The time for collecting these 
items, however, may be predetermined by 

consulting the “schedule showing when the 
proceeds of items become available,” in 

which the United States is divided in time 
zones, all points within such zones requiring 
the indicated number of days for collection. 

For example, a check which is deposited 
by a bank in New York City with the New 
York Federal Reserve bank, and drawn up- 

on a member bank in Poughkeepsie, N. Y., 

District. 
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*An agency has also been established at Savannah, Ga. 

LocATION OF BRANCH FEDERAL RESERVE BANKS 
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does not become available in the reserve ac- 
count of the depositing bank until two busi- 

ness days have elapsed. One day is required 
to forward the check to the drawee bank in 
Poughkeepsie, and another for the Pough- 

keepsie bank to remit to the Federal Reserve 

bank of New York. (See Federal Reserve 
Inter-District Collection System, Federal Re- 
serve System, Gold Settlement Fund.) 

Federal Reserve Cities 

The cities in which the twelve Federal Re- 
serve banks are located. Each Federal Re- 
serve bank has a number corresponding to 

the district in which it operates. The twelve 

Federal Reserve cities, together with the dis- 

tricts in which they are located, are: 

7. Chicago. 

8. St. Louis. 

9. Minneapolis. 

10. Kansas City. 

1. Boston. 

2. New York. 

3. Philadelphia. 

4. Cleveland. 

5. Richmond. 11. Dallas. 

6. Atlanta. 12. San Francisco. 

(See Federal Reserve Branch Banks, Fed- 
eral Reserve Districts.) 

Federal Reserve Districts 

The boundaries of the twelve Federal Re- 

serve districts and the location of the Feder- 

al Reserve banks and branch banks are shown 

in the accompanying map. 

Federal Reserve Inter-District Col- 

lection System 

Out-of-town items may be collected within 

the same or in another Federal Reserve dis- 

trict. ‘The former are known as intra-dis- 

trict collections; the latter, as inter-district 

collections. In inter-district collections, in- 

ter-Federal Reserve bank accounting is in- 

volved. For example, suppose a member 

bank in New York City sends checks to the 

Federal Reserve bank of New York 

drawn upon a bank in Chicago. The New 

York Federal Reserve bank forwards them 

to the Chicago Federal Reserve bank, which 

collects them through the Chicago clearing 

house. When collection is made in Chicago, 
the credit belonging to the depositing mem- 

ber bank in New York is first placed upon 
the books of the Federal Reserve bank in 

Chicago, but in favor of the New York Fed- 

eral Reserve bank. That is to say, this 

credit is merely one of many credits be- 

longing to the New York Federal Reserve 
bank. Conversely, the Chicago Federal 

Reserve bank, having sent checks to the New 

York Federal Reserve bank, is entitled to 

certain credits. 

Settlement for collections arising among 

the various Federal Reserve banks is ar- 

ranged by the Federal Reserve Board at 

Washington which acts as clearing house 
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manager through the operation of the Gold 
Settlement Fund (q. v.). 

Federal Reserve banks eliminate the ship- 
ment of large sums of currency by clearing 

daily with one another by means of a pri- 
vate wire system connecting the Board with 

each of the banks. This makes it possible 
to give “availability” to items on the day they 
are paid. Clearing involves only a change of 
ownership of gold by book entries, 7. ¢., deb- 
its and credits to the gold settlement fund. 

Shipments of gold are necessary only when 

the debit balances become so great that the 
fund becomes depleted and requires replen- 
ishment. Thus, inter-district collections are 
effected with practically no domestic move- 
ment of gold, and out-of-town items cleared 

through the Federal Reserve System become 
available almost as soon as presented to the 

paying bank. (See Federal Reserve Check 

Collection System, Federal Reserve System. ) 

Federal Reserve Notes 

Circulating notes issued by the Federal Re- 
serve banks. They furnish from one-third 
to one-half of the circulating medium of the 

country; represent the only form of Elastic’ 
Currency (q. v.) ; and are authorized by sec- 

tion 16 of the Federal Reserve Act. 
The security behind Federal Reserve notes 

is of three kinds: (1) commercial paper re- 
discounted for member banks and held by 
Federal Reserve banks; (2) bankers’ ac- 

ceptances held by Federal Reserve banks, 

and (3) gold or gold certificates. Whenever 
commercial paper or bankers’ acceptances 

serve as collateral for Federal Reserve notes, 
the value of such collateral at face value 

must be equivalent to the amount of notes 
issued. In addition a gold reserve of 40 per 
cent. is required. But, whenever gold or gold 
certificates are included in the collateral, they 

count as part of the 40 per cent. gold reserve 
requirement. 

Federal Reserve notes are issued in de- 

nominations of $5, $10, $20, $50, $100, $500, 

$1,000, $5,000, and $10,000. The distinctive 
serial number of the Federal Reserve bank 
of issue appears on these notes, which are 
engraved with green backs and bear a blue 

seal on the obverse side. 
Federal Reserve notes are redeemable in 

gold or lawful money at any Federal Re- 

serve bank or at the United States Treasury. 

A redemption fund of at least 5 per cent. of 

the total notes outstanding is required to be 

kept at the Treasury Department in Wash- 
ington by each Federal Reserve bank from 
which the notes may be redeemed if pre- 

sented. They are not legal tender, but are 

receivable by the Government for all public 
dues and on all accounts by all Federal Re- 

serve banks, National banks, and other mem- 

bers of the Federal Reserve System. 

In addition to being secured by a direct 

pledge of assets, Federal Reserve notes are 

a direct obligation of the issuing Federal Re- 

serve bank and represent a first lien, equally 

with Federal Reserve bank notes, on the 

bank’s assets. They are also a direct obliga- 

tion of the United States Government. Thus 
they are secured by specific collateral held by 
Federal Reserve agents, by the general as- 
sets of the issuing bank, by the double lia- 

bility of the stockholding banks, and by the 
United States Government. 
They should not be confused with Federal 

Reserve Bank Notes (q. v.), 

Federal Reserve Ratio 

See Federal Reserve Statement, Reserve 
Ratio. 

Federal Reserve Rediscount Rate 

See Rediscount, Rediscount Rate. 

Federal Reserve Statement 

The statement of condition of the combined 
twelve Federal Reserve banks. Each 

Federal Reserve bank is required to tele- 

graph its financial condition to the Federal 
Reserve Board as of the close of business 

each Wednesday. These are combined by 
the Board which furnishes to the world 

the Federal Reserve Statement, published 
weekly in the financial and more import- 
ant newspapers. Thus the single state- 

ment of each Federal Reserve bank and the 
consolidated statement of the twelve Federal 

Reserve banks are available for the informa- 

tion of the public. Both the single and con- 

solidated statements show two ratios of con- 
siderable importance: (1) ratio of reserves 

to combined deposits and Federal Reserve 

note liabilities, and (2) ratio of reserves to 

Federal Reserve notes in circulation after 

setting aside 35 per cent. against deposit lia- 
bilities. 

The consolidated statement of the twelve 
Federal Reserve banks is one of the most 
important banking displays in the world, and 

certainly the most important in this country. 
It is an epitome of the credit and banking 

situation in the United States. By compar- 

ing current figures with those of the preced- 

ing week and year, the change in condition, 

favorable or unfavorable, is displayed. This 
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statement is scanned with great interest by 

the banking and financial world, as well as 

by the investing and speculating public as pre- 

senting the best cue as to the supply of credit 
and probable trend of interest rates. The 

form of statement follows: 

Membership. The system consists of 
(1) twelve Federal Reserve banks and their 
branches (which may be established at home 

or abroad), (2) National banks, which are 

reduired to become stockholding members of 

the Federal Reserve bank of their district, 

FEDERAL RESERVE STATEMENT (TWELVE FEDERAL RESERVE BANKS) 

RESOURCES 

August 8, 1923. August 1, 1923. August 9, 1922. 

Goldimatd COldSCETULHCAteS +. thew aters init teysus alieiaetalel cuetae $346,809,000 $344,561,000 $314,391,000 

Gold ateletrett fund—Federal Reserve Board. 664,114,000 650,318,000 481,333,000 

Total wold held; by Darks sci. in puis eve bog oe $1,010,923.000 $994,879,000 $795,724,000 
Gold with Federal Reserve Agents..........-.00. 2,040,012,000 2,048,062,000 2,233,430.000 
Gold redemiptioniettindiista. tie eee © wo caine «ce ote eit 61,701,000 66,725,000 42,489,000 

Totals teoldiAresenvesin wep < cerere Sievert aaiolne «ete $3,112,636,000 $3,109,666,000 $3,071,643,000 
Reserves Lathery than y oldie ce te cba ete ta eters ebere tcl all 77,484,000 84,058,000 ~130,534,000 

(LOtal MreSCLVES wetese vichaisteteathele tel terete cer Ene eter e ete . $3,190,120,000 $3,193,724,000 $3,202,177,000 
INON-TESETVE (CASTE Ac sl a wrersra cy cote ep eiotemtat ada ollcNalle te waa ot ote 64,138,000 66;492.000.25 2 Mets: eee ee ee 
Bills discounted: 

Secured by U. S. Government obligations...... 397,209,000 381,862,000 117,777,000 
Other wbillseidiscounted Mae ape etsterac ce wee eres 425,893,000 424,575,000 264,384,000 

Bills tbought ins open market reese ise oleeeicisl: eles teuels 177,409,000 182,630,000 146,803,000 

Total (bills (ons Mand © 20x sieve by oe au ees oe oe $1,000,511,000 $989,067, 000 $528,964,000 
LU. Soihonds sand Snoted aes fossa oe oe es eae 82, 021, 000 83, 802, 000 199,746,000 
U. S. certificates of indebtedness ..............2. ie 285, 000 9,991,000 291,065,000 
Municipalyawarrants ocsaecwiec sini hie avehe ieletel aeradoistets 10,000 10,000 4,000 

‘Totalmearnin gy ;ASSCESh vac s ests nia tele aay aterevetn a) $1,090,727,000 $1,082,870,000 $1,020,679,000 
Bark premisea ys st cote av pie cole sc oles oles Meleasnranee o 53,424,000 53,360,000 * 42,804,000 
Five per cent redemption fund against Federal Re- 

Server) DATKNOTES Wiis tects ois ee iceee aa ails ave atone 193,000 193,000 6,679,000 
Untollecteditemsiias remota cet ee eet amen 539,877,000 522. 392, 000 578,520,000 
All other@resOureesi oe cas ecru hc ticket elstchay ea era! eats 13,058,000 12, 982, "000 16,449,000 

WPOtal; FESOULCES, 4 el.te wives cteinlola sha alee a a stele eters $4,951,537,000 $4,988,141,000 $4,811,180,000 

LIABILITIES 

Capital spard ein ome art Aca a seterertamietone atone aretaneeye $109,673,000 $109,497,000 $105,730,000 
SuUrpiis hance lcnton site ata er aeterc te tems uraeie ponrctctotene 218,369,000 218,369,000 215,398,000 
Deposits: 

CROVETNIMENED canisrisyartls ohersiyie Asal elo eratracsushcte rarktes 21,935,000 41,584,000 27,880,000 
Member bank—Reserve account ........0..0.; 1,860,022,000 1,879,504,000 1,783,539,000 

OPEL SAE POSITS sks tekca ets whste rave oka evabelspalaratva ve, ahebariaet ones _ 22,834,000 23,463,000 24,384,000 

TBtAlSdepowitst ders Cae: Grae See eee oe $1,904,791,000 $1,944,551,000 —$1,835,803,000 
Federal Reserve notes in actual circulation....... 2,224,358,000 2,187,729,000 2,147,223,000 
Federal Reserve banknotes in _ circulation—net 

fis DUG R TT BL eG senie © kos ibe Cad ced ee ae Sine re 1,571,000 1,556,000 60,547,000 
Metered ayaa bility, 1tems Wor. Cpis am satin ieee brawl 474,269,000 508,543,000 424,691,000 
All cother puabilitiesiy’. mies pence elec aicee ocd ee ree 18,506,000 17,896,000 21,788,000 

‘Total liabilities .......... RES a MU $4,951,537,000  $4,988,141,000 —‘$4,811,180,000 
Ratio of total Baia to Naber and Federal Re- 

serve note labiliticis combined}: 2./..2 0". hae le. 77.3% 77.3 80.4 
Contingent liability on bilis purchased for foreign ? 2 sb 

COTTESHONGENTE i ix a ally ia.d) sive aeiebent re ete ote $33,136,000 $33,133,000 $29,863,000 

* Not shown separately prior to January, 1923. 

(See Federal Reserve System.) 

Federal Reserve System 
The central banking system of the United 

States, created by the Federal Reserve Act 
(q. v.) approved December 23, 1913. It is 
undoubtedly the world’s strongest banking 

system, and combines eclectically the leading 

features of the principal European central 

banking systems, adapted to American re- 
quirements. 

and (3) such state banks and trust com- 

panies as may elect to join the system by 

meeting the qualifications of membership. 

Thus, National banks are required to be- 
come members of the system, but with the 
state banks and trust companies membership 
is optional. 

Before the passage of the Federal Reserve 

Act, the banking system of the United States 
was composed of the three distinct groups 

of institutions above mentioned. National 
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banks were instituted by the National Bank 
Act (q.v.) of 1863 and its subsequent 

amendments, while state banks and _ trust 

companies were organized and operated un- 

der the laws of the separate states, dating 

from early American history. The Federal 
Reserve Act is not a negation of the Nation- 

al Bank Act, but rather a revision and elab- 

oration of it. 

Development. The Federal Reserve Act 

grew out of the defects and insufficiencies 
of the former decentralized national-state 

system, especially in the following particu- 
lars: 

1. No provision for elastic currency. Bank 
notes were rigid in amount, based upon the 

bonded debt of the United States rather than 

upon sound and liquid business paper. This 
inelastic currency system was a panic breeder. 
At critical times the banking system broke 

down because it was unable to furnish an 

adequate supply of money to meet the needs 
of legitimately expanding business. 

2. No provision for rediscount facilities as 
a means of furnishing elastic credit, 7. ¢., 

there was no certain market for the redis- 

count or sale of sound business paper. 
3. Reserves were not centralized. Instead, 

the partial redeposit of reserves by country 

and reserve city banks at interest in central 

reserve city banks (particularly in New York 

City) made the reserve structure fictitious. 
They were not available when needed. 

4. The system of collection of out-of-town 

checks was inefficient and uneconomical. 

5. There was no rational control over the 
money market. 

Steps toward removing these defects were 
actively begun as an aftermath of the panic 
of 1907, when public attention was again fo- 
cussed on the problem of banking reform. 
Accordingly, in 1908, Congress created the 
National Monetary Commission (q. v.) to 
determine what modifications might be neces- 

sary to remove the weaknesses in existing 

banking legislation. After four years of in- 
vestigation, this body reported its recom- 
mendations to Congress in full in a plan 
which later became known as the “Aldrich 
Plan.” After undergoing numerous modifi- 
cations and revisions, this report was finally 

submitted for the approval of Congress, and 
culminated in the Federal Reserve Act. 

Ownership and Earnings. The Federal Re- 
serve banks are banks of banks. Except as 

to open market operations, their dealings are 

restricted to banks and with the Government. 

There are no individual stockholders. The 
stock is owned by member banks, which are 
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required to subscribe to the stock of the Fed- 
eral Reserve bank of their district in an 
amount equal to 6 per cent. of the member 
bank’s combined capital and surplus. Only 
one-half of this subscription, namely, 3 per 
cent., has been called up to the present time. 
The stock has a par value of $100, is of one 

class, cannot be transferred or hypothecated, 

and pays a fixed cumulative dividend at the 
rate of 6 per cent. So long as it is a mem- 
ber of the system, a member bank may re- 

tain the stock, and its holdings are automati- 
cally increased or diminished to correspond 
with any changes that may occur in its capi- 

tal account. 

After payment of all expenses, dividends 
constitute the first claim against earnings. 

Until the surplus account reaches an amount 

equal to the capital, earnings in excess of 

dividend requirements are carried to such 

surplus; thereafter, 10 per cent of the earn- 

ings in excess of the dividends is carried to 

surplus, the remainder being paid to the 

Government as a franchise tax. Earnings 

of the Federal Reserve banks are exempt 
from income taxes. 

Federal Reserve Board. The administra- 

tive and co-ordinating body of the Federal 
Reserve System is the Federal Reserve 

Board (q. v.) consisting of 6 members ap- 
pointed by the President of the United States 
(and confirmed by the Senate) to serve for 
10 years at a salary of $12,000, and the 
Comptroller of the Currency and the Sec- 
retary of the Treasury, as ex-officio mem- 
bers. One of the appointees of the Presi- 

dent is named as Governor of the Board, 

and a second as Vice-Governor. 

This body, sitting at Washington, controls 

the Federal Reserve banks, and is endowed 

with broad powers, among the most im- 

portant of which are: (1) to examine 
Federal Reserve banks and member banks 
(optional); (2) to make detailed reports 
of condition of the twelve banks week- 
ly (compulsory); (3) to add to, or to re- 

classify, reserve and central reserve cities; 
(4) to require the writing off of doubtful as- 

sets from the records of the Federal Reserve 
banks; (5) to suspend or remove any offi- 

cer, director, or employee of the Federal Re- 
serve banks with cause; (6) to suspend (for 

violation of any section of the Federal Re- 
serve Act) any Federal Reserve bank, to 

operate it, and wherever necessary, to reor- 

ganize it; (7) to supervise, through the 

Comptroller of the Currency, the issue and 
retirement of Federal Reserve notes, and to 

prescribe regulations covering such issue and 
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retirement; (8) to suspend reserve require- 

ments for periods of 15 days (subject to re- 

newal), with certain graduated taxes to be 

imposed as penalty; (9) to grant trust pow- 

ers to National banks when not in contraven- 
tion to state laws; (10) to approve changes 

in the rediscount rate of any Federal Reserve 

bank; (11) to permit, or on affirmative vote 

of 5 members, to require’ Federal Reserve 

banks to rediscount paper for one another 

at rates approved by the Board; and (12) to 

make general regulations on all operations of 

the Act and to have general supervision over 

all Federal Reserve banks. 
In sum, the Board is a dominant force in 

unifying the twelve regional banks into a 

comprehensive organization. This is secured 

by the specific powers granted to it, by direct 
contact with each bank established through 
a system of private wires, by its appoint- 

ment of the Federal Reserve Agent at each 

bank, by acting as clearing-house manager 

for inter-district clearings, by reports from 

and examinations of these banks, and through 

its rulings on questions requiring an inter- 

pretation of the meaning of the Federal Re- 

serve Act. 
Federal Advisory Council. The Federal 

Advisory Council (q. v.) is a body with con- 

sultative rather than mandatory powers. It 

is composed of twelve members, each repre- 

sentative of a separate Federal Reserve bank, 

and elected annually by its board of directors. 
The council meets four times a year at 

Washington for the purpose of assisting the 

Federal Reserve Board by conferring and 

advising, and making recommendations with 

regard to matters pertaining to business and 

financial conditions in their respective dis- 
tricts. 

Federal Reserve Bank Organization. Each 

Federal Reserve bank has its distinct organi- 

zation, and serves its own district, whence it 

is sometimes known as a “regional” bank. 

The minimum capital for each bank is $4,- 

000,000, but the majority of them have a 

capitalization considerably in excess of this 

amount. 

Each Federal Reserve bank is under the 
direct control of a board of nine directors, 

divided into three classes of three directors 
each. These classes are known as Class A, 
Class B, and Class C. Class A and B di- 

rectors are elected by the stockholding banks, 
and Class C directors are appointed by the 
Federal Reserve Board. Class A directors 
must be active and experienced bankers; 
Class B directors must not be bankers, but 
engaged in business or farming; and Class 
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C directors are chosen from the public at 

large. One of the Class C directors, who 

must be of tested banking experience but 
not an officer, director, or employee of any 

bank during his term of office, is appointed 
to act as chairman of the board of directors. 
The chairman is also given the title of Fed- 

eral Reserve Agent, and is the official rep- 
resentative of the Federal Reserve Board at 

each Federal Reserve Bank. 

Functions. The functions of the Federal 

Reserve banks are: 

1. The centralization and mobilization of 

bank reserves. Under the Federal Reserve 

System, the legal reserves of all member 

banks must be carried with the Federal Re- 

serve banks of their districts. They are no. 
longer scattered as “cash in vaults” at indi- 

vidual banks or in designated depositories. 
Being concentrated in twelve central reser- 

voirs, these reserves furnish a base for ex- 
tending a far greater volume of credit than 

was possible under the old system. Such 
reserves, moreover, are true reserves, 7. @.,. 
are non-interest bearing and cannot be re- 

deposited, thus preventing their use as earn- 

ing assets in speculative or other operations. 
Reserve requirements of member banks. 

against demand and time deposits are as fol- 

lows: 

Demand Time 
In central reserve cities 13% 3% 

In reserve cities 10% 3% 

In other (undesignated) cities 7% 3% 

Federal Reserve banks themselves are re- 
quired to keep a reserve in lawful money 

equal to 35 per cent. of their demand de- 
posits. These reserves are effectively mo- 

bilized by being directed to where they are 

most needed by means of interdistrict dis- 

counting (see Naked Reserve), or by the 
sale of commercial paper eligible for open 

market operations in a comparatively 
“strong” district by a regional bank in a 
comparatively “weak” district. 

2. To furnish an elastic currency and 

credit. Through resdiscounting facilities, 

provision is made for an elastic bank-note 
and deposit currency. A member bank re- 
quiring additional funds may obtain them 

from its Federal Reserve bank by offering 
Eligible Paper (q. v.) for rediscount, or by 

borrowing on its own notes secured by eligi- 

ble paper or by Government obligations. It 
may elect to receive the proceeds either in 
Federal Reserve Notes (q.v.) which it may 
pay out over the counter, or as a credit to 

its reserve account against which it may 
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draw, or expand its loans and deposits. In 
other words, Federal Reserve notes and ex- 

cess reserve at the Federal Reserve bank are 
interconvertible to a member bank. (See 

Elastic Currency.) 

During times of business contraction cus- 

tomers pay off their notes, thereby permitting 

member banks to take up their rediscounted 

paper at the Federal Reserve banks, with 

the result that Federal Reserve notes are 

retired, or the borrowing bank’s deposits and 
loans reduced. 

The limit to which Federal Reserve banks 

can issue Federal Reserve notes is fixed by 
the 40 per cent. gold reserve requirement. 
These notes must be fully secured by re- 

discounted commercial paper, gold, or gold 
certificates, except that in any case, the gold 

reserve cannot be less than 40 per cent. This 
limit may be suspended by the Board in 

times of unusual stress, but with certain pen- 
alties laid down in the Act. 

3. To provide an efficient system of col- 
lecting out-of-town checks. The Federal Re- 

serve Act empowers each Federal Reserve 

bank to exercise the functions of a clearing 

house for the member banks of its district, 

and for such non-member banks as may 
qualify (by keeping a sufficient balance to 
cover outstanding collections), which are 
known as Clearing Member Banks (q. v.). 
The Federal Reserve Board itself serves as 
manager for clearing debit and credit bal- 

ances arising among the various Federal Re- 
serve banks. 

From all member and clearing member 

banks, Federal Reserve banks will receive 

all items, e. g., checks, sight drafts, ma- 

tured acceptances, matured notes, and cou- 

pons, at par, and forward them to the Fed- 
eral Reserve bank of the district in which 
they are payable; or else a member bank may 

itself forward items payable in another dis- 
trict directly to the Federal Reserve bank 

of such district for credit of the sending 

bank’s account with the Federal Reserve 
bank located in the sending bank’s district. 
The United States is divided into time zones, 
and by inspection of a schedule published by 
each Federal Reserve bank showing when 
the proceeds of items sent to various points 
become available, it is possible to compute 
when any transited item becomes credited to 

the reserve account. All banks using the 
system are required to receive and remit for 

checks sent to and drawn upon them, at 
par. 

Currency shipments in connection with the 
collection of checks for member banks by 
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Federal Reserve banks are largely eliminated 
by a daily clearing of interdistrict debits and 
credits despatched by means of private wires 

to the Federal Reserve Board, which makes 

appropriate entries against the accounts of 

the twelve banks in the Gold Settlement 

Fund (q.v.). The expense of intra- and in- 
ter-district clearings and collections is borne 

entirely by the Federal Reserve banks. (For 
further information with regard to par 

clearances, see Federal Reserve Check Col- 
lection System, Federal Reserve Inter-Dis- 
trict Check Collection System.) 

4. To engage in open market operations. 
(See Open Market Purchases. ) 

5. To serve as depository and fiscal agent 
for the Government, and to carry on sub- 
treasury operations. Federal Reserve banks 
are custodians of the major portion of the 
funds of the Government, and transfer them 

from place to place without charge. They 

make temporary advances to the Govern- | 

ment. They are instrumental in the issue, 
flotation, cortversion, and redemption of Gov- 

ernment bonds and certificates of indebted- 
ness, and pay the interest thereon. With the 
abandonment of the sub-treasuries in 1921, 

these banks supply member and other banks 
with coin and currency, and issue new cur- 

rency in exchange for worn and mutilated 

bills and coins. 

6. To conserve the American money mar- 
ket. This is largely achieved through the 
power (with the permission of the Federal 

Reserve Board) of raising and lowering the 

rediscount rate. Raising the rediscount rate 

is an effective tool for discouraging over- 

expansion in business, undue speculation, and 
a dangerous outflow of gold. Lowering the 

discount rate after a period of stress has sub- 
sided, on the other hand, is an invitation to 

expand business operations. 

Through open market purchases and sales 

of commercial paper, bankers’ acceptances, 

foreign bills of exchanges and cable trans- 
fers, also, these banks are enabled to exer- 

cise some degree of control not only over the 

money market, but also over gold move- 
ments, foreign exchange rates, and dollar 
quotations in foreign markets. 

Summarizing, the following achievements 

have been gained by Federal Reserve Sys- 

tem: (1) democratization of banking by 
placing facilities equally at the disposal of 
commercial, industrial, and agricultural in- 

terests; (2) concentration of reserves in 

twelve central reservoirs, thereby creating a 
base for a greater volume of credit; (3) pre- 
vention of panics by providing for an elas- 
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tic currency and credit, capable of expan- 

sion in times of rising prices and growing 

prosperity, and of contraction in times of 

falling prices and liquidation; (4) restora- 

tion of confidence in the soundness of our 

money, credit, and banking system; (5) 

creation of an efficient, swift, and economi- 

cal system of collection of out-of-town 

checks; (6) assistance rendered the Gov- 

ernment as a depository and fiscal agent, 

and in administering sub-treasury functions ; 

(7) creation of the bankers’ acceptance, and 

assistance given American bankers by 
enabling them to participate in the profits to 

be derived from financing foreign trade; 

(8) maintenance of a continuous open mar- 

ket for the purchase and sale of high-grade 

business paper; and (9) partial control of 

interest rates, gold movements, and foreign 

exchange fluctuations. 
The tables on the following page exhibit 

the growth of the Federal Reserve System 
in the period 1918-1922. 

(See Central Reserve Cities, Federal Re- 

serve Advisory Council, Federal Reserve 

Agent, Federal Reserve Bank Notes, Federal 
Reserve Board, Federal Reserve Branch 

Banks, Federal Reserve Bulletin, Federal Re- 
serve Cities, Federal Reserve Statement, 
Naked Reserve, National Bank System, Na- 
tional Monetary Commission, Rediscount, Re- 
discount Rate, Reserve Cities.) 
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Federal Reserve Board Regulations. 

The Federal Reserve Bulletin (published 
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Federal Reserve Board Cumulative Index- 

Digest. 

Fee 

This term has two meanings: 
(1) A commission; charge for services. 

This term now is rarely used in finance, be- 
ing supplanted by the term Commission (q. 
v.). It is primarily used in connection with 

court costs in referring to witness fees, 

jurors’ fees, and lawyers’ fees. 

(2) Fee Simple (q.v.). 

Feeder 
A branch line or short railroad which 

originates freight and passenger traffic for a 

main line or longer railroad. A _ feeder 

gathers traffic in territory where business is 
light and delivers it at a through traffic term- 
inal to a line serving a richer territory. 

Feeder Loans 

See Cattle Loans. 

Fee Simple 
Absolute and unrestricted ownership of 

real estate; one who owns real property in 

fee simple has the right to full possession 
and enjoyment, and this right may be trans- 

mitted to “his heirs, representatives, and as- 

signs forever.” 

Fen 

A Chinese coin. 

table 2.) 
(See Foreign Moneys— 

Feverish 

An expression used to describe the stock 

and produce markets when prices are hesitat- 
ing, changeable, and uncertain, especially at 

a time when fundamental conditions are un- 
settled. 

Fiat Money 
Inconvertible or irredeemable money which 

a Government declares shall be accepted as 
legal tender in payment of debts, but which 

is not covered by an available specie reserve. 
It consists either of Government promises to 

pay the quantity of which is regulated, or of 



COMBINED STATEMENT—TWELVE FEDERAL RESERVE BANKS. 

1922— Total cash. 

DPEPEAIOT hd Pisdevscticsericiene $3,148,837 
November 29 .............s0000 3,202,810 
LB SO aie tle Sa Be A 3,211,918 
September 27 ............00 3,203,127 
PURMNART OAD lescserschicnasitt\ devine 3,195,888 
ERENT icciciitent Gikaren ccd vabsdess 3,181,498 
SEEMS MES aaah ist easeoren anda nevnes 2,148,366 
ETE Gop tata ne kisithnsskstrsedhs 3,130,497 
OE TN. ESR ee Wee 3,124,839 
AE ia eo ee 3,103,379 
BIRT EL nadwersngerins.stse 3,080,841 
PORSETIAL Vd ancreevecntssetsy sites 3,058,855 

1921— 

BISCOTDET CO hevcsiivceocnssccs $2,992,200 
PNOVOINDES FSO wiscves ccnsnnsesss 2,989,142 
CETL 4 vi tspseionnpyns ashes 2,937,148 
September 28 ...........0..00+ 2,878,685 
[OCTET Sit CASE eae oe 2,787,920 
(LE a ite Rd 2,685,296 
ROE ees deo. ch vals ss Savoie 2,625,458 
MD pee ohn bans sehen acrkchs 2,558,232 
Lac) 1 LORE ED SEO RR CO 2,504,763 
REIL Sos tater eseaseanitee 2,421,977 
aPC UAL Vey Gols tits sah dowrsegoene 2,356,999 
TREES Cas tesa hei asec avail 2,319,974 

1920— 

PPR CR TASTY Th ey iovestusinteesss $2,249,163 
Plaveniber 26. oy secaly<itstsss 2,195,310 
Mato er OT ects dices sect 2,168,038 
BYE DERID DED 204 Secusinipessontons 2,151,594 
LGMET 9 UL AAS fs UNE Sea OR eaten Biles oer 
AL Ss NS a Si Ong 2,128,640 
PRN) as ciekch daccssoseachcins 2,108,605 
LIST ela AI edhe 2,092,496 
SCT yd aS al ORS es 2,070,765 
| SE Td ig ge 2,057,155 
Pout ger Vy gad Sen ened, et 2,083,215 
Pexsiitarar st GU) auc Mey A eo 2,073,933 

1919— 

PROCPINDET A byscealisysneets.> $2,135,536 
MNGIVEMDCL & 25 Gi cveccosstncesvice 2,159,666 
MTGE 8 Leta ci Zs endyssc.s 2,205,592 
September 26 ..............0... 2,187,505 
AEST ira Sa ae 2,135,976 
(pS? k 2 een apa 2,161,023 
[Ee rat an ae ea ee Rl 2,216,256 
BOER: 258 Ae 2,255,106 
PASCO DD uid iste scivencuhs 2,240,152 
EDS ae SS a 2,210,524 
OCT 9 gy 7/2. RRS ete 2,188,723 
LORE Tg oo) A) Se Rees 2,179,646 

1918— 

TB ROPEEL 27, poecac cetsaccecta cs $2,146,219 
PORT URITIVOT G29 2a so sccese chase 2,120,371 
OT Wied eee a 2,098,169 
BOONE 27 i hbsscicdciienes 2,072,176 
TOE TC) FS ae 2,006,962 
Nth dy See 5 ae 2,029,329 
1 6o. 7 a 2,006,199 
WAM eo Le orereece ttn AS csi 1,975,709 
J Niry ES ee 2 1,890,945 
jE aos 4! June or onl 1,874,063 
Meraary al vee. 1,832,524 
SANUREY 25h As 1,782,759 

(000 omitted.) 

Bills secured 
by Gov. paper. 

$316,495 
315,280 
195,510 
139,102 
133,651 
115,238 
189,909 
171,106 
178,991 
242,797 
281,994 
357,921 

$487,193 
476,360 
461,886 
490,927 
545,176 
591,450 
647,761 
793,951 
920,537 

1,010,373 
1,003,975 
1,048,768 

$1,141,036 
1,192,200 
1,203,905 
1,220,423 
1,314,830 
1,241,017 
1,277,980 
1,447,962 
1,465,320 
1,441,015 
1,572,980 
1,457,892 

$1,510,364 
1,736,033 
1,681,465 
1,572,503 
1,609,296 
1,616,210 
1,573,483 
1,802,893 
1,760,672 
1,691,010 
1,669,684 
1,357,650 

$1,400,371 
1,412,511 
1,092,417 
AZekoso 
1,428,235 
1,302,151 
869,175 
897,357 
902,188 
583,228 
509,534 
627,662 

Commercial 
bills disc. 

$313,390 
334,816 
273,889 
281,078 
270,717 
264,743 
279,192 
300,384 
321,106 
393,155 
439,289 
482,252 

$692,640 
705,941 
846,863 
911,976 
946,759 

1,059,046 
1,123,801 
1,076,305 
1,143,202 
1,276,275 
1,392,279 
1,407,707 

$1,578,098 
1,543,230 
1,597,392 
1,484,041 
1,352,297 
1,250,613 
1,153,814 
1,071,469 
1,069,751 
1,008,215 
880,531 
716,465 

$684,514 
478,176 
394,355 
309,779 
205,838 
251,392 
ZT, 
186,499 
189,740 
195,230 
210,136 
243,478 

$302,567 
402,684 
453,747 
491,897 
232,563 
205,274 
216,848 
256,373 
302,399 
304,065 
296,170 
273,912 

Total bills 
on hand. 

$876,178 
909,322 
727,090 
658,296 
576,074 
536,119 
623,161 
589,672 
582,615 
738,643 
803,847 
932,882 

$1,294,073 
1,259,299 
1,347,931 
1,441,792 
LZAse00 
1,669,920 
1,803,165 
1,957,394 
2,167,348 
2,409,704 
2,966,757 
2,621,533 

$2,974,836 
2,983,103 
3,099,672 
3,012,088 
2,989,092 
2,836,935 
2,830,979 
2,938,031 
2,942,318 
2,901,109 
2,984,878 
2,735,670 

$2,780,090 
2,709,804 
2,922,902 
2,224,773 
2,178,272 
2,243,158 
2,122,598 
2,173,042 
2,136,234 
2,134,347 
2,156,739 
1,882,421 

$2,006,611 
2,190,536 
1,944,787 
2,001,821 
1,660,798 
1,507,425 
1,086,923 
1,153,730 
1,204,587 
887,293 
805,704 
901,574 

Fed. Reserve 
note cire’l’n. 

$2,464,121 
2,329,814 
2,298,536 
2,243,384 
2,153,181 
2,126,809 
2,124,422 
2,141,184 
2,157,568 
2,181,843 
2,173,514 
2,184,007 

$2,443,497 
2,366,066 
2,408,122 
2,457,196 
2,481,466 
2,537,517 
2,634,475 
2,734,804 
2,830,118 
2,930,729 
3,051,706 
3,090,748 

$3,344,686 
3,325,538 
3,351,303 
3,279,996 
3,203,637 
3,120,138 
3,116,718 
3,107,021 
3,074,555 
3,048,039 
3,019,984 
2,850,944 

$3,057,646 
2,852,277 
2,752,876 
2,655,354 
2,580,629 
2,504,497 
2,499,180 
2,919,292 
2,949,552 
2,521,776 
2,472,307 
2,450,729 

$2,685,244 
2,568,676 
2,907,912 
2,316,557 
2,092,708 
1,870,835 
1,722,216 
1,600,968 
1,526,232 
1,452,838 
1,314,581 
1,234,934 

Ratio 

of res. 

72.1 
76.4 
77.6 
78.4 
79.2 
79.2 
77.5 
78.0 
78.3 
77.8 
78.1 
77.2 

71.7 
72.7 
71.0 
69.0 
66.8 
63.4 
60.8 
57.6 
55.0 
50.8 
49.9 
49.0 

45.4 
444 
43.1 
40.3 
43.2 
44.2 
43.6 
42.7 
42.4 
42.7 
42.5 
44.5 

44.8 
45.5 
47.9 
51.0 
50.7 
50.2 
52.1 
51.8 
52.1 
51.9 
51.3 
53.0 

50.6 
50.0 
49.6 
51.6 
56.4 
58.1 
61.7 
62.0 
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undervalued metallic coins (silver, nickel, 
or copper) coined only on Government ac- 

count, but in no event is there expectation of 
redeeming either variety in the standard 
metal. 

Fiat money was issued in large quantities 

during our colonial, revolutionary, and cviil 
war periods, each time with the same disas- 

trous results, viz., driving full value coins 

out of circulation, or subjecting them to a 

premium, inflating prices, and in the end, 
becoming worthless, except in the case of 
the civil war greenbacks, which became re- 

deemable money by the Specie Resumption 
Act of 1875. (See Money.) 

Fictitious Payee 
A non-existent payee; a fictitious person 

to whom a check, note, or bill,of exchange is 

made payable. The term also applies to an 

existing payee whose name has fraudulently 

been inserted on a check, note, etc. 

Fidelity Insurance 
Insurance provided to indemnify employ- 

ers against loss by reason of the dishonesty 

of employees, or on account of the non-per- 
formance of contracts. In fidelity insurance 

contracts, the insurance company undertakes 

a suretyship issuing fidelity insurance bonds 
as a guaranty against loss arising from de- 

fault or dishonesty of the insured person. 
The beneficiary under this form of insur- 

ance may be a private employer, a state, 

county or municipality, or the United 
States Government. The former is the most 

common and of the greatest practical value. 

Fidelity insurance companies require each 

applicant for a bond for which insurance 

is to be provided to fill out a form. In con- 

sidering the application the reputation and 

past history of the individual is scrutinized, 

the opportunity or temptation for theft or 

dishonesty which his position offers, and the 

value of the property in his possession by 
virtue of his employment. In investigating 
his reputation the criminal and civil court 
records are consulted. Where the risk has a 
criminal. record the application is usually 

rejected. Fidelity bonds are issued for three 
classes of risks, larceny or embezzlement, 

culpable negligence, and the faithful dis- 

charge of duty. 

Fiduciary 
A person or corporation (bank or trust 

company) in whom certain property of the 

principal is entrusted for some purpose speci- 

ENCYCLOPEDIA OF BANKING AND FINANCE 

fied in the trust instrument. The most com- 

mon fiduciaries are trustees, executors, ad- 

ministrators, etc. 

Fiduciary Capacity 
A trust capacity; acting as trustee, execu- 

tor, administrator, guardian, conservator, 

committee in lunacy, receiver, assignee, for 

the principal by a person or corporation. A 
fiduciary capacity differs from an agency in 
that the latter does not involve court juris- 

diction, and can be terminated at a moment’s 

notice. 
National banks are permitted to act in a 

fiduciary capacity when not in contravention 
of state or local laws by authority of Sec- 

tion 11 (k) of the Federal Reserve Act 
(q. v.). Most of the states also have passed 
laws enabling state banks to act as fiduci- 

aries. (See Trusts.) 

Files 

See Average Loan and Balance File, 
Credit Files. 

Filler 

An Hungarian 
Moneys—table 2.) 

coin. (See Foreign 

Filling 

The part of a check which contains the 

amount written both in words and figures. 

The words and figures should agree, but the 

Negotiable Instruments Law _ states. that 
wherever there is a discrepancy, the sum 

denoted by the words is the sum payable, 
unless the words are ambiguous or uncertain. 

In that case the figures may be taken to fix 
the amount payable. 

Finance 

This term has three meanings: 

(1) To raise money necessary to organize, 
reorganize, or extend an enterprise, whether 

by the sale of stocks, bonds, notes, or other- 
wise. 

(2) A general term to denote the theory 

and practice of monetary, credit, banking, 
and promotion operations in the most com- 

prehensive sense. It includes money, credit, 

banking, securities, investment, speculation, 

foreign exchange, promotion, reorganization, 

underwriting, brokerage, trusts. etc. 

(3) Originally the term was applied to 

the raising of money by taxes or bond issues 

and the administration of revenues and ex- 

penditures by a Government. This is now 
known as Public Finance (q. v.). 
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Finance Bills 

A clean bill of exchange, usually of 60 
days tenor or over, drawn by a bank or 
banker in one country on a bank or banker 
in another for the purpose of raising funds, 
and especially when the interest rates in the 
country on which the bill is drawn are lower 
than in the country where the bill is drawn. 
Finance bills are not drawn against the 

shipment of goods; they are bankers’ bills 
as distinguished from Commercial Bills 
(q. v.). They are sometimes drawn against 
balances maintained with the drawee bank, 
but more often are not, being in the nature 

of an advance from a bank in one country 
to a bank in another. Finance bills are 
usually unsecured (up to a maximum limit), 
but sometimes bonds, stocks, or other col- 
lateral are pledged as security. The drawee 

bank accepts a finance bill for a fixed com- 
mission, but only of course when the draw- 
ing bank enjoys a high credit rating. Thus 
a finance bill is drawn for the purpose of 
raising funds to establish additional balances 
at home or abroad. 

Finance Committee 

See Savings Banks. 

Finance Company 
A term used to denote several different 

types of institutions. It is sometimes em- 
ployed in this country to denote a Holding 
Company (q.v.), and also a Commercial 
Credit Company (q.v.). In England the 
term usually refers to a company dealing in 
corporate securities. 

Financial Advertising Agencies 
Advertising specialists which devote their 

exclusive attention to financial advertising. 

With the growing tendency toward greater 
competition among banks for business and 
their consequent aggressive attitude, and the 

overcoming of conservatism and prejudice 
against advertising, a large number of adver- 
tising agencies specializing in the financial 
field, have been established in recent years. 
The services provided by these agencies is 

broadly of two types, individual and syndi- 
cated. Some of the more important types 
of services provided by these agencies are: 
newspaper layout and mat service, magazine 
layout and mat service, circular letters on 
various subjects, business and financial re- 
views, house organs, statement enclosures, 
window displays, pamphlet series covering 
special subjects, e.g., investments, savings, 
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trusts, custodianships, letters of credit, wills, 
etc. (See Advertising Department, Publicity 
Department.) 

Financial Chronology 
1786—Establishment of the double standard 

with a ratio of 1 to 15%. 
1792—Adoption of the ratio of 1 to 15 and 

establishment of a mint with free and gratu- 
itous coinage; the silver dollar equal to 
371% grains fine, the eagle to 247% grains 
fine. 

1792-1812—The First Bank of the United 
States. (See Bank of the United States.) 

1805—Cessation of coinage of the silver 
dollar. By the operation of Gresham’s Law 
(q.v.) most of these coins had already been 
exported in the trade with the West Indies. 

1812-1816—Period of rapid expansion of 
state banks. 

1816-1836—The Second Bank of the United 
States. (See Bank of the United States.) 

1834—Substitution of the ratio of 1 to 16 
for that of 1 to 15 by reducing the weight 
of the eagle from 270 grains to 258 grains, 
the present weight. 

1836—Coinage of the silver dollar renewed. 
1837—Fineness of gold coins raised from 

0.899225 to 0.900, and silver coins from 
0.8924 to 0.900, giving a ratio of 1 to 15.988++ 
between gold and silver, and fixing the stand- 
ard weight of the silver dollar at 41214 
grains. 

1847—Discovery of gold in California. 
1851—Discovery of gold in Australia. 
1853—Lowering the weight of silver coins 

of less than $1, to the extent of 7 per cent., 
and limitation of their legal tender power 
to $5. 
1853—Maximum gold production reached 

in California, when it amounted to $65,000,000. 
1861—Issue of United States Government 

“demand notes”. 
1862—United States Government begins to 

issue “legal tender notes” or “greenbacks”. 
1862-1879—Period of suspension of specie 

payments. 

1863—National Bank Act passed. 
1864—National Bank Act revised. 
1866—Act to provide for the gradual re-. 

tirement of “greenbacks”. This act was sus- 
pended by the act of 1868. 

1873—Panic. 
1873—Increase of the intrinsic value of the. 

subsidiary coins of the United States. Re- 
placing of the double standard by the gold 
standard. Reduction of the cost of coinage 
of gold to one-fifth per cent. Trade dollar- 
of 420 grains with a fineness of 0.900 author- 
ized and coined. 
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1875—Act abolishing coinage charge of 
one-fifth per cent. 

1875—Act providing for resumption of 
specie payments on January 1, 1879, passed. 
‘This act provided for the reduction of green- 
backs to $300,000,000. The act of 1878 
stopped this reduction. The amount then, 
as now, outstanding was $346,681,016. 

1878—Bland-Allison Act (q.v.) passed. 
The coinage of silver on private account 
abolished. 

1879—Resumption of specie payments. 
1890—Bland-Allison Act repealed. Sher- 

man Silver-Purchase Act (q.v.) passed. 

1893—Panic. The “endless chain” of re- 
demption of United States notes at the 
Treasury. Repeal of the silver purchase 
provision of the Sherman act of 1890. 

1900—Gold Standard act by which the gold 
standard was formally adopted, passed. 

1903—Rich Man’s Panic (q.v.). 
1907—Panic. Issue of clearing house loan 

certificates. 
1908—Act providing for emergency note 

issue by National banks. Appointment of the 
National Monetary Commission (q. v.). 

1913, December 23—Federal Reserve Act. 
1914, October 15—Clayton Anti-Trust Act. 
1916, May 15—Kern Amendment to Clay- 

ton Anti-Trust Act. 
1916, July 17—Federal Farm Loan Act. 
1917, April 24—First Liberty Loan Act. 
1917, September 24—Second Liberty Loan 

Act. 
1918, April 4—Third Liberty Loan Act. 
1918, April5—-War Finance Corporation 

Act. 
1918, April 23—Pittman Act (q. v.). 
1918, September 24—Trading with the En- 

emy Act. 
1919, March 3—Victory Loan ‘Act. 
1919, December 24—Edge Act (q.v.) or 

Section 25 (a) of the Federal Reserve Act, 
creating Federal foreign banking corpora- 
tions. 

1919, December 24—Gold certificates made 
legal tender. 

1920, May 29—Act to abolish sub-treasuries 
on June 30, 1921. 

1923, March 4—Federal Agricultural 
Credits Act. 

Financial Legislation 
See Bank Law, Financial Chronology. 

Financial Magazines 
The principal banking, financial, economic 

cand business magazines published in the 
United States (including several English 
publications) are listed below: 

Administration (monthly ). 
American Banker (weekly). 
American Economic Review (quarterly ). 
American Acceptance Bulletin (monthly ). 
American Industries. 
Annalist (weekly). 
Arkansas Banker (monthly). 
Banker-Farmer (monthly). 
Banker and Financier (semi-monthly ). 
Banker and Manufacturer (monthly). 
Bankers Home Magazine (monthly). 
Bankers Magazine (monthly). 
Bankers Magazine (London) (monthly). 
Bankers Monthly. 
British Columbia Financial Times (semi- 

monthly). 
Bradstreet’s (weekly). 
Bulletin of the American Institute of Bank- 

ing (quarterly). 
Bulletin of the Investment Bankers Asso- 

ciation (monthly ). 
Banking Law Journal (monthly). 
Burroughs Clearing House (monthly). 

California Bankers Association Bulletin 
(monthly). 

Central Banker (monthly). 
Chicago Banker (weekly). 
Clearing House (quarterly). 
Coast Banker (monthly). 
Commerce and Finance. 
Commerce Monthly. 
Commercial and _ Financial 

(weekly). 
Credit Guide. 
Credit Monthly. 
Credit World. 
Daily Bond Buyer. 
Dow’s Banking News (monthly). 
Dun’s Review. 
Economic Review. 
Economic World. 
Economist (Chicago) (weekly). 
Economist (London) (weekly). 
Federal Reserve Bulletin (monthly). 
Financial Advertising. 

Financial Age (weekly). 
Finance and Industry (weekly). 
Financial World (weekly). 
Financier. 
Forbes Magazine. 
Hoosier Banker (monthly). 
Investment News (weekly). 
Investor and Trader. 

Iowa Bankers Association Bulletin. 

Journal of the American Bankers Associa- 
tion (monthly). 

Journal of the Canadian Bankers Associa- 
tion (quarterly). 

Journal of the Institute of Bankers (Lon- 
don) (monthly). 

Chronicle 
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Journal of Political Economy (monthly). 
Kansas Banker (monthly). 
Kentucky State Bankers Association Bul- 

letin (monthly). 
Magazine of Wall Street (bi-monthly). 
Michigan Banker (monthly). 
Michigan Investor. 
Mid-Continent Banker (monthly). 
Minnesota Banker (monthly). 

Mississippi Banker (monthly). 
Montana Banker (monthly). 
Money and Commerce (weekly). 
Mountain States Banker (monthly). 
National Counterfeit Detector (monthly). 
National Financial News. 
Nebraska Bankers Association Record. 
North Dakota Banker (monthly). 
Northwestern Banker (monthly ). 
New York Safe Deposit Association Bul- 

letin (monthly). 
Ohio Banker (monthly). 
Oklahoma Banker (monthly ). 
Pacific Banker (weekly). 
Political Science Quarterly. 
Quarterly Journal of “conomics. 
Real Estate Record and Guide. 
Robert Morris Associates Monthly Bul- 

letin. 
Savings Bank Journal. 
Southern Banker (monthly). 
Southwestern Bankers Journal (monthly). 
Street. 
State Banker (monthly). 
Statist (London) (weekly). 
Texas Bankers Record (monthly). 
Trans-Mississippi Banker (monthly). 
Trust Companies (monthly). 
United States Investor (weekly). 
Western Banker and Financier (monthly). 
Weather, Crops and Markets (weekly). 

Financial News 
See Financial Magazines, Financial News- 

papers, Ticker. 

Financial Newspapers 
The principal daily financial newspapers 

exclusively devoted to financial subjects and 
published in the United States are: Wall 
Street Journal, Boston News Bureau, Journal 

of Commerce, New York Record, New York 
Commercial, Daily News Record, Financial 

America, and Chicago Journal of Commerce. 

Financial Responsibility 
A term used among bank credit men to 

indicate the financial worth, i.e., the con- 
servatively appraised net assets, of a credit 
risk. It is the ability of a borrower or pros- 
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pective borrower to pay his debts based on 
his wealth or property. Financial responsi- 
bility is measured by the Property Risk 
(q.v.). (See Credit.) 

Financial Solvency 
The normal condition of a business when 

current assets are in excess of current liabil- 
ities as disclosed by a true and correct finan- 
cial statement. Financial solvency is to be 
distinguished from Business Solvency (q.v.)- 
(See Solvency.) 

Financial Statement 
Another term for a balance sheet, state- 

ment of condition, and statement of resources 

and liabilities. (See Balance Sheet, Bank 

Statement. ) 

Financier 
One skilled in Finance (q. v.), but the 

term is particularly applied to one engaged 
in promoting and underwriting. 

Fine 
The degree of purity or fineness of a metal 

expressed in terms of parts, percentages, or 

carats. Fine gold is 100 per cent. pure, or 
unalloyed; gold which is 24 carats. (See 
Carat, Fineness. ) 

Fine Gold 

See Fine, Fineness. 

Fineness 
The amount of pure metal in a bar, ingot 

or coin; the degree of purity of a metal as 
expressed in terms of parts, percentages, or 

carats. The gold and silver coins of the 

United States are nine-tenths fine, meaning 
that they contain nine parts or 90 per cent. 
pure gold, and one part or 10 per cent. alloy. 
English gold coins are eleven-twelfths fine. 
Standard bullion is nine-tenths fine. (See 
Coinage, Fine, Mint Fine Bars, Present 
Standard of Weight and Fineness, Standard 
Bullion. ) 

Finger Print Identification 
A method adopted by a number of savings 

banks as a means of certain identification, 
especially of foreign-born and illiterate de- 
positors. Many savings banks located in dis- 
tricts serving a foreign population have ex- 

perienced difficulty and suffered losses by 
* reason of withdrawals from savings accounts 
by wrongful parties. Test questions in con- 
nection with withdrawals from savings ac-~ 
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counts by illiterate depositors have been used 
for many years, but they have not always 
proved satisfactory, especially where the de- 
positors are unable to speak English. 

Finger print identification is based upon 

the persistence of the skin patterns of the 
fingers, which do not change during the life 

of the individual, and which are different for 
each individual. Scratching and laceration 

do not ordinarily obliterate these patterns. 
The finger print is taken at the time an ac- 
count is opened upon the signature card, 

which contains the usual additional informa- 
tion e.g., residence, references, occupation, 

etc. At each withdrawal a finger print im- 
pression is taken and compared with the 
original without inconvenience to the deposi- 
tor. While finger print impressions display 
infinite variations and appear to be compli- 

cated, with a little study differences can be 
detected with comparative ease. 

The finger print system of identification 
removes the chief objection of savings banks 

in accepting accounts with illiterates. 

BIBLIOGRAPHY 

W. H. Kwirrin: The Savings Bank and 
Its Practical Work (1918), Chap. 35. 

Finmark 
See Foreign Moneys—Finland. 

Fireworks 

‘A stock market expression which denotes 
the soaring of prices in a single security or 
group of securities; a rapid advance in 
prices. 

Firm 
This term has two meanings: 

(1) A partnership; a business or profes- 
sional association of two or more persons as 
distinguished from an incorporated company. 
(See Partnership. ) 

(2) An expression which denotes steadi- 
ness in security or produce quotations. Prices 
are firm when they are stable, and resist 
decline, tending upward rather than down- 
ward. Though somewhat illogical in view 
of its derivation, a firm market usually im- 
plies one in which prices are fractionally 
higher ; it is mid-way between a strong when 
prices are rising, and a steady market when 
prices are stationary. 

Money is firm when interest rates hold 
Stationary. 

Firm Bid 
See Offered Firm. 
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First and Consolidated Mortgage 

Bonds 
Bonds secured by a first mortgage on a 

part or parts of such properties (usually of 
railroads) as have been consolidated, and by 
a second or even third mortgage upon the 
rest. These bonds are practically the same 
as General Mortgage Bonds (q.v.). 

First and General Mortgage Bonds 
Bonds secured by a first mortgage on a 

part of the property of the issuing corpora- 
tion (usually a railroad) and by general 

mortgage on the rest. Such bonds are some- 
times issued by a railroad in financing a new 
extension. A first mortgage is placed upon 
the new property, and if the previous mort- 
gages upon the old property are of the open 
type, the remaining equity in the previously 
mortgaged property is used as further se- 
curity. These bonds are also known as Gen- 
eral and First Mortgage Bonds. 

First and Refunding Mortgage Bonds 
Bonds secured by a first mortgage on a 

part of the property of the issuing corpora- 
tion (usually a railroad), but constituting a 
junior lien upon other parts, the debt upon 
which is being refunded. These bonds are 
practically synonymous with First and Con- 
solidated Mortgage Bonds, except that the 

latter issue is not a refunding issue. (See 
Refunding Bonds). 

First Bank of the United States 
See Bank of the United States. 

First Board 

On exchanges will deal in futures, the de- 
livery dates for the various positions are 
designated in advance by the exchange au- 
thorities. The first call for cotton, grain, 
or sugar is often known as the first board. 

The term is also used to indicate the first 
printed sales occurring on the New York 
Stock Exchange, 7. e., those between the 
10 A. M. and noon. 

First-Class Paper 
Gilt-edged paper made or indorsed by con- 

cerns which enjoy a nation-wide reputation 
for their products, financial responsibility, and 
credit standing, as distinguished from second 

and third class paper indorsed by names of 
companies not so well known and with less 
financial responsibility. This term is used 
primarily in connection with commercial pa- 
per marketed by note brokers. 
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First Consolidated Mortgage Bonds 
The first (in point of time) consolidated 

mortgage bonds issued by a _ corporation 

(usually a railroad). Such bonds do not 
necessarily represent a first lien upon the 
mortgaged property, since in most cases only 

a part of the pledged property is secured by 
a first mortgage. They are _ practically 
synonymous with First and Consolidated 
Mortgage Bonds, but should not be confused 

with Consolidated First Mortgage Bonds 
(q. v.). 

First General Mortgage Bonds 
Literally, the first (in point of time) gen- 

eral mortgage bonds issued by a corporation 

(usually a railroad). They are in no sense 
bonds secured by a first mortgage. Since 

general mortgage bonds represent in part a 
second or even lesser claim upon the mort- 
gaged property, it is not likely that an issue 
of second general mortgage bonds would 

ever be floated. It is, therefore, an equivocal 
title. (See General Mortgage Bonds.) 

First Lien 

The first claim or right against property. 
A first mortgage bond represents the first 
claim to the assets and earnings of a corpor- 
ation, after the preferential claims (taxes, 

wages, etc.) have been satisfied. (See Lien.) 

First Lien and General Mortgage 

Bonds 
Bonds which constitute a first lien (or are 

a first mortgage) on a part (usually a small 
part) of the property of the issuing corpora- 
tion and a general mortgage upon the rest. 

These bonds are the same as First and Gen- 
eral Mortgage Bonds (q. v.). 

First Mortgage Bonds 
Bonds secured by a first mortgage upon all 

or part of the property, as well as earnings, 

of the issuing corporation. While first mort- 
gage bonds are secured by property (usually 
real estate but sometimes chattels and current 
assets), they are not necessarily always first 

class investments. A second or even third 
mortgage bond of one corporation may be 
entitled to a higher investment rating than a 
first mortgage bond of another. A first 
mortgage security on a given property, 
however, is superior to any other se- 
curity on the same _ property. The 
soundness of a first mortgage bond 
as an investment depends upon the value 
of the property serving as security in excess 
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of the total par value of the bonds issued, 
the range of fluctuation of earnings, the mar- 
gin of average earnings over the combined 

operating expenses and fixed charges, and the 
probability of certain retirement of the bond 
at maturity. While foreclosure proceedings 
may be instituted upon default in payment of 
either interest or principal of a mortgage 
bond, there is always danger of loss because 
of the possible shrinkage in value of the 
property upon sale, and the delay and costs 
incident to legal action.’ (See Second Mort- 
gage Bonds.) 

First Mortgage Trust Bonds 
Bonds which are secured by a deposit of 

other bonds which in themselves are secured 
by a first mortgage. In other words these 
bonds are collateral trust bonds, the collateral 
for which consists of first mortgage bonds. 

First of Exchange 
Foreign bills of exchange and checks are 

usually issued in duplicate sets and sometimes 
in triplicate sets. The purpose of this prac- 
tice is to insure the ultimate arrival of the 
bill of exchange at the foreign point where 
it is payable. Duplicate bills with duplicate 
documents attached are transmitted on sepa- 
rate steamers to avoid inconvenience in case 
one ship is delayed and as a form of marine 
insurance—since it is not likely that both 
steamships will meet with a marine disaster. 
The first bill presented is paid, whether origi- 
nal, duplicate, or triplicate, 7. e., any of the 

set is payable if the others are unpaid. When 

one of the set is paid, a stop is automatically 
placed on the others. The duplicate bills are 
referred to as “First of Exchange’, “Second 
of Exchange”, or as “Original” and “Dupli- 
cate’. When only one bill of exchange is 
issued it is called sola, sole, or solus. (See 
Bills is a Set, Sola.) 

First Preferred Stock 

See Preferred Stock. 

First Refunding Mortgage Bonds 
The first (in point of time) refunding 

bonds issued by a corporation (usually a 

railroad or public utility). This title is mis- 
leading and does not mean that the bonds are 

secured by a first mortgage, as does the title 
Refunding First Mortgage Bonds (q. v.) 

First Teller 

Another title sometimes given to the pay- 
ing teller for the reason that he assumes 
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greater responsibility and usually receives a 
higher salary than any of the other tellers. 
(See Paying Teller.) 

Fiscal Agent 
Financial agent. A bank or trust company 

may be appointed to take general or special 

charge of the finances of .a corporation client 

in accordance with any agreement which 

may be made between them. Acting as 

treasurer, a bank or trust company may per- 

form such disbursing functions as paying 

bonds and coupons at maturity, bonds which 

have been called for redemption, dividends, 

interest on registered bonds, rents, etc. It 

may also receive sinking fund installments. 

The fiscal agent function is one of the cor- 

porate trust functions. 

Fiscal Year 

A term used to indicate the accounting 

year as distinguished from the calendar year, 
with which it may or may not coincide. The 
fiscal year is any annual period which a busi- 
ness or Government or sub-division thereof 
may select as a basis for closing its books in 
order to determine the results of operations 

and financial condition. Although most busi- 
ness enterprises close their books and take a 
physical inventory only at the close of the 
fiscal year, financial statements are often 
prepared monthly or quarterly without in- 
volving a closing of the books. The fiscal 

year of the United States closes June 30th. 
With most businesses, the fiscal year corre- 
sponds with the calendar year. 

Fitch Bond Book 

See Manuals. 

Five Per Cent Redemption Fund 
A cash fund from which National bank 

notes and Federal Reserve bank notes are 
redeemed by the United States Treasury 
when and if presented for redemption. 
Every National bank and every Federal 

Reserve bank is required to maintain on 

deposit in gold or lawful money a sum equal 
to at least 5 per cent. of its circulating notes 

secured by Government bonds. This fund 

earns no interest for the issuing bank and 

cannot be considered a part of its reserve 

against deposits. If bank notes are redeemed 

by the United States Treasury Department, 

thereby depleting the fund, the issuing bank 
must replenish it. (See Federal Reserve 
Bank Notes, National Bank Notes.) 

Fixed Assets 

Assets used for carrying on a business; 
non-trading assets, e. g., land, buildings, ma- 
chinery, equipment, furniture, fixtures, etc. 

These assets are of a permanent nature and 

are to be distinguished from current assets 
since they will not, in the ordinary course of » 
business, be converted into cash. They are 

also known as permanent, property, and 
capital assets. 

Fixed Capital 
Capital invested in fixed, as distinguished 

from current assets; the excess of fixed 

assets over fixed liabilities. Fixed capital is 
that usually furnished by the stock and 
bondholders, while working capital required 
for investment in current assets in part may 
be furnished by banks, or through the com- 
mercial paper market, on short-term paper. 

Fixed capital is regarded as “tied up” or 
“locked up” and consequently must be fur- 
nished permanently or for a long period of 
time. It is for this reason that stock and 
bondholders contribute fixed capital to a busi- 
ness. (See Capital.) 

Fixed Charges 
The expenses of an enterprise which are 

constant without regard to the volume of 
business transacted as distinguished from 
operating expenses, which fluctuate directly, 
if not proportionately, with the volume of 
output. Fixed charges usually consist of 
interest on bonded debt, taxes and rentals. 

Some accountants include also sinking fund 
charges and insurance. Since sinking fund 
charges really are a means of extinguishing 

debt, it seems more logical to segregate this 
item as a special charge. Insurance is more 

usually regarded as an administrative ex- 
pense. 

This term is generally used in connection 
with railroad finance since in this business 
fixed charges require a large proportion of 

the gross earnings. Railroad statistics show 
that fixed charges usually equal from 5 to 
10 per cent. of gross eranings. Under 
favorable conditions a_ railroad’s fixed 
charges should not exceed 50 per cent. of its 
net earnings. 

Fixed Income 

Income which does not fluctuate in accord- 
ance with the general price level. Those 
whose income is wholly dependent upon the 
return from bonds, annuities, or stocks, are 
said to have a fixed income. While business 
incomes and wages tend to rise and fall with 

i 
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the general price level, fixed incomes do not. 
The fixed income class also includes Govern- 
ment employees, teachers, ministers, etc., 
whose salaries stubbornly resist adjustment 
to changes in the general price level. A 

period of low prices is beneficial, and a 

period of high prices disadvantageous to 

those having a fixed income. 

Fixed Liabilities 

Liabilities which do not mature within a 
short time, usually one year; long-term 
liabilities, e. g., bonds, bonds and mortgages, 
and long-term notes. Sometimes capital 
stock is erroneously treated as a_ fixed 
liability, but it is more properly known as a 
capital liability. Strictly it is not a liability 
at all, but rather an accountability of a cor- 
poration to its stockholders. It has no 
maturity and stockholders cannot enforce 
payment so long as the corporation is a going 

concern; even in liquidation their claims are 
postponed till the creditors are satisfied in 
full. 

Bonds or notes maturing within a year 
should not be considered as fixed liabilities, 

unless they are certain to be refunded. 

Fixtures 
Any property or improvement affixed or 

attached to real estate so that it cannot be 

removed without damage to the real estate. 
On a farm, buildings, fences, wells, etc., are 

fixtures. 

The fixtures of a bank, e. g., vault, furni- 
ture, cages, etc., are not usually carried as 

assets, but are charged immediately to the 
expense account. This results in the creation 

of a “secret reserve,” 7. ¢., assets not dis- 
closed by the books of account. 

Flat 

A term used in bond transactions to denote 

that the price includes any interest accrued 

since the last interest date. Bonds are usually 

sold at a price exclusive of accrued interest, 

the accrued interest at the coupon rate being 

added. On the other hand, stocks are usually 

sold flat, 7. e., exclusive of any accrued divi- 

dend. (See Accrued Interest.) 

Fleece 

A stock market expression in bad odor 

meaning to take advantage of the innocent 

amateur in speculation who “goes it blindly” 

and is either uninformed or misinformed. 

(See Lamb. ) 
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Flier 

A plunge in stocks; a reckless commitment 
in stocks. A purchase or sale of a highly 

speculative security with the hope of making 

a large profit, but with the full understand- 

ing that a correspondingly large loss is 

equally possible. A stock market commit- 
ment undertaken with full realization of its 
speculative nature out of a spirit of gambling 
and with a gambler’s chance of winning. 

Float 

This term has two meanings: 

(1) To market securities; to offer for 
sale an issue of bonds or stock to investors 

for the purpose of raising capital. Securities 
may be floated by an underwriting syndicate 
or securities company, or by the issuing 
organization direct, 7. e., “over the counter.” 
Government issues are floated through the 

agency of the Federal Reserve banks. (See 
Syndicate, Underwriting. ) 

(2) An account also known as floating 

account which holds the out-of-town checks 
outstanding in process of collection. Banks 
forward out-of-town checks for collection 
either through correspondent banks or Fed- 
eral Reserve banks, as collecting agents. 

While such checks are in transit, 7. ¢., in the 

process of becoming collected and converted 
into cash, they are known as the “float”, and 
represent contingent rather than actual assets. 

They cannot be counted as reserve and must 
be segregated from cash balances. The 
“float” or aggregate of out-of-town items in 

process of collection is held in two general 
ledger accounts entitled Due from Banks, 
Collections ; and Federal Reserve Bank, Col- 
lections. 

The Federal Reserve banks also have a 
float account consisting of the aggregate of 
out-of-town items which are in the process of 
collection for member banks. Before the 
Federal Reserve Check Collection System 
(q. v.) was in operation, the float for the 
country as a whole amounted to a very large 
figure, due to the fact that checks were often 
out a month or more before presented for 

final payment. The Federal Reserve check 
collection system has greatly reduced the 
outstanding float and accelerated the collec- 

tion of checks by insuring prompt presenta- 
tion and because of the quick availability 
made possible by the daily inter-district set- 
tlement through the Gold Settlement Fund 

(q. v.) The Federal Reserve check collec- 
tion system has also reduced the loss in the 
use of funds and consequently secured 
greater economy in the employment of bank 
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funds for exchange purposes, which has 
been reflected in lower exchange rates. 
(See Federal Reserve Check Collection Sys- 
tem, Due from Banks Collections Account, 

Federal Reserve Bank Collections Account, 
Transit Department. ) 

Floating Assets 
Same as quick or Current Assets (q. v.) 

Floating Capital 
Capital invested in current as distinguished 

from fixed assets. Economists refer to 
floating and circulating capital as that which 
is constantly being turned over by sale, 1. e., 

capital used for trading purposes. John 
Stuart Mill says that floating capital “does its 
work not by being kept, but by changing 
hands.” Floating capital is also known as 

circulating capital and is vaguely equivalent 
to Working Capital (q. v.). 

Floating Charge 
A term used chiefly in England to denote 

an unsecured debt, e. g., debenture bonds. 

Floating Debt 
The aggregate of current indebtedness, 

whether accounts or notes payable, or other 
current accruals, of various current matur- 
ities, as distinguished: from funded debt, un- 

funded debt or current liabilities maturing 

within the current year. The term is used 
of the short term indebtedness of a business 
corporation or of a Government, state or 
municipality. 

Floating Supply (of Securities) 
That portion of the listed stocks or bonds 

of a corporation which is available for trad- 
ing and speculation, 7. e., in the hands of 
brokers and speculators, as distinguished 
from investors. A large part of the secur- 
ities, and especially stocks, of large corpora- 

tions is never purchased outright by inves- 
tors, but is carried on margins. Whatever 
amount is so carried by brokers on margin 
for the account of customers, constitutes the 

floating supply. Stocks owned outright, re- 
tained in safe deposit boxes, and not placed 
on the market, or subject to speculative com- 

mitments, do not constitute floating supply. 
The floating supply of some securities is 

small. This is true of the securities of the 
investment class, or those which for some 
other reasons are closely held. The floating 
supply sometimes is so small that a premium 
is charged for borrowing. This occurs when 
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short selling has been excessive and brokers 
find it difficult to borrow stock from ordi- 
narily available sources with which to make 
delivery. 

Float Ledger 
See Collection Ledger. 

Floor 

A term to signify the floor of an exchange 

where brokers engage in trading. Only 

members of the exchange are admitted to the 
floor with the exception of necessary clerks 
and other employees. 

Floor Broker 
A Two-Dollar Broker (q. v.). 

Floor Trader 

A member of the stock exchange who 
trades exclusively for his own account, not 
accepting orders for customers, as _ dis- 
tinguished from a commission broker who 
maintains a commission house and trades only 
for the accounts of his customers. These 
brokers constitute what are known as profes- 
sionals. By their close contact with the mar- 
ket and their knowledge of its technical 

position, they are able to take advantage of 
the slightest change in prices. They are also 
known as room traders. 

Florin 

This term has two meanings: 
(1) A Netherlands coin. (See Foreign 

Moneys—table 2.) 
(2) An English coin. 

Table. ) 
(See English Money 

Fluctuating Principle 
The factor or factors which are respon- 

sible for the range of price fluctuation, 1. e¢., 

movement up and down, of a security. Diif- 
ferent classes of both bonds and stocks are 
subject to a certain price range, 7. e., upward 
and lower limit of price fluctuation. The 
chief factor determining the fluctuating prin- 
ciple of bonds is interest rates, and of stocks, 
general business conditions. There are sec- 
ondary factors, however, which must be 
taken into consideration. While the fluctuat- 
ing principle in civil bonds is_ restricted 
almost solely to interest rates, in the case of 
corporation bonds general business conditions 
and the earnings of the issuing corporations 
are also determining factors. The fluctuating 
principle in stocks is influenced by general 
business conditions, earnings of the corpora- 
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tion in question, call money market, stability 
of the enterprise, and technical conditions 
within the market. The fluctuating principle 
is sometimes a special factor; thus, a con- 
vertible bond is subject to fluctuation in 
accordance with the movement of the stock 
into which it is convertible. 

To illustrate the meaning of fluctuating 
principle and its use in determining invest- 
ment values and speculative possibilities, the 
following list showing the percentage of 
decline in the most important classes of 
securities from top to bottom in the bear 
movement of 1906-1907 is given*: 

PUEICCEL SITATES, L500 OSvacdeccsavckasecseacacecsssvoaee 5.0% 
UL LETT Cy obs Sa oe ma 8.0% 
MMIC Hits FOTOS 4 sree cate chicvensaceecacyecsetn LALO Te 
Railroad Bonds (Underlying liens).... 12.5% 
Mish PSCC See le eatea cr ine iocdetiten ioe 15.7% 
[LAT iS gg lil 8 (0) Ca 0 Bicaede per RoR teat gE Di 24.0% 
Cay as Lg Sa C1 d's Bd sence ne te A et eae 24.0% 
Railroad Preferred Stocks... 28.5% 
Industrial Preferred Stocks... 34.0% 
Railroad Common Stocks. .........:..c.s:00 41.0% 
Industrial Common Stocks.......0...c.0 48.5% 
MTN D SUGCKS rere tins pete nalareie icc 64.2% 

Fluctuation 

The variation in prices up and down. 
One-eighth point is the smallest variation in 
price recognized on the New York Stock 
Exchange. 

Fluid Assets 
See Current Assets. 

Fluid Capital 
See Floating Capital. 

Flurry 
A commotion in prices; a sudden and 

sharp advance or decline of prices on a stock 
market or commodity exchange, due to tem- 
porary alarm or enthusiasm, e. g., a sharp 

advance in money rates, a favorable political 
event, etc. A flurry is of short duration, 
without effect on fundamental market con- 

ditions, and produces no lasting effect. 

Flush Production 

A term applied to an oil well or to the oil 
properties of a company to indicate that the 
period of time which it will last and the rate 
of output is uncertain; unsettled production. 

Fly-by-Night Corporation 
A stigmatic term used with reference to a 

business organized to exploit a_ highly 

* Paul Clay: Sound Investing. 
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speculative, unsound, or temporary venture 
and controlled by officers who have little or 
no moral or financial responsibility; a cor- 
poration having a shady personnel and which 
is not likely to succeed and therefore likely to 
be of short duration. The term is especially 
used among bank credit men of a corporation 
of doubtful or worthless credit standing, 
without any of the elements necessary to 
make a good credit risk and therefore not 
entitled to credit. 

For a Turn 
An expression used to indicate a specula- 

tive purchase or sale for the purpose of mak- 
ing a small but quick gain. 

For Cash 

Securities or commodities purchased out- 
right for transfer and delivery immediately, 
for which cash is paid in full. Deliveries of 
securities purchased for cash must be made 
by the seller to the buyer on the day of the 
sale. 

Forced Circulation 

Fiat money ; money which is not supported 
by a special reserve, but which is legal 
tender in payment of all debts and forced 
into circulation. This type of money has 
not been in circulation in this country since 
the Civil War. 

Forced Liquidation 
Urgent selling ; when owners of securities 

or commodities are obliged to sell their hold- 
ings for cash in order (1) to obtain funds 
necessary for other purposes; (2) because 
carrying charges (usually interest rates) 
have advanced so that it is no longer profit- 
able to hold them; (3) to prevent the com- 
plete exhaustion of margins in case of a fall- 
ing market; or (4) to stop further loss. 

Forced Sale 

A sale of property or assets compelled by 
certain circumstances such as (1) sale of 
mortgaged property in default as a result of 
foreclosure, for the purpose of satisfying 
creditors; (2) voluntary sale of a debtor’s 
property to satisfy creditors; and (3) sale of 
merchandise to prevent moving it to another 
site in the case of expiration of a lease. 
Forced sales may be accomplished by means 
of an auction, closing out sales, etc., it being 
generally understood that the owner must 
make some sacrifice in order to¢ realize 
quickly. (See Forced Liquidation. ) 
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Foreclosure 

A legal term to denote the process of law 
by which the right of a mortgagee, or anyone 
having interest in a mortgage (such as a 

mortgage bondholder ) when the conditions of 
the mortgage have been violated, to compel 
the mortgagor to redeem the pledge or to 

forfeit his right of redemption. It is a privi- 
lege given to the mortgagee upon default in 

the payment of interest or principal of a 

mortgage to enforce payment of the debt by 

selling the property which it secures. In 

‘most states the property covering the mort- 
gage may be sold under a power contained in 

the mortgage itself, but in other states, the 
mortgagee must apply to the courts for an 

order for foreclosure. The proceeds of sale 
of mortgaged property are applied first to 

the indebtedness secured by the mortgage and 
the foreclosure expenses, and the balance is 
paid to the mortgagor. 

It is not always possible in a foreclosure 

sale to realize a sufficient sum to satisfy the 

mortgagee in full. In this event the mort- 

gagee has an unsecured claim against the 
mortgagor for the remainder. (See Deed of 
Trust, First Mortgage Bonds, Mortgage. ) 

Foreign Agencies 
Agencies of domestic banks located in 

foreign countries. A National bank is 
authorized to establish agencies, as dis- 

tinguished from branches, for specific pur- 
poses, but not to carry on a general banking 
business, in foreign countries. Federal Re- 

serve banks may, with the approval of the 
Federal Reserve Board, establish foreign 
agencies or correspondents, and open and 
maintain accounts with them for the purpose 
of purchasing, selling and collecting bills of 
exchange. Federal Reserve banks may also 
open and maintain accounts for, and act as 

agents of, foreign banks established in this 
country. The Federal Reserve bank of New 
York maintains accounts with and for ten 
foreign banks. (See Foreign Branches.) 

Foreign Banking Corporations* 
Corporations organized under the Edge 

Act (q. v.) and the various state banking 

*To date two foreign banking corporations 
have been organized under the Edge Act, viz: 
First Federal Foreign Banking Association of 
New York, and Federal International Corporation 
of New Orleans. Some of the foreign banking 
corporations organized under state laws are: 
American Foreign Banking Corporation, Asia 
Foreign Banking Corporation, French-American 
Banking Corporation, International Banking Cor- 
poration, Mercantile Bank of Americas, Park 
Union Foreign ,Banking Corporation, Shawmut 
Corporation, Discount Corporation of New York, 
International Acceptance Bank. 

laws to engage in the foreign banking busi- ° 
ness. The powers of these corporations, 

described under Edge Act, are practically the 
same whether organized under federal or 

state jurisdictions. Their purpose is to 
stimulate foreign trade by providing a ma- 
chinery for extending credit to importers and 
exporters for periods longer than is per- 

mitted by sound commercial banking practice. 
These corporations relieve the commercial 

banks from carrying the entire burden of 
financing foreign trade, setting them free to 

concentrate in the business for which they 

were originally designed—to finance domestic 
trade. 

Foreign banking corporations organized 
under the laws of other nations with 
branches established in this country, must 
comply with the laws of the state in which 
such branch is located. Usually a license fee, 
evidence of authority from the nation of 
incorporation, and consent to submit reports 
upon request, are required. 

Foreign Bill 
See Inland Bill. 

Foreign Bills of Exchange 
First read Bill of Exchange. 
Bills of exchange drawn on a foreign 

drawee, and payable in a foreign country. 
They are the chief means by which settle- 
ments are made in international trade. 
Foreign bills of exchange are classified in 
many different ways, giving rise to much 

confusion among laymen, due to the fact 
that these classifications are not mutually 
exclusive, but on the contrary, overlap. 

The following are five important classi- 
fications : 

I. As to Class of Maker 

1. Government or Official Bills. 
2. Bankers’ Bills (including  traveler’s. 

checks ). 
3. Commercial Bills. 
4. Express Company Drafts. 
5. Shipping Bills. 
6. Postal Money Orders. 

II. As to Maker’s Purpose and Types of 
Transactions out of Which Bills Arise 

1. Drawn against Funds, Balances, or 

Accounts. 

a. Cables. 

b. Checks. 

_¢. Commercial Bills. 
2. Drawn for Borrowing Purposes. 

a. Finance Bills. 
b. Reimbursement Bills. 

——. 
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3. Drawn against Merchandise. 

. Cotton Bills. 

. Steel Bills. 

. Grain Bills. 

. Breadstuffs Bills. 

. Petroleum Bills. 

. Machinery Bills, etc. 

4. Drawn against Services. 

a. Ocean Freight Bills. 

b. Marine Insurance Bills. 

c. Bankers’ Commissions Bills. 

d. Merchants’ Commissions Bills. 

e. Masters’ Drafts. 

5. Drawn against Securities. 
a. Purchase and sale of stocks and 

bonds. 

b. Dividend and interest remittances. 

III. As to Security 

1. Clean Bills. 

2. Documentary Bills (shipping documents 
attached). 

3. Bills with securities or other valuable 
documents attached (including insurance 
policies, matured coupons, bonds, mort- 

gages, etc.). 

IV. As to Maturity. 

moO Oo 

(Time of Payment.) 

1. Cables. 

2. Sight, Demand, or Presentation Bills 
(checks ). 

3. Arrival Bills (shipping documents at- 
tached ). 

4. Time Bills. 
a. Short Bills (less than 30 days 

after sight or date). 
b. Long Bills (30 days or more after 

sight or date). 
c. Days after date Bills. 

V. As to Domicile. (Place of Payment.) 

1. Domestic Bills in foreign currency. 

2. Foreign Bills payable in— 
a. Dollars. 
b. Sterling. 
c. European Decimal Currencies. 
d. Other Countries. 

None of the above classifications is 

mutually exclusive, and it is possible, for in- 

stance, to have a 60 day sight bill, drawn in 

sterling on a commercial house, supported 

by documents growing out of a shipment of 

cotton, and payable in London. This may be 
referred to as a foreign bill, sterling bill, 

commercial bill, documentary bill, long bill, 

time bill, or cotton bill. It is each and all 

at the same time. 

The following is a general classification of 

foreign bills: 
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1. Commercial Bills. 

1. Documentary Bills. 

a. Short (demand or within 30 days 
sight). 

1. Documents against acceptance Bills. 
a. Discountable abroad. 

b. Held abroad until 
without discount. 

c. Not discountable abroad _be- 
cause not in native currency. 

2. Documents against payment Bills— 

not discountable abroad. 
3. Documents on arrival—not dis- 

countable abroad on account of 

indefinite maturity. 

b. Long (30 days sight or more). 
1. Documents against acceptance Bills. 

a. Discountable abroad. . 

b. Held abroad until maturity 

without discount. 

c. Not discountable abroad _ be- 
cause not in native currency. 

2. Documents against payment—rarely 
over 90 days. 

3. Days after date Bills. 
a. Discountable abroad. 
b. Held abroad until 

without discount. 
c. Not discountable abroad because 

not in native currency. 

2. Clean Bills. 

. Cables. 

. Checks. 

. Sight, Demand, or Presentation Bills. 

. Time Bills. 

1. Discountable abroad. 
2. Held abroad until maturity with- 

out discount. 

3. Not discountable abroad because 
not in native currency. 

Il. Bankers’ Bills. 

1. Tenor (term). 
a. Cables. 
b. Checks. 
c. Short Bills (within 30 days sight). 
d. Long bills (30 days sight or more). 

2. Purpose. 
a. Against current balances. 
b. Against open credits—Finance Bills. 

(See Banker’s Bill, Clean Bill of Ex- 

maturity 

maturity 

muon fp 

change, Commercial Bills, Documentary 

Bills, Documentary Commercial Bills, Domi- 
cile, Grain Bills, Finance Bill, Foreign 
Exchange, Sterling Bills.) 

Foreign Bonds 
See Foreign Corporate Bonds, Foreign 

Government Bonds. 



270 

Foreign Branches 
Branches of domestic banks located in for- 

eign countries or branches of foreign banks 
located in this country. 

National banks having a capital and sur- 
plus of at least $1,000,000, may establish 
branches in foreign countries and in the 
insular possessions of the United States, by 
permission of the Comptroller of the Cur- 
rency and under the regulations of the 
Federal Reserve Board, but very few have 
exercised this privilege to date. The laws 
of some of the states, e. g., New York, also 
permit state banks and trust companies under 
their jurisdiction to establish branches in 
foreign countries, provided certain capital 
requirements are met. In New York state, 
a state bank or trust company must have a 
capital and surplus of $1,000,000 and obtain 
the written consent of the Superintendent of 
Banks. 

For branches of foreign banks established 
in this country see Foreign Banking Cor- 
porations. 

Foreign Collection Items 
See Foreign Collections. 

Foreign Collections 
A term which includes two classes of 

items: (1) bills of exchange payable abroad 
and taken by a bank for collection only, i. e., 

for credit (or payment) to the account of the 
customer only when and if paid abroad; and 
(2) bills of exchange payable in the United 

States taken from foreign correspondents for 
credit (or payment) to their accounts only 

when and if paid. The former are some- 
times called “outgoing” or “export” collec- 
tions, and the latter, “incoming” or “import” 
collections. 

Foreign collection items consist of com- 
mercial bills of exchange with and without 
documents attached, money orders, matured 
bond coupons, matured bonds and_ bonds 

called for redemption, travelers’ checks, etc. 

Commercial bills taken for collection arise 
through the fact that the drawer has no es- 

tablished line of credit, is unable to give ad- 
equate guarantees, and therefore cannot sell 

his bills, or that the goods against which the 

bill is drawn have been sold on a C. O. D. 
basis, or that the maker or indorser of the 
bill desires to earn interest on the bill that 
would have been surrendered through its sale 
or discount. 

the face of time bills taken for collection for 
the time elapsing between its presentation to 
the drawee and the approximate due date of 

Frequently interest is added to . 
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the arrival of the return remittance to the 

collecting bank in this country. 

Foreign Corporate Bonds 
Bonds of business corporations of foreign 

countries. A number of investment houses in 
New York City specialize in these issues. 

Foreign Correspondents 
A bank in a foreign country selected to act 

as agent for a domestic bank, and in which 
balances are maintained. (See Correspond- 
ent. ) 

Foreign Department 
The department of a bank or trust com- 

pany which handles that part of the business 
which originates in, or is destined to, a for- 
eign country. A completely equipped foreign 
department is prepared to perform practi- 

cally all the banking operations that a do- 
mestic banking department performs, except 
in smaller volume, and its scope is therefore 
as broad as the banking business itself. 

The chief functions of a foreign depart- 
ment are: (1) to discount and make ad- 
vances against clean and documentary bills 
of exchange drawn against banks, corpora- 
tions, firms, and individuals in foreign coun- 
tries; (2) to issue commercial and travelers’ 
letters of credit; (3) to accept bills of ex- 
change drawn under letters of credit; (4) to 
buy and sell gold bullion; to buy and sell 
foreign coin and currency; (5) to sell 
checks, mail payments, money orders, and 
cables on foreign banks; and (6) to collect 
bills of exchange, checks, foreign bonds and 
coupons, money orders, etc. 

The chief “desks” or sections of a foreign 
department are: (1) Exchange Bought; (2) 
Exchange Sold; (3) Commercial Sight 
Credits; (4) Commercial Acceptance Cred- 
its; (5) Travelers’ Checks and Letters of 
Credit; (6) Foreign Collections; and (7) 
Foreign Coin and Currency. 
The foreign department is usually operated 

as if it were a bank in itself. The bank 
places a certain sum for investment in for- 
eign operations, e. g., balances abroad, dis- 
counting bills of exchange, etc., for which 
the manager of the foreign department is. 
accountable. A separate set of books and 
general ledger is maintained, which must at 
all times tie up with the books of the general 
bookkeeping department. (See Foreign Ex- 
change. ) 

Foreign Department, Clearing House 
Formerly the department of a clearing 

house association, which collected checks for 
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its members over a wider territory than the 
city in which it was located, e. g., foreign de- 
partment of the Boston Clearing House, 
which before the inauguration of the Federal 
Reserve check collection system in July, 
1916, collected all New England checks. 

Other clearing house associations also form- 

erly maintained foreign departments, but 
have been superseded by the Federal Reserve 
Check Collection System (q. v.). 

Foreign Deposits 
Balances on deposit with a branch, or cor- 

respondent bank, in a foreign country. 

Foreign Exchange 
The mechanism by which commercial, in- 

vestment, and other transactions between 

countries are settled. While foreign ex- 
change is usually defined as comprehending 

all those transactions that are concerned with 
the purchase and sale of the money of for- 
eign countries, it is more accurately de- 
scribed as the transferring of credits or deb- 
its through their banks by individuals or 
corporations in one country, by obtaining 
credits or debits on the books of banks in 
other countries, which are correspondents or 

branches of the banks through which trans- 
mission is arranged. 

Transmission of foreign exchange may 
take the form of a Cable Transfer (q. v.), 
commercial or bankers’ bills of exchange 
(see Foreign Bills of Exchange), interna- 
tional postal money orders (see Money 
Orders), Mail Payments (q. v.), Travelers’ 
Cheques (q. v.), and Travelers’ Letters of 
Credit (q. v.). While foreign exchange, and 
not foreign money, is normally used in the 
settlement of international transactions, yet 
each foreign exchange instrument mentioned 
above is convertible into the currency of the 
country in which it is made payable. 

Thus, foreign exchange is a method of 
effecting payments in a foreign country with- 
out the actual shipment of gold, although the 
latter is practically the only universally ac- 
ceptable medium for the settlement of bal- 
ances arising among countries in their trad- 
ing interrelations.. Gold shipments, however, 

are reduced to the minimum, since a nation’s 
exports are largely offset by its imports, or 
vice versa. 

Foreign exchange is closely akin to do- 
mestic exchange, and is arranged through the 
maintenance of reciprocal balances by banks 
engaging in the business. For example, 
leading New York and London banks main- 
tain accounts with each other, just as many 
country banks in the United States keep bal- 
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ances with a New York correspondent. The 
difference is that the New York bank keeps 
a balance with its London correspondent in 

pounds sterling, and the London bank keeps 
a balance with its New York correspondent 
in dollars. By this arrangement, it is pos- 

sible for the New York bank to sell its cus- 
tomers—importers for example—who owe 

money in London, bills of exchange drawn 
in favor of London exporters. When the 
London exporter receives the bill of ex- 
change, he presents it for payment or credit 
to his account, whereupon the London bank 
reduces the balance maintained with it by 
the New York correspondent. Should the 
sum total of bills which a New York bank 
sells against its balance in London equal the 
sum total bought for building up its London 

account, then no settlement is required. But 
if the New York bank sells more bills on 
London than it buys, then it will deplete the 
balance to its credit with the London bank. 
This can be replenished by (1) shipping 
gold, (2) buying London exchange from 
another New York bank, or (3) borrowing 
in London. 

Foreign exchange differs from domestic 
exchange in another important respect. It is 
impossible for an individual or corporation 
in the United States, for instance, to settle 
a foreign obligation by drawing a check on 
a local bank in favor of the foreign seller. 
This is true because (1) the check is payable 
only in the currency of the United States, 
and (2) the credit of the individual is not 
sufficiently well known. Bank credit, espe- 
cially those of the larger institutions of the 
East, however, is established internationally ; 

so that the exchange facilities of these banks 
must be called upon to execute transfers of 

credits and debits abroad. 
Exchange is accumulated, 7. e., banks in 

the United States may establish and increase 
their credit balances with correspondent 
banks abroad in the following ways: (1) by 
purchasing bills of exchange arising out of 
merchandise exports and forwarding them 
abroad for collection and credit; (2) by pur- 
chasing bills of exchange arising out of the 
sale of American securities abroad; (3) by 
borrowing from foreign banks (see Finance 
Bills) ; and (4) by shipping gold. 

Exchange is sold, whereby balances main- 
tained by banks in the United States abroad 
are reduced, in response to the following 
sources of demand: (1) importation of mer- 
chandise; (2) purchase of foreign securities 
by American investors; (3) lending of funds 
in the foreign markets; (4) payment of 
various Invisible Imports (q. v.); (5) pay- 
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ment of services, e. g., ocean freight and 
marine insurance charges; (6) immigrant’s 

remittances. For the settlement of balances 

between two countries see Balance of Trade. 
Foreign exchange rates are subject to con- 

stant fluctuation, but unless a nation is un- 
able to settle its trade balances in gold, com- 
mercial rates can fluctuate only within cer- 
tain defined limits above or below the Mint 
Par of Exchange (q. v). This differential 
or range of variation, the upper limit of 
which is called the “gold export point” and 
the lower limit “gold import point’, is de- 
termined itself by a variable, consisting of 
the sum of the following costs: (1) loss of 

interest on the gold while in ocean transit; 
(2) ocean freight charges; (3) marine (and 
war risk) insurance charges; (4) packing 

and unpacking charges; (5) bullion broker’s 

profit; and (6) terminal haulage charges. 
Under ordinary conditions the cost of ship- 

ment of gold from the United States to Eng- 
land is not over 3 cents per pound sterling. 
Under war conditions the charge may be 
greater, due to increased charges for marine 
and war risk insurance. Market quotations 
will not rise appreciably above the mint par 
of exchange, since the foreign exchange 
banks, seeing an opportunity for profit, will 
sell bills of exchange against shipments of 
gold. Conversely, if market quotations fall 

too far below the mint par, these banks will 

buy bills of exchange and order the importa- 
tion of gold. 

Within the limits imposed by the Gold 
Points (q. v.) as explained above, foreign 

exchange rates can and do fluctuate. Such 
fluctuations are caused by the variations in 
the supply and demand of bills in the foreign 
exchange market. Foreign shipping is some- 
what seasonal in character and whenever ex- 
ports largely exceed imports, a correspond- 
ingly larger volume of bills is offered for 

sale than there are orders to buy. In absorb- 
ing the excess of bills to be purchased, rates 
tend to fall. Conversely, when imports ex- 

ceed exports the demand for bills is greater 
than the amount offered for sale, and rates 

tend to rise. This normal limitation in the 
fluctuation of exchange rates is predicated 
upon the free movement of gold among coun- 
tries. If, for any reason, a nation declares 
an embargo upon gold exports, or if its gold 

reserves are so depleted that it can no longer 

settle its trade balances in gold, then the 

normal limitations of rate variation are no 
longer valid, and market rates may diverge 
widely from the mint parities. (See Arbi- 
trage, Buying Rate, Cable Rate, Check Rate, 
First of Exchange, Foreign Bills of Ex- 
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change, Foreign Moneys, Foreign Govern- 
ment Bonds, Letters of Credit, Long Rate, 

Marine Insurance Certificate, Position Sheet, 
Short Rate.) 
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Foreign Exchange Broker 
A bank, foreign exchange house, or dealer, 

who buys and sells foreign exchange. 

Foreign Exchange Market 
There is no formal market or exchange 

where foreign exchange is traded in. The 
market consists of the large New York 
banks and other banks of the United States 
and the rest of the world which are in direct 
cable communication with one another, also 

various investment houses, and foreign ex- 
change brokers and dealers. In New York 
City, the principal foreign exchange houses 
are in direct contact with one another 
through a system of private, as well as pub- 
lic, wires. Since London time is about 4 
hours ahead of New York time, the cue for 
each day’s rates is taken from London quota- 
tions. 

Foreign Exchange Rates, 
See Foreign Exchange, Foreign Moneys. 

Foreign Exchanges 
The English equivalent for foreign ex- 

change. (See Exchanges.) 

Foreign Government Bonds 
Bonds which are a direct obligation of a 

foreign government. These bonds are of 
two classes: (1) External Bonds (q. v.)— 

those marketed, intended for investment by 
investors in another country, and payable 
both as to principal and interest in the cur- 
rency of that country; and (2) Jnternal 
Bonds (q. v.)—those marketed primarily in 

the country of issue, and payable in the cur- 
rency of that country. The external bonds 
of foreign countries which have been mar- 
keted in the United States are also known as 
dollar bonds. The market for this class of 
bonds has expanded greatly since the World 
War, and practically all of the European na- 
tions, and some of the South American and 

Asiatic countries have borrowed in the 
American market by means of selling their 
external bonds. Nearly 5 billions of foreign 
government bonds were listed on the New 

York Stock Exchange on July 1, 1922. A 
few foreign government issues are payable 
in several currencies, and are known as Mul- 

tiple-Currency Bonds (q. v.). In addition 
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to foreign (national) government bonds, 
there are many foreign municipal issues 
available in the American market. 

As to security, foreign government bonds 

may be divided into two classes:(1) prom- 
ises to pay or certificates of indebtedness 
without collateral; and (2) those secured 
by a pledge of specific assets. Most issues 
are of the former type. The latter type is 
exemplified by the Japanese Tobacco 4%s 
Sterling Bonds, secured by an annual charge 
upon the net revenue of the Japanese To- 

bacco Monopoly, and by the Mexican Exter- 
nal 5s of 1889, secured by the hypothecation 
of 62 per cent. of the national customs re- 

ceipts. 
As investments, the value of these bonds 

depends upon the same factors as United 
States bonds, 7. e., upon the good faith, 
honor, political stability, state of industrial 
advancement, and commercial ability of the 
issuing government. It is sometimes ob- 
jected that government bonds, not being sub- 
ject to foreclosure, are inferior to mortgage 
bonds, since in case of default, there is no 
remedy at law. For a government to default 
in the payment of its bonds, however, would 
be credit suicide. With its credit standing 
undermined, it would be compelled to do 
without funds from outside sources, until it 
had paid its debts, and restored its credit. 

Once a government’s credit has been im- 
paired, a long time is required to rehabilitate 
it. New funds, moreover, are obtainable 

only at high rates of interest. 
The record of defaulted government bonds 

as compared with bonds of other classes is 

favorable to the former, the percentage be- 
ing less than for railroad and industrial 
bonds, and about equal to that for gas and 
electric company bonds. The Russian and 

Mexican bonds are principal issues now in 
default. 

Most of the foreign government bonds en- 
joy a ready market in the United States, and 
bear a relatively high interest rate. The 
chief countries having external loans in the 

United States are United Kingdom, Canada, 
France, Japan, Belgium, Argentina, Switzer- 

land, Italy, Sweden, Norway, Denmark, Bra- 
zil, Chile, Uruguay, Bolivia, Newfoundland, 
China, Cuba, Czecho-Slovakia, Russia, Mex- 
ico, Austria, Queensland, Panama, Jugo- 
Slavia, Colombia, Netherlands and Dutch 
East Indies. (See Foreign Corporate Bonds, 

Insular Bonds. ) 

Foreign Items 
Checks, drafts, bills of exchange, ete., 

which are payable in a foreign country. 
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This term is also quite generally employed 
in banking practice to apply to checks, notes, 

drafts, etc., which are drawn and payable 
within the United States, but payable at a 
point outside the place where they are de- 

posited. In other words, this term is often 
used synonymously with transit items, and 

out-of-town items. 

Foreign Liquidation 
The selling of American 

holders or speculators abroad. 

securities by 

Foreign Moneys 
The principal facts concerning the impor- 

tant foreign moneys are presented in the 

accompanying tables, designated as Table 1 
and Table 2. In the first table, which is ar- 
ranged alphabetically by countries, the legal 
standard, monetary unit, value of monetary 

unit in terms of the American gold dollar, 
and value of the American gold dollar in 
terms of the monetary unit of each foreign 
country, are given. In Table 2, which is ar- 
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ranged alphabetically by moneys, the name of 
the countries in which such moneys are used, 
the equivalent value in larger or smaller 
divisions of money in terms of United States, 
are exhibited. It is thought that by using 
both tables, the reader will be able to find the 
value of any important division of the prin- 
cipal foreign coinages. 

Unless otherwise noted, values are given 
in gold. 

For those who wish to make a more thor- 
ough study of monetary systems, e. g., de- 
nominations, weights, metallic composition, 
and fineness of standard and subsidiary coin- 
ages, reference may be had to the following: 
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(See Foreign Exchange, Money.) 

LIST OF MONEYS OF FOREIGN COUNTRIES 

TABLE 2 

Arranged Alphabetically by Moneys 

* Silver standard, with silver at $1 an ounce. + Paper money at approximate value. 
All other moneys quoted as if. gold. 

Value in 
United States 

Name of money Country or Countries where used Division Money 

PATNA oct ct aceseonneees: Trachea’ 2.55.8... eehsch eee eet ca te ene ear 1/16 of Rupee’ “ize $0.02028 
Dalbia. aes. Patiagiia (25 .9e.....cee ess cecal siete. «ccc hearer eee 100 centesimos. .......... 1.00 

TALL Dit bectectesssevess RRMA a. Feiss sce thes eee sn: kes mee EPS 1/100 of, Lew Soria 1.00193 
Behona sence as IM GtOCGa y. aie... Aetna sae ee 1/20 of Rialocni wane 0.03612* 
PSQRA GH Tig .ccgeecerocaes A Dy SSiniaiy:..cteth... Weiter ts hace ae eee Res 1/100 of Talari_ ........ 0.00754* 
Biter ei eae Vairginndslarids.: [0 oo ielic. vce eee eee tee 1/100 of Pranc Sta 0.00193 
ESOLLY atid acedithean cadet Venezitela ic ia. tice eee eee 100 centimos ........... 0.19295 
PS OVAIaNIO Weitere cocks Boltyiae ics eae Se ea eee 

SORT tre ane se United States, Canada, Cuba, Hawaii, 
Porto Rico, Newfoundland, Liberia, 
British’. Hor ata ww: .cccstsecoscsee seem eee coe? 1/100 of Dollar ........ 0.01 

Cait ites isceene deine Ceylon, Zatigibate sis. /.5 cer .icies eee ee tenes 1/100 of Rupee ........ 0.00324 
(Saas Be Hong kotag 965 i tasces ios cteetiocdceres a eee vasa 1/100 of Dollar ........ 0.00780* 
Cents itis Nether lard $55.7) Gicge aa. 35c5 et «ck des SSM et one fas tes 1/100 of Guilder ...... 0.00402 
Cents y.ccccue Argentina Weccke issih ae eetaeoiec 1/100 of Pesos cae 0.00965 
Ceontavowetnwaiae se Bolivia. <238...0 See ee 1/100 of Boliviano .... 0.00389 
Cette yGiits bested SSE N Ean ang cca ne sock cae ga SR es 1/100\0% Péso Ge 0.00365 
Canta voted aces Colombia:3y.::..20 enh ee 1/100 of Peso) fae 0.00973 
Centra fase. Beeuador: 12. sae coubialosatesttd des ale Samer ie en te tee 1/100 of Sucre’ ima 0.00487 

Centavoriuno st. Gaatemalays) ik ee re AN ee See eee 1 /100'of Peso, var 0.00040+ 
Centavo gasses: Honduras 60... ue > je ee ee 1/100 of Peso: nc eamn 0.00723* 
Centavo-<sceccmecn Mexico 2.52/5.300h eae eee ce ee eee 1/100 of Pesovestan 0.00498 
Centivo*. ee NICAL AR Uae <ccokheacdpele eset cones cited mae cae 1/100 of Cordoba ...... 0.01 
Centavo: oops Parag ayiniinc-dustieevcce teats ss Prcedee eeaa ee renee fee 1/100 of Pesominiee 0.00965 
Centavarieo ae Philippines’ and Salvador Niwas one 1/100 of Reso Vata 0.005 
Centavo's.c.ncuee Pers. iaee. kin eos 1/1000 of Libra ........ 0.00487 



VALUES OF FOREIGN COINS IN TERMS OF UNITED STATES MONEY 

TABLE 1 

Arranged Alphabetically by Countries 

Value in 
United 

Legal Monetary States 
Country Standard Unit money 

1 OVRSES Ta FEW SO eR TN Silver coc: Talatiecacueancee $0.7527 
BRS MAM ISE AM cls svat Ave osascetaeirs SSTIVOL snsotaes Rupee: scicckaweceons 3437 
OS RGTVRTS OE Re Gold?.......... P@S0 Wikis emee .9648 

PATISEY Me cc cc escses Goldiiiicac Pound Sterling...... 4.8665 
UA MIS CRAMMER thn ccsivscccacesces (Golder Krone eal iene .2026 

Bee lat tienen osc ccecostee (SO ltecen Francisca cee 1930 
Bolivia itera Goldiiearen Boliviano 3893 

Brazil ornate. oa... Gold?.......... Milreiss\oyaaeuere 5462 

British Colonies— 

Australis TTF Gold.nonnn-Pound Sterling. 4.8665 
British Hondurasiaaeene EOLA seo. csiass Dollargeneeine 1.0000 

ee : :b.6 00 fe Eee Pound Sterling...... 4.8665 
British West ee Dollar oe 1.0000 
Bulgaria ..ccumneaenrennee 070) ha Lev \sccecoctecrenrpeeeeeey 1930 
MEN Ada. ..sccccccecneeteeereeee een Goldene... Dollar. 1.0000 
BPG V ION ......cscosecceouncstethsesianeres Goldz?.......... Rupee: seciecsecosyenetnee 3244 
BMIO NCE... <..sscconecsnscett Penance Gold?.......... Peso | jcc 3650 

BA TTOY  .eccossovaesseane 7753 
(anton eevee 7728 

BENEETOO ..cvccormrte 7415 
Pian Kiang os. CEES 
IEOMIALL ......ccrssconctes 7171 

THEMWWAN  ..cccssessrtns 7888 

(customs ) 
EV IMICOW? cos ecose0ce oes 7254 

Taelt.. < Kiaochow. .:.........-.. 7509 
Nani et... 7672 

China maeatece Silver <¢ Niuchwang .......... .7280 
Ning pomeniecccs: 7454 
Pelcirrenmnccce rere... 7558 
shang had tea... _ .7082 
SUOMI ea ee ee 7162 

OE tn itilaaanttinals > a. | Te ea ABQG, NX F 

A en heh / | Mortar wareehire, y nae 5080 
Dollar+ ) Hongkong ............ 9099 

| British vas een tate .5099 

Mexicanie eo SSW 
Chosemorisorea ): «.........cee Baldy. is3. Dre R UE ACES .4985 
Ore) sve) EEN rold....:....:.. Peso. oe ee es 9733 
Ory 3 FO LS (ce Ye Collate Colon. 222 4653 
COTES Bosse cc csvecssssvaseosseas tn KGrchl deeee eee Pesor ieee ee 1.0000 
Denmark :.0.0...:3.i..08 eee “1 ae ee Kroner ee ese .2680 
Dominican Republic ............ REO ccs cssdentes Dolla eee 1.0000 
Eeuador 3 ee Pepa eee SUCKS eer eee 4867. 
Egypt, soscsveceeeeeee Wrold Wisse. Begs Pounder 4.9431 

Kritrea 4.) Silver ........ Talléraove coe 7234* 
Finland eee ss... Gold# te Maria mnmsceen .1930 
Fir ala Cerne ec acess Gold AA rane ce cee 1930 
French Indo-China................ Silvers Piastre weeny .7812* 
MESES RIE 4) tr Gold/z325; Mark ean aaa 2382 
SP OSS Golds Pound Sterling .... 4.8665 
RRC OME ose acacuess ccesgctud Goldie ene Dracnina) See 1930 
Pye 22 Ue Ee ai es Silvereaan PESO Ras ioe 4729+ 
Ve ORGY. J SeR Ai a Oo AGO ieee Gourde. 3). .2000 
BM CDN EE eco ess cassoc sesteseo eee Golde Dollar ee 1.0000 
POI Ut asus ccc st ee Silvieigne IRECSOMR ete 4729+ 
ERM ONG its -<acassssecertenae Silvera DOUAr cistevataee 5099+ 
ELUM AT Y (0. .cdiccevsncscartneee eee Goldie YONG aoe eee. .2026 
ondias( British) sence see, Gold2. xe Rimee uh ae 4866 
Rtalyec ih) ae eee (Gold sense: Dito wee ec .1930 
SAD AT oo, Loca, aos eeuteee eae eee Golda PACS § Meta MOR vl MAS 4985 
HT AMA Nenvecerassnhce xeon ee Goldy cae Ctl ets et csceareetece 4020 
KOrea teas eee eee: Golda: Bir | et rice abe Mae 4985 
Liberia ce. See eh nae ra) (a BP ae Dollars seen 1.0000 
Malay Federated States........ DIVere un ollarge tee .5678* 
MEXICO 20s tana. Golds oh ie Presa @ ices 4985 
Montenegrb emcees. Gold jaan: Perpenauarsa nce .2026 
MOTOCCO ts were ea tiiiieniel: Silver ........ Ria lee eke 7234* 
Netherland Sierra tees Golda Guildereecncs eee 4020 

(Florin) 
Newtoundland ¥..0ii3:.cc.%.00ca. Golds DOM AT Me tyes ecsasteces 1.0000 

Newt Zealand ciiiicns koto. Goldane.ae Pound Sterling...... 4.8665 
PN CACAO TA Nees tins cyte a cevess AS OL Cee ce Cordoba Man wise 1.0000 
NOE WAV ee crieictcrncsecccnceveceostiank GOld osu Kerongainsscnece 2680 
Ei Rie RUGS te len on (Gold2mees: Balboawiseccce.. 1.0000 
Parag iay tes cacaetncmiocan Goldjce PeSCaery atures 9648 

(Argentine) 
Persia sstscisnaiatcetieintzeeaniaes eet Soa oo SS 08714 

Petite coc teeta: Golder: MID Ta pea Reece 4.8665 
Perit p pies erase ctews sesh lactcise Gold?e sn. PBS Ore eae pis Tieeies 5000 
PTE ICD See ateck sodacapes cess (JOld ees Dallaire: 1.0000 
OLDS Ala deit yet races era) ts Ree al, PsCudOwacatinou 1.0805 
IN BEAR Ia ata eee kee Golawey Leila satan ner, .1930 
EAU CHE Bag ie SAC tel oa A (C foi fa eres RUDIER ess setae 5146 
ALVAGOE Weripitstecceceactiemtteesss Goldisueeees Colonics ea: 5000 
Sf leh fou BLcreritetve Wareereny Bane ona (GOIGS iccaes Dollar owes ee 1.0000 
Beet ited. at Wo saccade Gold oe is Dinara sees 1930 
Sat oiiclsare starrer ess Goldson SLE (ae seer penne tt .3709 
SS DAN ecrarraee bee hese Suan teneenessbsos (Glace POSEta qatianchentes: .1930 
Straits Settlements................ Gold?.......... Dolan cna. 5678 
SS WEGEM Uscieaeraicimi i tedtecsies Crolgae esc, IR CONG. tees sivtsclers .2680 
SSWWALZET Late Sr. sesereectereneite ta ae Gold peer: Branca ue .1930 
MELE KEV, prcroestenrendtoescsseromnetepa: CROLL ietriasens GSB LEGA css rispesrensine 0440 
DEG TYG TE seamen teenie aren lpn. Am COG ticcisese Peso erate nike 1.0342 
IWENEZUEIA  ouiicterycaruttvnercteeene ‘ig fede Bo yeaa BOlivat Wwescevcscetes .1930 
AN ZAL Cece ieonace Olds, ceases TRUDER pisces isccice 3244 

* Based on silver at $1 per fine ounce. 

Value 
of $1lin 

U. S. money Remarks 

$1.3268* 
2.1460* 

1.0365 Currency: Paper, normally convertible at 44 per cent. of face value; now 
inconvertible. 

2055 
4.9358 

5.1813 Member Latin Union. 
2.5687 (12% bolivianos equals 1 pound sterling.) 

1.8310 Currency: Government paper normally convertible at 16 pence ($0.3244) 
per milreis. 

.2055 

1.0000 
2055 

1.0000 

5.1813 
1.0000 
3.0823 Currency: Silver. 

2.0740 Currency: Inconvertible paper. 

The tael is a unit of weight; not a coin. The customs unit is the Haikwan 
tael. The values of other taels are based on their relation to the 
value of the Haikwan tael. 

(1) 

4 citation ee cad a ae gt gt SpE Er ee Fy hy 

The Yuan silver dollar of 100 cents is the monetary unit 
republic; it is equivalent to .644+ of the Haikwan tael’ 

j 

i 

2.0061 } 
1.0274 Currency: Government paper and gold. 

2.1486 
1.0000 
3.7314 
1.0000 
2.0547 
.2023 The actual standard is the British pound sterling, which is legal tender 

for 971% piastres. 

1.3824* 

5.1813 
5.1813 Member Latin Union. 

1.2800* 

4.1976 Currency: Reichsbank notes. 

2055 
5.1813 Member Latin Union. 

(1) Currency: Inconvertible paper. 

5.0000 Currency: Inconvertible paper. 

1.0000 

(1) Currency: Bank notes 

(1) 
4.9358 
2.0550 (10 rupees equal 1 pound sterling); silver in circulation. 
5.1813. Member Latin Union. 

1.0000 No Liberian gold coined. 

1.7613* Silver in circulation. 

1.0000 No Panamanian gold coined. 

1.0365 Currency: Depreciated paper, now inconvertible. 

(1) Currency: Silver circulating above its metallic value; gold coin a comimod- 
ity. only. 

9255 Currency: Inconvertible paper. 

5.1813 Currency: Notes of the bank of Spain. 

5.1813 Member Latin Union. 

22.2084 (100 piastres equal to the Turkish pound.) 

+ Based on values given in Treasury Department Circular, issued April 1, 1922, 
(1) Value fluctuates in accordance with the gold price of silver. 
21n reality, Gold Exchange Standard (q. v.). 

ee 
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Value in 
United States 

Name of money Country or Countries where used Division Money 

RGEPILAVO sccncscccosee BME OPCS A LS «cr cfech vec vicsteacasanstclovscon netnenine eaieaee te eine. 1/100 of Escudo ...... 0.01080 
TITIES Biter POLLY © a, «on. skcccenscsctnsven vasannsbiactions oeratmmmladan lice 1/100 of Balboa ........ 0.01 
Centesimo ..... Beate S ATIMITAA,. 5, ss cockgscdevps cn creavantoneracieeiecaree ear MERC 1/100 of Lira ............ 0.00193 
RT acti tS UT LAY, . acs vesvcasecsvonbadcvnge eeeca core nr ede OR 1/100 of Peso ............ 0.01034 
SRNR octet CANS RICO). ons. ps echskoiniccederseateaeeeee ae ecto: 1/100 of Colon .......... 0.00465 
Centimo ....ccccove ene ty PRIMED \wasens ans htoesnnccnchictak medi ee 1/100 of Peseta ........ 0.00193 
Centimo ......c000 OREN MMCE IC La pan ctociecycicemicssbin danse ae eee 1/100 of Bolivar ...... 0.00193 
SERAICIITIC: soveceeseescnesos> France, Belgium, Monaco, Switzerland.......... 1/100 of Franc .......... 0.00193 
SO UE REE Te ER rc deci pbk alice Na dec 0 a 1/100 of Gourde ...... 0.002 
RE RANCEITNES? ccececacennsactees Perercu) o> China i... .cy este eceaet aeeees 1/100 of Piastre ...... 0.00781* 
LE a A SE BLU AOL enced rca coo A CR ee 100 centavos ...........+ 0.50000 
IRE PE reer EEE, FR ICTA, ,...... seoyncsoaanslinceipaciosopeardetigutebstacermarn: 190 centimos ............... 0.46536 
OD Le = aS Nata INICAL AG Ua ors. ogiemecten ene eeR a 100 centavos. .............. 1.00 

oS ee SS BEDI eee tan astute cle chertbnaiodscerai bee xeneaetes ett 100 Datas: ns serance 0.19300 
ta ee Bets RAT IAA Vey coe cesccseouscetect xtasesopbines ection. 1 /50 of shahi ....:....... 0.00133* 
CTE ye geile ai United States, Canada, Hawaii, Porto 

Rico, Newfoundland, Liberia, British 
EARL aS en taste eee sre LEU renee TOU Getits tees acon 1.00 

Serer aes PS MEAIAys MEGECEOICH “ssta LOS nc wocacasclehG reece: 100 Gents Se 0.56776 
TAIAL ..s.cecceesnce wat Clit ag fens 1h ay erp AOL A UREN SRLE Re 40 aie (O00 conte yn 0.77998* 
EY Sere RE a tara secant ccd sos sep sontncuen st vozsnesasncnsasenesgciors 100 Jentay, 2, boo sue 0.193 
ESOT mecsecsecconses ost Bay a0 aN ed ceria Uh a eo EL ait yh eat 100 centavos ..........0 1.08056 
sy i CODA so ee fpesesnsscnssesvcnconscuseconccssseeescessesonnesanonsotoees 1/100 of Yuan .......... 0.00777* 
eS ee ES Je vintee hg st SO ep LAL ee ae Mie ermine Bee Pon, Z| 1/100'0f Krone ........ 0.00203 
7 Gh eee PUT INET LatiEl SO eset hice toes ccsaahun wuceacidectoendes ame 100 céfits’ Bice ee 0.4020 

ER aon t coatear0- Belgium, Heats Monaco, Switzerland............ 100 centimes .............. 0.193 

nT een Un Ee Ui a QU e EM ALE che Se RENCE M eck LR Rete Be ore Ug 100 centimes ............... 0.20 
NMA MPESUOTS Vie te OTOL LATS Fa 025, 0708 lear toy tockcernstoe ch oeebens prea ROOF Cents at entce 0.4020 
Eo ica ce wcne bie UTIGELTA RE ets eee ec taics sc anchoderes aca aet donee ee 1/100.of Krone ........ 0.00203. 
Le Ea DES TTCTE tg ts By Nate BR Ao ea APL aE ne 1/100 of Ruble .......... 0.00515 
ET eet peereee ake ieee dave fs tase scart ote hs eee tne PAP Giialieeuea eee A ees 0:133Z5* 
POE. dedike Heh ERPS LT W Oy the oats ives saa ctt coer san cnadatens seah-mneanenaie TOO Rilletesa aioe, 0.20263 
REGO? codon cevccess SAIS ET 320 eo a. cn nce uanyuassienivca cans eectetienrel LOG helléss..3 eas 0.20263. 
AS SS ee Denmark, Iceland, Norway, Sweden................ Pore Se ore 0.2680 
NR PR RAL ag recs scdin ct anh sndoacspstrvndbacnsnnnactaredsasnupeagevs 1/100 of Drachma .... 0.00193: 
RECT cdescesteee tL MENTO Sep Rk RR WE Bd SRA ee eee UR MOM Shack LOU at Fea te ic 0.193 
(UR 6) eee coun METLDETS pe DRE Deva el oe eee ORSON Nie Bend ARPA Me LOU stotinkgs *ixc.c..- oss 0.193 
Libra SN OME Pe Thea Se cliaatbdsaritecicwbdact hcaeche-cttcotepsemeeetmree 1000 centavos. ............ 4.86656 
St i ee ae SEE ee este alec sa lovacinscrtecnettoadtutnaseotecste tte 100 centesimi ............ 0.193 
Maria Theresa 
eee ee See NYY SEIT TAY ccies sjchcetenrosexraccoersncseanneccebteeimesseunaserntee TOO Cente) sa. 0.74899* 
a eae ee FTE EET ALY, 9 aces «Fin ud gsda dunpcivercoads ovantaoy soodbehaneanreaacen geese 100 pfennige ............... 0.23821 
EG cS a TRE UA Me ean ce aes St A sesansis-ocysundlicecaetbearee ree TOO penta: ion)...c-n08 0.193 
Millieme ........... eR Teo, Ricanddd tbcinccs penntcvoacsuenunaceaermnee Ly10 of Piastre 7... 0.00494 
Milreis ........00 Pee PEAR os ae sedis kadds bdcbcen sauce iosdonaueeoneviat eee TURE TOI Or. eon eee 0.5462 

TPT got Esa Seer PRESS TTS Cen Ce 0 Ae Se aes SEE EAR 2 SB TOO eis chk 1.08056. 
10 ke Denmark, Iceland, Norway, Sweden................ 1/100 of Krone ........ 0.00268 

BE oto eesstaecieis OPER DUS Es cba 5 eats So cide cacunee uta dtametntie reek 1/100 of Dinar .......... 0.00193. 
BASIN Gee Sodocench oarbcess (Ea un alee 6 lpn Mek ea aaa oe eo Eee eonen eee OAL 30 Fearon SYIOU OF Perper ease 0.00203 
Cee al nl eee RE NE a2. o. 55 bntsevlcbaks divssnsdavn cents tig Racca 1/4 of Millieme ........ 0.00123. 
SRO EC cuhckernses TAOS Ed Peed Somes Seana gees Fur: RG). Pat Sn Ob 2D. 1/40 of Piastre ....ccscx 0.00109 
BRITE cons csecssediecee ML TRIER oi, facil t205c0-scocebte sodosvcipvoceneetinioees aA 1/100 of Markka ...... 0.00193. 
Cy ean United Kingdom, Australia, New Zealand, 

ACER Ee oe sag i ie ee 1/12 of shilling ........ 0.02028 
BOR TIOT dor slits te, BR EEE 8 hinun cs is talcenstp thacephesedig iia Meioce, LURE DATA crtitccnsnrsioae nt 0.20263. 
og Es eae ie en a Nn, Shciaes Sec seta Ng eee oe 100 centimos. ............0 0.193 
ea SORE. Se oe RRNA ee Nea, vos shccnareutincabok kamiegask: 100 centavos. ........c.v0 0.96475 
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Value in 
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Name of money Country or Countries where used Division Money 

OSG Ai cisssccateaees oh ea, 2 5 abet ct toca vases ease ae le te ne 100 centavos <..e 0.365 
| Sa" ge OP epee et. RO erie sis scans tev cteeace cakaccatl eae reese eeteatat 100 centavos (a eaces 0.97331 
Pesan ota ce rae ye i ci soce suet obbenks hase tee eee eI 100 centavos ...2.c<cicess 1.00 
Pesaran Gourteriiaday, (tl testhoncftscnetateceees tinea eee eee 100 centavos ..4.......0 0.04+ 

Pesaxi ns. en, Phonichetas s b.2apiieca.cloldcscockss ss cons ieee neers DOUECENTAVOS — inceae 0.72338* 
bag e a fue ea ae brie a MEENACO ai oh rie Si Resales eactsancacde entire ete eee LOU centavos ss2imac 0.49846 
PESO avatcsiabeaiieio-s PROTA TTS S07 40 nok tio tetccaveatitey abd eee ee Ee 100 centavos. ...........00 0.50 
Peete tae eee sas Ere tah ch per MP ere er eR ee 8 Wn SM FOO centavos S.nc..80e 0.96475 
Pec Wi icaicnuscke Pailin pme sie. el. cnateetee Gal eae eee ee eee em 100 centavos .......c:0.0 0.50 
Pfennig (e) © ........+. COTM ANY, BUT 8is aed ee koa iad canasnae sta ee 1/100 of Mark .......... 0.00238 
ABA 2 1 | Sg ie sR TES VDE ayaa, eissossesloceectavtdect reat etcetera ee eee 1/100 of Eg. Pound.. 0.04943 
PHASER E ss accascscuntin Brench. Indo-China Vass. cissccteteesccesehest a eee LOO centimes |.:..c.cc.08 0.78125* 
PHAStEeR on cdee Dotty key. heels Soe Ute 8 ea. ase er ee 1/100 of Tk.Pound.... 

PAL DAL HS oats vvarsvscte en 0.0440 
PATE ab ile si dexatelicaotten Drv tey ice ccarctanciss datene beet ecived di tos tec assest eee ae eS Afi tee 0.00507 
id Pr ee ne Srey Wea le LIVATAS 2S Aehakl eu sanednea. tedeton Ceneeatienes atk eee «ene 1/12 of anna ......0....... 

aie Uo OEM DICOUL -jrositen rade 0.00169 
Pound Sterling...... United Kingdom, Australia, New Zealand, 

oy Kena lat Bal nmr s beta ee my Rem wh 4 Were Elrod ZU SHINING Siac canes 4.86656 
Found, Meyvptian:..wey pb tic.q na css tmtrae eeareeeeeteaa ttre mene LOO Diastres=.n ene. 4.94307 
Pound. Turkish 71 uriveys erica vcctes meee aes veel neee anos eee ee LOO DIastres. | ere 4.39642 

Reis(Real)  .......... | Foes 2b Meyer ge Rial Sigs Dy Rar RS yg RI Foot 1/1000 of Milreis ...... 0.00054 
ia eres MOrOCER Bie Oi Ui ce etic i ete ane ieee eee ZU Delions 2. keer 0.72338* 
bebe et a SM BAe ete nee J EUTVEUID I, Resies Gaps sid sees eens aes Goeandctna seen ace tn eeeee P/10:0f Sen a eae 0.00049 
USK, 9} (Ue ey my ot eS IEDR ETE bene OTE Retake AUER RA ERE BRM Se 100 kopecks ..............23 0.51456 
PRUDEE Seite Cevion,) Zanzibar isis adie seem eee LOU centso)2 eee 0.32444 
RUupeesiuvcesen., ATICIA : Gatal ala svhatosg covcacsbnrseet seca Aceh Ect ean Coe beets LOANNAS Sateen 0.32444 

Setanta eee: SO LAIR aes. stds oho dety aa hl av Ercan TE kha Re ee b/100 of ical yee 0.00371 
eee Tiles teratedio ees pees JAAD abet, i fespieeectec tek csuscs uceose oan cians er ore U/100 of Yen (sce 0.00498 
PIVGlres esse et et Ae POPSUr snc Cae ear senccae ener agit hs es oe tote L/20 of Krane ii. 0.00666* 
pend EC ate gee iene tele United Kingdom, Australia, New Zealand... ~1/ 200% Pound vane: 

CECA io oelacs canst co avdatincecss AOC Oe eee 17 peice ee ee 0.24333 

OLD icatee age an POL taxied ini we eee ee L710 of Dibract as 0.48665 
SERVED sr ouiiscctiies sadn IN CEDOr Tani S is tatcter thet shuee cs tee ee SCENTS woe me ee 0.02009 
SROtUCd (1) ears Bul@ar ia’ ye pocciess cisnetectecstecdinat otros eae ee eee eee one LALOW Of ey Paeensesss 0.00193 
Slleneiens cerca ECUsOt a ceicccs 4 keen scot toe ee ee LOO centavos sei. 0.48665 
AANA E soecsoatascutetss A by S$ ithiay i. .c.67capreueisev gare uaceantl -ceseeenas eee ane LOU DeSe 2 ea 0.75368* 
MB TerOCd } inca ks. FOr it Fe 2ira 4 sis ccseenccsdcochinedctsaeckantitydemereteent ae aeeeat iene TIRE DESC eye eee 0.72338* 
Thaler (Maria 

ER@T@RAY Covi eaee ARDY SSIM Ia oc sveonCeadsocsn eared ant hicas ese astra eee LOU certs eee. 0.74899* 
LDN) (tf CI Be Aah cto SS LATIN Hebi kat daade tosench ctv cdleheme cba sibys tate Hien een LOO’Satanciear ace 0.37085 
YATES EI a Svcgtaseoniee PAPAIE iaseapincsvasdaudtecsnsuseguian one cvcuh cr geeeeee Tena na nEe ED ROW Seiad ee tee ese 0.49846 
Mata rie Grete ee eae CHa tN 2a 2 sac cco daca teodivs Seca bocguds Uece te ls iei oka eit: Carer nae ea LIN Cetitarent ee 0.777 10* 

Foreign Postal Money Orders (000 Pomitted) mite 
See Money Orders. Year Exports Imports Trade Balance 

. By LOZ 20 ie ee $3,831,260 $3,112,273 $718,897 
Foreign Securities 192) fase 4,485,123 2,509,025 1,976,097 

See External Bonds, Foreign Corporate 1920............ 8,228,016 5,278,481 2,949,535 
Bonds, Foreign Government Bonds, Internal  1919............ 7,920,426 3,904,365 4,016,061 
Bonds, Multiple Currency Bonds. ty JOIS Saale 6.449.085.) 73,031:213.. 53117 872 

‘ ADT ices 6,233,514 2,952,467 3,281,047 
Foreign Trade 1916 ane 5,482,641 2,391,635 3,091,006 

The following significant foreign trade 1915.00.00... 3,554,670 1,778,598 — 1,776,072 
data, showing exports, imports, and trade 1914............ 2,113,625 1,789,277 324,348 
balance of the United States from 1912 to 1913............ 2,484,018 1,792,596 691,422 
1922, are presented: TWOTZ Rey 2,399,216 1,818,217 580,999 
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Forfeiture 

The loss or relinquishment of money de- 
posited to secure or bind a contract, or part 
payment of a purchase, as a penalty for non- 
performance or non-fulfillment. As an illus- 
tration the case of a purchaser of stock in a 

National bank undergoing organization is 

cited. The law permits the subscriber to pay a 
first installment of 50 per cent., and the re- 
mainder in five 10 per cent. monthly instal- 
ments. Upon failure to make the instalment 
payments according to agreement, the stock 

is then sold to the highest bidder. If the 
selling price is no more than the amount of 
the delinquent instalment, the original pur- 
chaser forfeits his entire deposit; but if it 
is in excess of the delinquent instalment, the 
original purchaser is entitled to the excess up 
to the amount of the original deposit. 

Forged Instruments 
Checks, drafts, bills of exchange, notes, 

bonds, stock certificates and paper money 
with false signatures or false denominations 
or false instruments with genuine signatures. 

_ The losses due to forged bonds and stock 
certificates have been considerable in the 
past, and one of the functions of the New 
York Stock Exchange is to prevent this 
abuse. The New York Stock Exchange 
guarantees the physical genuineness of all 
listed securities traded in by its members. 
A bank is liable for paying a check with 

a forged signature. A bank is bound to 
know the signatures of its depositors; con- 
sequently, all checks passing through a bank 
are examined as to their signature by the 
paying teller or signature clerks before they 
are paid. A bank is not liable to a depositor, 
however, for the payment of a forged or 
raised check unless the depositor notifies the 
bank that the check was forged or raised 
within one year after the return of the 
voucher of such payment. 

Since paying a forged check is one of the 
chief risks with which a bank is confronted, 

banks should educate their depositors to pro- 
tect their blank checks as a means of com- 
bating this risk. Depositors should keep 
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blank checkbooks under control and be able 
to account for each of the series. Checks 
should not be signed in blank, nor should 
blank checks be given away to strangers. 
(See Alteration, Counterfeits, Forgery, Sig- 
nature Department. ) 

Forgery 
In its broadest interpretation forgery is de- 

fined as “making or altering any document 
with the intention of prejudicing another 
person. Forgery consists of the fraudulent 
application of a false signature to a true in- 
strument, as well as a true signature to a 
false instrument, any material alteration of 
an instrument being forgery. Thus placing 
a false signature on a check, raising the 
amount, changing the payee’s name, or the 
number of the check with intention to de- 
fraud, constitutes forgery. The alteration 
of a passbook entry likewise is forgery. 
Forgery is a statutory crime and is punish- 
able by imprisonment. (See Alteration, 
Counterfeits, Forged Instruments, Raised 
Bills. ) 

Fortnightly Settlement 
See Settlement Days. 

Forward Movement 

A market expression which refers to a 
general rise in the price level securities or 
commodities in which all listings participate. 
The expression may refer to a rising price 
tendency for the day, or for a period of time. 

Foundation 
An institution established on a permanent 

basis by private endowment, e. g., college, 
hospital, research bureau, church, scientific 
institution, etc., or the endowment fund itself. 
A foundation usually is instituted as a gift 
of the donor and maintained continuously 
from the income derived from investments, 

usually bonds, constituting the principal of 
the endowment. The Russell Sage and 
Rockefeller foundations are examples of this. 

type of institution. 
Foundations furnish a market for long- 

term bonds. 

Founders’ Shares (Stock) 
A special form of stock issued to the foun- 

ders or promoters of a company in remun- 

eration of the promoters’ services, as distin- 
guished from common or ordinary stock. 
Founders’ stock is a term primarily used in 
English finance and corresponds approxi- 
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mately with the American Promoters’ Stock 
(q. v.). It is known as management or de- 
ferred stock. (See Deferred Stock.) 

Fractional Currency 
Coins having a denomination of less than 

one dollar. These include the silver 50 cent, 
25 cent and 10 cent pieces; the nickel 5 cent 
piece; and the bronze 1 cent piece. (See 
Minor Coins, Subsidiary Silver Coins, Token 
Money.) 

Fractional Lots 

See Odd Lot. 

Franc 

See Foreign Moneys—France, 
‘Switzerland, Monaco. 

Belgium, 

Franchise 

A privilege conferred by a governmen- 

tality, usually a municipality, by which a cor- 

poration is vested with powers to engage in a 

public utility enterprise usually under quasi- 

monopolistic conditions. A franchise is a 

grant of power given to the grantee corpora- 

tion to engage in a business which involves 

the exercise of the right of eminent domain. 

‘This includes all public service businesses 

(gas, water, electricity, street railway, 

‘suburban, telephone companies, etc.). Public 
utility corporations are subject to the con- 

ditions imposed by the franchise and a viola- 
tion of its provisions results in its Forfeiture 
(q. v.). Most states provide for the regula- 
tion of their public utilities through a 
public service commission. 

The principal features covered by a fran- 
chise are: (1) duration, which may be fixed 
(limited), perpetual, or indeterminate (dur- 
ing “good behavior’); (2) compensation, 
which may be a sum of money or perform- 
ance of certain services; (3) rates; (4) 
service; (5) improvements, which in most 
cases revert to the grantor upon the expira- 
tion of the franchise; (6) labor conditions 
and strikes; (7) capitalization; and (8) 
reversion to grantor. 

The conditions imposed in a franchise are 
important in judging public utility invest- 
ments, the chief points to be considered 

‘being that the bonds of these companies 
should mature within the life of the fran- 
‘chise, and should not exceed the replacement 
value of the company’s fixed property. (See 
Public Service Commission, Public Utility 
‘Securities. ) 
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Free Balance 
A term applied in commercial banking to 

deposit balances upon which the bank does 
not pay interest, or to that portion of a 
deposit balance, e. g., $500, $1,000, or $5,000, 
upon which the depositer receives no interest. 
For example, if a bank allows interest on 
balances in excess of $500, the free balance 
is $500. (See Deposit Interest Rate, Twenty 
Per Cent. Rule.) 

Free Bonds 

Unpledged or wunhypothecated bonds; 
bonds available for immediate disposal. 

Free Coinage 
Coinage of a metal into standard coins 

without limitation as to quantity, with full 
legal tender powers for private persons. 
Gold is the only metal that enjoys free 
coinage in the United States and in all gold 
standard countries. Free coinage should be 
distinguished from Gratuitous Coinage (q. 
v.). (See Coinage, Free Silver.) 

Free Gold 
Gold held in the United States Treasury 

or in Federal Reserve banks in amounts in 

excess of all redemption and reserve require- 
ments. 

Free Items 

Checks, matured notes, and bankers’ ac- 
ceptances, etc. drawn on _ out-of-town 

points which are cashed or received for de- 
posit by a bank at par without deduction for 

exchange or collection charges. Local 
clearing house associations usually determine 

those items which may be received by mem- 
bers for deposit at par and those upon which 
exchange must be charged. (See Domestic 
Exchange. ) 

Free Market 

An open market where prices are deter- 
mined by free and open competition between 
many buyers and sellers. 

Free Silver 

A term used to denote the use of silver as 
a standard money, singly or with gold, as in 
Bimetallism (q. v.). Free silver refers to 
the coinage of silver at the mint without 
limitation as to amount, without profit to the 
Government, and investing it with full legal 
tender. powers. The free silver agitation 

was rampant in the early 90’s and was a 
campaign issue in 1896. (See  Bland- 
Allison Act, Free Coinage. ) 
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Frozen Credits 
An expression coined during the post-war 

credit deflation period to denote bank loans 
which could not be liquidated without finan- 
cially embarrassing the borrowers and which 
were accordingly extended to prevent bank- 
ruptcy; loans renewed or extended as a 
matter of accommodation to customers on 
account of a precipitate fall in price of sup- 
porting collateral below the amount of the 
loan, with the hope of future price better- 
ment and ultimate liquidation of the loan 
without loss to the lending investors. 

Frozen Loans 

See Frozen Credits. 

Frozen Out 

This term has three meanings: 
(1) An expression used to describe a 

speculator whose account has been closed 
out by a broker due to the exhaustion of his 
margin. (See Exhaust Price.) 

(2) The expression is also used to indicate 
the forcing out of small stockholders by 
those in control. This is accomplished by 
frightening them into selling their holdings 
by circulation of reports of distress, or by 
temporarily depressing the price of the se- 
curity, or otherwise. 

(3) An officer or director of a corpora- 
tion may be “frozen out” or forced out of 
office by a concerted plan of the stockholders 
or others in control. 

Fuerte 

A money of Venezuela, equal to five 
bolivars. (See Foreign Moneys—Vene- 
zuela. ) 

Full Lot 

The unit of trade on an exchange, and 
also known as board lot. A full lot in the 
New York Stock Exchange is 100 shares of 
stock, and $1,000 (par value) of bonds. 
(See Units of Trade.) 

Full (Fully) Paid Stock 
Stock fully paid for, 7. e., upon which no 

further instalments are due. In most states 
stocks may be paid for in cash, property, or 
services of equivalent value. In some states, 
however, stock cannot -be issued unless paid 

for in cash, or its equivalent in property 
(services being excluded), equal to the face 
value of the stock. In a few states stock 
may be paid in cash only. 
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Stock which is not fully paid carries with 
it the obligation on the part of the holder to 
pay the balance at any subsequent time. 

Fundamental Conditions 

A term used in market letters and finan- 
cial reviews to indicate the underlying 
economic factors upon which the state of 
business, whether active or inactive, mod- 
erate or dull, prosperous or depressed, is 
ascertained. Fundamental conditions at any 
given time are determined by referring to 
comparative business statistics, various busi- 
ness, banking, investment and credit baro- 
meters, and to principles of economics. (See 
Business Barometers, Favorable Conditions. ) 

Funded Debt 

Bonded debt; long-term indebtedness of a 
business corporation, or Government or 
political sub-division thereof, as distinguished 
from the unfunded, floating, or current debt. 
The Interstate Commerce Commission defines 
this term as comprising all bonds or other 
certificates of indebtedness not maturing for 
a year or more. 

Funded Indebtedness 7 

See Funded Debt. 

Funding 
The process of converting the floating in- 

debtedness of a Government or political sub- 
division thereof, or a business corporation, 
into long-term bonds. Funding may be ac- 
complished by converting a series of short- 
term note issues into long-term bonds, when 
interest rates are low, or in corporate finance, 
by selling stock and paying off short term 
debts with the proceeds. In this way stock- 
holders virtually buy out the interest of the 
creditors. Funding by means of the sale of 
additional stock is usually undertaken when 
the investment market is favorable. 

Funds 

Cash, or its equivalent, e. g., checks, drafts, 
money orders, etc. The term may be used 
to include securities which have a ready mar- 
ket and can be quickly liquidated. It is 
common to hear the expression “liquid” 
funds, meaning cash; and “tied up” funds, 
meaning money invested in income-bearing 
assets. 

Futures. 

Contracts in which the seller agrees to de- 

liver commodities, foreign exchange, or se- 

curities at a future date, usually from one to 
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six months, but sometimes longer, ahead. 
Trading in futures is chiefly confined to 
grain, cotton and sugar, but is also common 

in foreign exchange. Short selling in secur- 
ities is also a form of trading in futures. 

Ordinarily, this practice is regarded as specu- 
lative, but it is more frequently quite the 

opposite, as explained by Boyle: 
“Future trading is of two kinds, specula- 

tive and hedging. A part of future trading 
is known as ‘hedging’ and is a form of in- 
surance. A part of future trading is purely 

speculative. It is really dealing in grain con- 
tracts, rather than in grain. Some members 
of the Board of Trade devote their energies 
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wholly to speculation, and are known as 
‘professionals. Again, there is a sub-class 
of speculators who are called ‘scalpers’ or 
‘pit scalpers,’ since they buy and sell on each 
slight drop or rise in the market, trying to 
scalp a little profit off of each fluctuation 
for themselves. They do not risk carrying 

any trades over night, but aim to be even at 
the close of each day. The ‘professional 
speculator, however, deals for the longer 
swings of the market, over a period of days, 
or even weeks.’* (See Cotton Futures, 
Hedge.) 

Pes altits: and the Chicago Board of Trade, 
Diao, 



Gamble (Gambling) 
A term used in speculative circles mean- 

ing to “play the market” blindly. It con- 
sists of making speculative commitments 
without having a knowledge of business con- 

ditions, the technical position of the market, 
cyclical price movements, or the value of the 
securities traded in from the standpoint of 
equities and earnings, especially stocks of 
corporations which have not yet reached the 
producing stage, and the success of which 
is uncertain. In other words to gamble in 
stocks is to deal in highly speculative stocks, 

to deal in stocks without previous knowledge 
of the risks involved, to trade on thin mar- 

gins, to load up heavily on one security issue, 
or merely to bet on the rise or fall of quo- 
tations—the practice of the Bucket Shop 
(q. v.). In general a gambler is one who 

takes heavy and unnecessary risks, e. g., one 
who casts too much on a single throw of the 
dice. 

From a strict economic standpoint the well 

considered purchase of stocks is not gamb- 
ling, since a real contribution to production 
is made, i. e., that of furnishing capital for 
speculative enterprises, whereas in gambling, 
no end is finally achieved. Gambling, more- 
over, involves the assumption of a needless 
or artificial risk (often created for the oc- 
casion), while speculative trading involves 
a necessary economic risk. (See Lamb, 
Speculation. ) 

Garnishee 

See Garnishment. 

Garnishment 

A legal process, or the notice or writ, 

which directs a third party who owes money 

or other property to the defendant in a case 

in which the plaintiff is suing to collect a 

debt, not to deliver such money or property 

into the defendant’s hands, but to appear in 

court and answer the plaintiff’s suit. Gar- 

nishment proceedings are instituted in order 

to secure to the plaintiff a claim due by a 

third person to such debtor, against whom 

suit has been brought. The person upon 

whom the garnishment is served is known as 

the garnishee. 

G 

amples of general asset currency. 

General Accounts 

Accounts which appear in a bank’s general 
ledger ; all accounts other than accounts with 
depositors and depositories, 7. e., accounts 
representing balances due to and due from 
customers. (See General Ledger.) 

General Agent 
See Agent. 

General and First Mortgage Bonds 
See First and General Mortgage Bonds. 

General Asset Currency 
Bank notes which are not secured by a 

specific pledge of collateral, e. g., specie, 
bonds, or commercial paper, but which are 
supported only by the general assets of the 
issuing bank. The notes of the Bank of 
France, and of the banks of Canada, are ex- 

There 
are no examples of general asset currency in 

the United States, although they were pro- 
posed in the so-called Baltimore Plan (q. v.) 
of the American Bankers’ Association. 

General Average 
See Average. 

General Bookkeeper 
One who has charge of the general ledger 

and the General Bookkeeping Department 
(thovid. 

General Bookkeeping Department 
The department of a bank which records 

all transactions affecting the general ac- 
counts, as distinguished from customers’ ac- 
counts. The function of the general book- 
keeping department is to summarize the 
transactions of each of the operating depart- 

ments of the bank before they are added to 
or subtracted from the assets, liabilities, or 

undivided profits accounts. In order that 
the financial condition of a bank may be 
vizualized, this department becomes. the cen- 
tral accounting department where all the 
transactions of the bank are gathered, con- 
densed and recorded. The general book- 

keeping department maintains a _ general 
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ledger, statement book, and expense book. 
(See General Ledger.) 

General Deposits 
See Deposits. 

General First Mortgage Bonds 
A misleading title, contradictory because 

a general mortgage cannot be a first mort- 
gage, which in most cases denotes general 

mortgage bonds, although sometimes they 
constitute a first lien on a part of the mort- 
gaged property. The proper title for this 
class of bonds is first and general mortgage 
bonds, or First Lien and General Mortgage 
Bonds (q. v.). (See General Mortgage 
Bonds.) 

General Indorsement 
Indorsement in blank. (See Indorsement. ) 

General Ledger 
The most important accounting record of 

a bank which contains a summary of all 
transactions of the institution including gen- 
eral accounts and controlling accounts for 

the customers’ ledgers. Every transaction 
which occurs in any of the operating de- 
partments eventually affects some account 

in the general ledger and in the ordinary 
routine, reaches the general bookkeeping de- 
partment for posting to the general ledger. 
Each general ledger account, e. g., time loans, 
represents the aggregate of such loans held 
by the bank and the total represented by the 
subsidiary loan ledger. Whereas one hun- 
dred time loans may be made during the day 
and as many entries recorded in the sub- 

sidiary loan ledger, only one posting is made 
for the total (one hundred loans) to the debit 
of the time loans account in the general 
ledger. 

Usually the general ledger is of the Bos- 
ton or progressive type, and frequently 
where the number of accounts is large, two 
separate volumes are used, one each for as- 
sets and liabilities. Postings are made to 
the general ledger from various posting 
mediums routed to the general bookkeeping 

department from the various operating de- 
partments. The postings usually are made 
early in the day after which the ledger is 
proved. The balances of each customers’ 
ledger must prove with the corresponding 
controlling account in the general ledger. 

This ledger reveals the cross section of the 
business each day, and the daily proofs there- 
of are virtually a series of instantaneous 

photographs or moving pictures of the bank’s 
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financial condition and financial progress. It 
is this record from which a great wealth of 
statistical information is derived. 
The following accounts are typical of those 

appearing in the general ledger of a large 
National bank: 

J Mie e dod Ke 

Loans and Discounts 

Demand Loans—Brokers. 
Demand Loans—Merchants. 

Time Loans—Eligible for Rediscount. 
Time Loans—Ineligible for Rediscount. 
Bills Discounted. 
Acceptances Discounted. 
Overdrafts. 

Securitics 

U. S. Bonds Deposited to secure Circulation. 
U. S. Bonds to Secure Government Deposits. 
U. S. Bonds Deposited with Superintendent 

of Banks—State of New York. 
U. S. Bonds to Secure Trust Funds. 

U. S. Bonds Deposited with Federal Reserve 
Bank as Collateral for Loans. 

U. S. Bonds Deposited with Federal Reserve 
Bank as Collateral Against Loans Re- 
pledged from Customers’ Loans. 

U. S. Bonds Loaned. 
U. S. Bonds Borrowed. 
U. S. Bonds on Hand. 
Premium on U. S. Bonds. 
Other Bonds to Secure Government De- 

posits. 

Other Bonds to Secure State and Other De- 
posits. 

Other Bonds Loaned. 
Other Bonds Held on Joint Account. 
Other Bonds Sold with Agreement to Re- 

purchase. 
Other Bonds on Hand. 
Other Bonds to Secure Trust Department 

Funds. 
Federal Reserve Bank Stock. 
Stock of Various Foreign Banking Corpora- 

tions. 
Cash 

Gold Coin. 
Silver Coin. 
Gold Certificates. 
Silver Certificates. 
Federal Reserve Notes. 
Federal Reserve Bank Notes. 

Other National Bank Notes. 
U. S. Legal Tender Notes. 
Fractional Currency. 

Customers’ Liability 

Acceptances of Domestic and Foreign Bills © 
of Exchange. 

Acceptances Under Commercial Letters of 
Credit. 
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Other Assets 

Bank House and Equipment. 

Due from Domestic Banks and Bankers. 

Due from Domestic Banks and Bankers, 
Collections. 

Due from Federal Reserve Bank. 
Reserve. ) 

Due from Federal Reserve Bank, Collec- 
tions. 

Five Per Cent. Redemption Fund Due from 
U. S. Treasurer. 

Exchanges for Clearing House. 

Checks on Other Banks in this City Not 
Members of Clearing House. 

Due from U. S. Treasurer other than 5 
per cent. Redemption Fund. 

(Lawful 

Expenses 
Exchange. 

Taxes. 
Interest to Depositors. 
Losses. 
Expenses. 

LIABILITIES 

Capital Invested 

Capital Stock. 
Surplus. 
Undivided Profits. 

Earnings 
Interest. 
Discount. 
Commissions. 
Exchange. 
Bond Profits. 
Foreign Exchange Profits. 

Reserves 

Reserve for Taxes. 

Reserve for Losses. 

Reserve for Interest. 

Deposits 

United States Deposits. 
Demand Deposits—Corporations, Firms, In- 

dividuals. 

Demand Deposits—Banks. 
Demand Certificates of Deposits. 
State Deposits. 
Time Deposits. 
Time Certificates of Deposit. 
Certified Checks. 
Cashiers’ Checks. 
Money Orders. 
Paid Letters of Credit. 
Coupon Checks. 
Note Tellers’ Payments. 
Corporate Trust Funds. 
Individual Trust Funds. 
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Liability On Account Of 

Letters of Credit Issued and Outstanding. 
Acceptances Under Commercial Letters of 

Credit. 

Other Liabilities 

Circulating Notes. 

U. S. and Other Bonds Borrowed. (Lia- 
bility.) 

U. S. Bonds Placed as Collateral to Loans 
and Repledged as Collateral to Loans 
from Federal Reserve Bank (Liability). 

U. S. Bonds Pledged as Collateral to Loans 
and Repledged to Secure Government De- 
posits. 

Unpaid Dividends. 
Rediscounts with Federal Reserve Bank. 
Bills Payable with Federal Reserve Bank. 
Unearned Discount. 
Accrued Expense. 

General Legacy 
See Legacy. 

General Loan and Collateral Agree- 

ment 

Brokers’ loans, 2. ¢., stock exchange loans 

are not usually evidenced by notes. Instead 
brokers borrowing on stock exchange col- 
lateral are required to sign a loan contract 
known as a General Loan and Collateral 
Agreement, or continuing agreement. Brok- 
ers’ loans are usually demand loans and the 
machinery of the call loan market is such as 

to require a contract which can operate as 
a continuing obligation. This contract re- 

mains on file with the lending bank and ob- 
viates fhe necessity of preparing a separate 
note for each loan. Because of its flexibility 
it is more advantageous both to the bor- 

rower and to the bank. In a collateral loan, 
the collateral is recited, but in the General 
Loan and Collateral Agreement, no specific 
loans or collateral are mentioned. The 
agreement gives the bank, however, the 
right to sell any collateral securing a loan, 
upon default in payment when called, or 
upon failure to respond to a call for ad- 
ditional margin. It also gives the bank 
the right to assign or transfer all or any 
part of the loan made, or to rehypothecate 
any Government bonds in the collateral 
against loans from the Federal Reserve 

bank. From the viewpoint of the customer, 

it prevents the inconvenience of signing a 
note each time a loan is made. Another 
advantage is that revenue stamps are not 
required. The following is a typical form 
of general loan and collateral agreement: 
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WHEREAS, the undersigned expect, from 
time to time, to borrow money from the 
Blank Bank of New York (hereinafter 
called the Bank) and to pledge with the 
Bank, property of various kinds as col- 

lateral security for the payment of such 
loan or loans to be hereafter made by the 
Bank; Now, therefore, 

IT IS AGREED by the undersigned with 
the Bank, that all property thus pledged 
with it may be held by it as collateral se- 
curity for the payment of such loan or loans 
as well as for the payment of any other 
obligation or liability, direct or contingent, of 
the undersigned, or any of them, to the 
Bank, due or to become due, whether now 
existing or hereafter arising; and the under- 
signed agree to deliver to the Bank addi- 
tional securities, or to make payments on ac- 
count to its satisfaction, should the market 
value of said securities, as a whole, suffer 
any decline. The undersigned hereby give 

to the bank a lien for the amount of all such 
obligations and liabilities upon all the prop- 
erty or securities now or at any time here- 
after given unto or left in the possession of 
the Bank, by the undersigned, whether for 
the express purpose of being used by the 
Bank as collateral security, or for any other 
or different purpose, and also upon any bal- 
ance of the deposit account of the under- 
signed, or any of them, with the bank. 
On the non-performance of this promise, 

or upon the nonpayment of any of the obli- 
gations or liabilities above mentioned, or 
upon the failure of the undersigned, forth- 
with, with or without notice, to furnish 
satisfactory additional securities, or to make 
payments on account, in case of decline, as 
aforesaid, or in case of insolvency, bank- 
ruptcy, or failure in business of the under- 
signed, or any of them, then and in any 
such case, all obligations and liabilities, direct 
or contingent, of the undersigned and each 
of them, shall forthwith become due and 
payable without demand or notice; and full 
power and authority are hereby given to 
the Bank to sell, assign, and deliver the 
whole of the said securities, or any part 
thereof, or any substitutes therefore, or any 
additions thereto, or any other securities or 
property given unto or left in the possession 
of the Bank, by the undersigned, whether 
for the express purpose of being used by the 
Bank as collateral security, or for any other 
or different purpose, or in transit to or 
from the Bank, by mail or carrier, for any of 
the said purposes, at any broker’s board, or 
at public or private sale, at the option of the 
Bank, without either demand, advertisement 
or notice of any kind, all of which are hereby 
expressly waived. At any such sale, the 
Bank may itself purchase the whole or any 
part of the property sold, free from any 
right of redemption on the part of the under- 
signed, which is hereby waived and released. 
In case of any sale or other disposition of 
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any of the property aforesaid, after deduct- 
ing all costs, or expenses of every kind for 
collection, sale or delivery, the Bank may ap- 
ply the residue of the proceeds of the sale 
or sales so made, to pay one or more or all 
of the said obligations or liabilities to it, 
whether then due or not due, making proper 
rebate for interest on obligations or liabilities 
not then due, and returning the overplus, if 
any, to the undersigned, who agree to be 
and remain liable, jointly and severally, to 
the Bank for any deficiency arising upon 
such sale or sales. The undersigned do 
hereby authorize and empower the Bank, at 
its option, at any time, to appropriate and 
apply to the payment and extinguishment of 
any of the obligations or liabilities, hereinbe- 
fore referred to, whether now existing or 
hereafter contracted and whether then due 
or not due, any and all moneys now or here- 
after in the hands of the Bank, on deposit, 
or otherwise to the credit of or belonging to 
the undersigned, or any of them. 

The Bank may assign or transfer this in- 
strument and may deliver the said collateral 
security or any part thereof to the transferee 
or transferees, who shall thereupon become 
vested with all the powers and rights above 
given to the Bank, in respect thereto; and 
the Bank shall thereafter be forever relieved 
and fully discharged from any liability or 
responsibility in the matter. No delay on 
the part of the holder hereof, in exercising 
any rights hereunder shall operate as a 
waiver of such rights. (See Call Money 
Market.) 

General Mortgage Bonds 
Bonds secured by a blanket mortgage upon 

all the property already subject in whole or 

in part to prior mortgages. These bonds are 

common among railroad and public utility 
corporations, being issued as a means of 
raising funds for improvements upon prop- 
erty which has enhanced in value since the 
issue of the underlying mortgage. Many 
mortgages have an “after acquired” prop- 

erty clause which places all the property ac- 
tually owned at the time the bonds are issued, 
as well as all the property which may subse- 
quently be acquired under the lien and sub- 

ject to the mortgage. The “after acquired” 
property may be that which is obtained 
through the proceeds of the sale of the 
bonds, or it may apply to all property ac- 
quired after the date of the mortgage. 

General mortgage bonds frequently are 
issued in sufficient amount not only to raise 
additional capital, but also to provide for 
the retirement of the original mortgage 

bonds when they mature. When this is the 
case general mortgage bonds eventually be- 

come first mortgage bonds. 
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General Obligation 
See Obligation. 

Gilt Edged 
An expression which denotes best quality, 

superior merit, first class, or highest grade. 

It is used in connection with bonds, notes, ac- 
ceptances, commercial paper, or other in- 
vestments. 

Giro System 
The German equivalent of the check sys- 

tem in the United States. (See Bank of 
Germany. ) 

Give up 
A term applied to an order executed by 

one broker for another broker’s customer. 
The former broker “gives up” the transaction 
to the latter, revealing the name of the cus- 
tomer. 

Going Concern 
A term applied to a business property in 

operation, as distinguished from one that 
temporarily has closed down, is defunct, or is 

being liquidated. It is frequently used in 
connection with valuation, the property of 
a going concern being more valuable than 

one undergoing liquidation. This is particu- 
larly true of a manufacturing industry, or 
public utility, the property of which consists 
largely of fixed assets, real estate, buildings, 

machinery, equipment, etc. Since most ma- 
chinery is highly specialized in character 

and can be used for a single purpose, it 
naturally suffers a great shrinkage in value 
when sold for purposes of liquidation. The 
value of a public utility as a going concern 
and as a liquidating property would obviously 
be very different. 

Going Short 
Selling short. 

Gold Bars 

Gold ingots. A part of the gold reserve 
of the Federal Reserve banks (as well as 
the central banks of Europe) consists of 
bars as distinguished from coin. . 

Bars of pure gold are obtainable at any 
United States assay office in quantities of 
$5,000 or over. It may also be obtained from 
Federal Reserve banks in any quantity at 
the Mint Price of Gold (q. v.). The large 
New York banks frequently furnish gold 
bars to their interior correspondents and 
small quantities may be purchased from bul- 

(See Short Sale.) 
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lion brokers at a slight premium over the 
mint price. Bars sold by assay offices are 
known as assay bars; those sold by private 
brokers are known as commercial bars. 

Gold bars are used extensively in inter- 
national settlements and are preferable to 
coin from the viewpoint of the exporter since 

they are subject to less loss by abrasion. 
Gold bars are also purchased for use in the 
arts and industries, ¢e. g., jewelry, art work, 

and dentistry. (See Assay Office, Coinage, 

Mint, Mint Fine Bars, Standard Bullion.) 

Gold Basis 

See Gold Standard Act of 1900, Monetary 
Unit, Standard Money, Standard of Value. 

Gold Bonds 

Bonds which by their terms are payable in 
gold coin “of the present standard of weight 

and fineness,” if demanded, as distinguished 

from “Currency” or “Legal Money” bonds. 
Bonds may also be payable in currency, 1. ¢., 
any money which is legal tender, but bonds 
payable in silver are unknown in this coun- 

try. Under ordinary conditions these bonds 
have no added feature of attractiveness. 
This feature would be valuable only in case 

of a serious currency disturbance in which 
gold would command a premium over de- 
preciated paper money. 

Gold. Brick 

A stigmatic term used of securities or of 
business ventures which are unsound, worth- 

less, or actually fraudulent, but which have, 
nevertheless, the appearance of soundness 
and attractiveness. 

Gold Certificates 

A torm of United States paper money 
which in effect are warehouse receipts certi- 
fying that full value in gold coin has been 

deposited in the United States Treasury for 
each dollar represented by the certificate. 
They circulate in lieu of an equivalent 
amount of actual gold, in which coin they 
are redeemable at the United States Treas- 
ury. They are, ‘therefore, secured by 100 
per cent. gold reserve. 

Historically gold certificates were first 
circulated in 1863. The Act of March 3, 
1863, authorized the Secretary of the Treas- 
ury to receive deposits of gold coin and 

bullion in sums not less than $20, and to issue 
certificates therefor in denominations not 
less than $20, said certificates to be receiv- 

able for duties on imports. Under this act 
deposits of gold were received and certifi- 
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cates issued until January 1, 1879, when the 

practice was discontinued by order of the 

Secretary of the Treasury. The purpose of 
the order was to prevent the holders of 
United States notes from presenting them 
for redemption in gold, and redepositing the 
gold in exchange for gold certificates. No 

certificates were issued after January l, 

1879, until the passage of the bank act of 
July 12, 1882, which authorized and directed 
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Reserve notes, and are largely held by the 
Federal Reserve banks as collateral therefor. 

Gold Clearance Fund 
Same as Gold Settlement Fund (q. v.). 

Gold Coins 

The following table exhibits the denomi- 
nations, and weight and fineness of the 
United States gold coins: 

Fine Gold Alloy 
Contained Contained Weight 

Denominations Grains Grains Grains Fineness. 

One dollar ($1) (No longer coined) ........ 23:22 2.58 25.80 0.900 
iarter eaviet (S200 awn en ee 58.05 6.45 64.50 0.900 
Halitearie®.(SS)Ce eae a ee ia eee 116.10 12.90 129.00 0.900 
Bagle ($10) sient See ee 232.20 25.80 258.00 0.900 
Double: eagle “($20) Vai. eet ee 464.40 51.60 516.00 0.900: 

Gotp CoINS 

the Secretary of the Treasury to receive 
gold coin and issue certificates, and made 
them receivable for customs, taxes, and all 
public dues. 

This act, however, provided that “the Sec- 
retary of the Treasury shall suspend the is- 
sue of gold certificates whenever the amount 

of gold coin and gold bullion in the Treasury, 
reserved for the redemption of United States 
notes, falls below one hundred millions of 

dollars.” The act of March 14, 1900, re- 
enacted this provision, and further provided 
that the Secretary may, in his discretion, sus- 
pend such issue whenever and so long as the 
aggregate amount of United States notes and 
silver certificates in the general fund of the 
Treasury shall exceed $60,000,000. It pro- 
vided further that of the amount of such 
certificates outstanding one-fourth, at least, 
shall be in denominations of $50 or less 
and authorized the issue of certificates in 
$10,000 denomination, payable to order. 

The Act of March 4, 1907, provides for the 
receipt of deposits of gold coin in sums of 
not less than $20 and the issue of gold certi- 
ficates therefor in denominations of not less 
than $10, and the Act of March 2, 1911, 

authorizes the issue of certificates against 
the deposits of gold bullion of foreign coin. 

Gold certificates are issued in denomina- 
tions of $10, $20, $50, $100, $500, $1,000, 
$5,000, and $10,000. They were not origi- 
nally legal tender, but were made full legal 
tender by an act of Congress, December 24, 
1919. These certificates have largely dis- 
appeared from circulation in recent years, 
since they are now eligible to secure Federal 

While the gold dollar is the moneary unit 

and standard of value, the actual coinage of 

the $1 piece was discontinued under author- 

ity of the act of September 26, 1890. Gold 

is now coined in denominations of $2.50, $5, 
$10, and $20, called respectively, quarter 

eagles, half eagles, eagles, and double eagles. 

The total coinage of gold by the mints of 

the United States from 1792 to June 30, 
1915, was $3,378,099,628, of which it is es- 
timated that $1,606,405,032 was in existence 

as coin in the United States, while the re- 

mainder, $1,771,694,596, represented the ex- 
cess of exports over imports and the amount 

consumed in the arts. The amount of gold 

bullion was $379,134,140. 
United States gold coins are legal tender 

in all payments at their nominal value when 
not below the standard weight and limit of 

tolerance provided by law for a single piece, 
and when reduced in weight below such 
standard and tolerance are a legal tender 

in valuation in proportion to their actual 
weight. Since gold coins are subject to 

abrasion, their weight is subject to reduc- 
tion (See Tolerance). The public does not 
generally concern itself about abrasion as. 
long as the impression upon the coin is dis- 
cernible. Gold, being the standard money 
and its value as coin depending upon its. 
value as bullion, is not redeemable. (See 
United States Money.) 

Gold Dollar 
See Gold Coins, Monetary Unit. 
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Gold Exchange Standard 
A system whereby a country keeps its 

money on a gold basis by keeping it at a 
substantial parity with the money of a coun- 
try maintaining a full gold standard. Coun- 
tries having a gold exchange standard rely 

upon some form of token money for circula- 
tion purposes. Through operations in the 

foreign exchange market the domestic money 
is maintained at a value between the normal 
gold points. If the country’s money, which 
is used as the standard, goes up to the gold 
export point in terms of the domestic money 
the gold exchange standard country (through 
the maintenance of balances in the country 
whose money serves as the standard) sells 
bills on such country until the exchange rate 
is pushed below the export point. Funds ob- 
tained from the sale of exchange are then 
sequestered until bills on the standard coun- 
try are offered for it when the exchange rate 
drops to what would in turn be the gold im- 
port point. In this way the domestic money 
is kept at a normal gold value in the inter- 
national market. The great advantage of the 

gold exchange standard is its economy, since 

no large investment in gold is necessary. 
India, Straits Settlements, Philippine Islands, 
Porto Rico, and a few other countries em- 

ploy this system. (See Gold Points.) 

BIBLIOGRAPHY 
E. W. KEMMERER: Modern Currency Re- 

form, 1916. 

Gold Export Point 
See Gold Points. 

Gold Exports 
See Gold Imports. 

Gold Import Point 
See Gold Points. 

Gold Imports 
The gold movement in and out of the 

United States as shown by gold imports and 
exports each year since 1912, is exhibited in 

the following table. 

Imports Exports Helen 

1922 $275,169,785 $36,874,894 $238,294,891 
1921 691,248,297 23,891,377 667,356,920 
1920 417,068,273 322,091,208 94,977,065 
1919 76,534,046 368,185,248 *291,651,202 
1918 62,042,748 41,009,818 21,032,930 

1917. 552,454,374 371,883,884 180,570,490 
1916 685,992,234 155,792,927 530,199,307 
1915 451,954,590 31,425,918 420,528,672 
1914 57,387,741 222,616,156 *165,238,415 
1913 63,704,832 91,798,610  *28,093,778 
1912 66,548,772 47,424,842 19,123,930 

* Excess exports. 
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Gold Inflation 

A condition said to exist in a country 
when it possesses abnormally large holdings 
of gold, which are available as a basis of 
credit expansion. According to the ex- 
ponents of the “quantity theory” of money, 
gold inflation is one of the causes of high 
prices. It is a condition which automatically 
tends to correct itself since high prices tend 
to discourage foreign buying and to encour- 

age importing. This is likely to lead to an ex- 
cess of imports over exports. Since an ex- 

cess of imports usually is paid for in gold, a 
reduction in gold holdings is thereby effected. 
(See Gold Reserve.) 

Gold Movements 

See Foreign 
Gold Reserve. 

Exchange, Gold Imports, 

Gold Notes 

Notes payable in gold coin of the “present 
standard of weight and fineness,” if de- 

manded, in the same manner as Gold Bonds 
(q. v.). 

Gold Points 

Specie points; the gold export and import 
points which in normal times fix respectively 
the upper and lower limit to the range of 
fluctuation of currency or foreign exchange 
rates quoted for a given foreign country. 
Whenever the rate of exchange rises to a 

point where it would be cheaper for im- 
porters to export gold than to buy ex- 
change, the gold export point is reached. 
Under ordinary conditions the gold export 
point on England is $4.8965, 3c. per pound 
above the mint par of exchange, which rep- 
resenting the normal cost of shipping a 
pound sterling overseas. On the other hand, 
when the rate of exchange declines to a 
point where it is cheaper for foreign buyers 
to ship gold than to remit in exchange, the 

gold import is reached. Under normal con- 

ditions the gold :mport point on England is 
$4.8365, 3c. per pound below the mint par 
of exchange. 

In practice, of course, it is international 
bankers who have special facilities, rather 
than private individuals, who undertake gold 
shipments. (See Foreign Exchange.) 

Gold Production 

At the present time the United States pro- 
duces about one-sixth of the world’s output 
of gold. The principal gold producing coun- 
tries in order of their importance are: Af- 
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rica (Transvaal, Rhodesia, and West Af- 
rica), United States, Australia, Canada, 

Mexico, British India, and Russia; other 

countries producing about twenty-five million 
dollars worth per year. Before 1840 prac- 
tically all gold came from Russia. Gold 
producing countries are normally gold ex- 
porting countries. 

The present world’s monetary stock of 
gold is approximately nine billion dollars ; and 
total stock of gold, including coin, bullion, 
jewelry and plate, is estimated to be about 
nineteen billion dollars. World production 
since 1492 is estimated at nineteen billion 
dollars, but there is an annual wastage 
through destruction, shipwreck, and abrasion. 
Over half, or $10,635,000,000 has been pro- 
duced since 1892. On October 1, 1921, the 
gold monetary stock of the United States 
was $3,467,418,000, about 42 per cent.; and 
on June 1, 1922, $3,170,007,000, about 40 
per cent.; and on March 1, 1923, $3,960,955,- 
000, or about 48 per cent. of the then world’s 
stock. The following table reveals that 
gold production, in the world and in the 

United States has declined since 1915. 

GOLD PRODUCTION 

1915 468,724,918 101,035,700 
1916 454,176,500 92,590,300 
1917 419,422,100 83,750,700 
1918 383,605,552 68,646,700 
1919 365,166,077 60,333,400 
1920 337,019,000 51,186,900 
1921 329,915,000 50,067,000 
1922 £316,300,000 £49,096,000 

Year World United States 

1601-1620 +$5,662,000 

1701-1720 +8,520,000 

1801-1810 +11,816,000 

1811-1820 ¥11,823,000 +$73,112 

1831-1840 +13,484,000 +564,950 

1861 122,989,000 46,000,000 

1866 129,614,000 53,225,000 

1871 115,577,000 43,500,000 
1876 103,700,000 39,929 200 

1881 103,023,000 34,700,000 

1886* 106,163,900 35,869,000 

1891 130,650,000 33,175,000 

1896 202,251,600 53,088,000 

1897 236,073,700 57,363,000 
1898 286,879,700 64,463,000 

1899 306,724,100 71,053,400 
1900 254,576,300 79,171,000 
1901 260,992,900 78,666,700 

1902 296,737,600 80,000,000 

1903 327,702,200 73,591,700 
1904 347,377,200 80,464,700 

1905 380,288,700 88,180,700 

1906 402,503,000 94,373,800 
1907 412,966,600 90,435,700 

1908 442,837,000 94,560,000 

1909 454,059,100 99,673,400 

1910 455,239,100 96,269,100 

1911 461,980,500 96,890,000 

1912 466,136,100 93,451,500 

1913 459,939,900 88,301,023 

1914 439,678,260 94,531,800 

* The estimates before 1886 are by Dr. Adolph 
Soetber; for 1886 and after, by the Director of 
the U. S. Mint. 

+ Average for the period. 
{ Preliminary estimate. 

(See Gold Reserve.) 

Gold Reserve 

The gold held in a nation’s Treasury, or 
in the Government or central bank, which is 
available for (1) the redemption of circulat- 
ing notes of the Government or of the cen- 

tral bank, and (2) export abroad to settle 
an unfavorable trade balance, to correct de- 
preciated exchange rates, or as a loan to ob- 
tain higher interest rates than prevail at 
home. In the United States, the gold reserve 
is held almost entirely by the Federal Re- 
serve banks and the Treasury; in Gerat 
Britain by the Bank of England; in France 
by the Bank of France; and in Germany by 
the Bank of Germany. 

The United States Treasury is required by 
the Gold Standard Act of 1900 (q. v.) to 
maintain a reserve of $150,000,000 in gold 
against $346,681,016 of United States notes, 
and this reserve is not permitted to fall 
below $100,000,000. The Treasury also holds 
gold coin or bullion sufficient to redeem in 
full outstanding gold certificates. National 
banks are required to maintain a 5 per cent. 
fund in gold or lawful money in the Treas- 
ury with which to redeem National bank 
notes, if presented to the Treasury for re- 
demption. 

The vast majority of the gold reserve of 
the United States is held by the Federal Re- 
serve banks as a central reservoir of credit. 
On July 12, 1922, the gold holdings of the 
system were $3,035,833,000; on July 13, 1921, 
$2,492,744,000, the amount having increased 
steadily since 1916. The gold reserve of the 
Federal Reserve System has four purposes: 
(1) to provide the 40 per cent. cover re- 

quired for Federal Reserve notes; (2) to 
provide with the other forms of lawful 
money the 35 per cent cover required for 

deposits; (3) to provide a gold settlement 
fund as a. basis for the Federal Reserve 
Inter-District Collection System (q. v.); 
and (4) to provide a free gold market 
where it may be purchased or sold at home 



ENCYCLOPEDIA OF BANKING AND FINANCE 289 

or abroad. The proportion of the profits of 
the Federal Reserve banks to which the Gov- 
ernment is entitled may be employed to build 
up the gold reserve. 

The following table exhibits the amount 
of the gold reserves of the principal coun- 
tries of the world for 1913, the last normal 

pre-war year, and 1918, 1920, and 1922. The 
changes in amount and percentage to the 
total gold holdings of the world reflect the 
changing fortunes of nations, and the extent 
of international gold movements: 

The Federal Reserve Board acts as a 

clearing house for the Federal Reserve 

banks, and a special division of the Board 

has been created to supervise this function. 

Acting according to the authority with which 

the Federal Reserve Act vests it, the Board 

directed each Federal Reserve bank to for- 

ward to the Treasury or nearest sub-treasury 

$1,000,000 in gold, and in addition an amount 

at least equal to its net indebtedness to all 

other Federal Reserve banks, so that the 

GOLD RESERVES OF THE PRINCIPAL COUNTRIES 

(Reported by the Federal Reserve Bulletin, June, 1922.) 

(000 omitted.) 

Dec. 31, 1913 Dec. 31, 1918 Aug. 31,1920 1922 
Per Per Per Per 

Country Amount. cent. Amount. cent. Amount. cent. Amount. cent. 

CPICEUUM STATES Sv sts Ss'sls Mee 5 $691,514 20.4 $2,245,720 35.5 . $2,129,941 °32.1 °$3,170.007. 40.3 
SeVOAUMESEICAITID ciolae oc) k as <. 170,245 5.0 523;632 8.3 (50,4 LOL Lol 765,875 9.8 
MI AMIC GM tele ale are siars 4 a.sls ne dinie 678,856 20.0 664,017. = 10.5 697,108 10.5 690.600 8.8 
oe Sal 9 Ay VE As ee oe 64,963 1.9 225,821 3.6 411,263 6.2 608,170 7.8 
Riri OME retens (ete ois: c'c (esol arte oe 92,490 267 430.072 6.8 473,309 tol 486,742 6.2 
PA TOCHILIT AINE che oc sas wie c oc. ote 224,989 6.6 269,628 4.3 450,057 6.8 450.057 Bef, 
IVELHe GlAuds- i. Ot. . vss stein oes 60,898 1.8 B77 HS 4.4 255,808 3.9 243,593 Syl 
Poy oT a 5 ae eee 278,687 8.2 538,861 8.5 260.035 3.9 238,407 3.0 
ERERU VANE ee ofahe (foe calin\tel Sie.a eS psec 288,103 8.5 243,566 3.9 203.834 Spal 212,604 Fy 
AANA go ala erat diel 2m cael bts 142,517 4.2 190,688 3.0 172,002 2.6 153,971 2.0 
PARC R Me Leis ciel sle.c) oo < tac aue (e 72,780 eae 63,842 120 126,905 1.9 118,341 is 
PNPISUL Glia (marae ae hs 2 Geo ns 21,899 0.6 104,143 1.6 112,966 17 113,876 195 
Biwitzerlatide isi. ss kes e nome. 32,801 1.0 80,041 1.3 104,213 1.6 105,149 Tas 
PIMPCUCTIME ER ra are <osig i wu ec cts 27372 0.8 76,532 132 70,041 tha 73,526 0.9 
EMMA TC Wey. a Gea. 5 ass 19,666 0.6 527159 0.8 60,991 0.9 61,191 0.8 
RMN te alah oe gin Giivia. #8 is 10,027 0.3 51,600 0.8 60,500 0.9 59,750 0.8 
BLM EA RTICA Cari e's «oy oss 39,905 12 33,579 0.5 54,991 0.8 58,885 0.7 
op ay (Re ase ey ee 59,131 ily? 51,145 0.8 51,433 0.8 51,452 0.7 
PNP aii ae a Sooo ils 12,846 0.4 32,691 0.5 39,488 0.6 39,474 0.5 
i ol Gs A a a 25,306 0.7 39,419 0.6 37,472 0.6 37,472 0.5 
(rt OS ae a 53,202 1.6 153501 0.3 19,464 0.3 25,628 0.3 
Austria Hungary .......... 251,421 7.4 53,074 0.8 45,113 0.6 9 0.0 
iner-Countries:™ oi... o.« os PAL GY) 22 56,650 1.0 54,876 0.8 87,106 ioe 

sg HW at al re $3,390,775 100.0 $6,319,606 100.0 $6,629,226 100.0 $7,850,885 100.0 

* Jugo-Slavia, Czechoslovakia, Greece, Portugal, Finland, Bulgaria, Poland and Roumania. 

(See Gold Production Reserve.) first weekly settlement might take place 
May 27, 1915. 

At the present time by means of a private Gold Settlement Fund 

A gold fund held by the United States 
Treasurer, for the account of and subject 

to the order of the Federal Reserve Board, 

but belonging to the twelve Federal Re- 
serve banks, the purpose of which is to 
effect with as little delay and cost as pos- 
sible the settlement of inter-Reserve bank 
transactions. The fund is a part of the ma- 
chinery of the Federal Reserve Inter-Dis- 

trict Collection System (q. v.) provided 
for in Sec. 16 of the Federal Reserve Act. 
By means of this system Domestic Exchange 
(q. v.) is greatly facilitated, and the neces- 
sity for frequent gold and currency ship- 
ments from one part of the country to an- 
other has been practically eliminated. 

wire system connecting all Federal Reserve 
banks and branches with each other and with 
the Federal Reserve Board, daily settle- 
ments are effected (since July 1, 1918). At 

- the close of each day’s business each Federal 
Reserve bank, and such branches in which the 
direct method of settlement has been intro- 
duced, telegraphs the Board the amounts 
credited to the other Federal Reserve banks 
for the day. On receipt of the telegrams the 
amounts are entered in the settlement books 
by the Board’s settlement clerks, and on the 

morning of the succeeding business day, each 

Federal Reserve bank is telegraphed the 
amount of its net debit or credit, and the 
balance standing to the credit of its gold 
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settlement account. On the average the daily 
debits and credits of each Federal Reserve 
bank tend to offset one another. There are 
times, however, when funds move from one 
part of the country to another, e. g., to the 

West during the crop moving period, and a 
bank’s debits exceed its credits over a pro- 
longed period. Should the amount of the 

net credit to a Federal Reserve bank be 
less than $1,000,000, it would be required to 
send additional gold to bring its credit up to 
the required total. 

Items which are cleared through the fund 

are inter-district check collections, inter-Re- 

serve bank rediscounts, transfers of Treas- 
ury funds, redemptions of Federal Reserve 
notes, and transfers of funds for member 

banks to correspondents. The cost of this 
service is borne by the Federal Reserve 
banks, and is rendered without charge to 
member banks, who may telegraph the trans- 
fer of funds at par. The gold in this fund 
may be counted as part of the legal reserve 
of the owning Federal Reserve bank. 

The gold settlement fund amounted to 
$402,248,000 on July 13,1921; to $514,590,000 
on July 12, 1922; and to $658,617,000 on 
July 11, 1923. The average total weekly 
clearings are in excess of one billion dollars. 
Balances resulting from the clearings are on 
the average less than 7 per cent. of the total 
amount cleared. 

Gold Shipment Point 
Gold Points. 

Gold Standard 

See Gold Standard Act of 1900, Standard 
Money, Standard of Value. 

Gold Standard Act of 1900 

Although the single gold standard was 
established by statute in 1873, gold did not 
become the actual standard until the re- 
sumption of specie payments in 1879. The 
Act of 1900, in providing that the gold dol- 
lar be the standard of value of the United 
States, merely reaffirmed the Act of 1873. 
This act provided that all forms of money 
issued or coined by the United States should 
be maintained at par with gold, and that it 
should be the duty of the Secretary of the 
Treasury to maintain such parity. The act, 
however, did not provide adequate machinery 
for the maintenance of this parity and placed 
a burden upon the Secretary of the Treasury 
which, if it came to actual test, would be dif- 
ficult to fulfill. Nevertheless it did correct 
the chief defect of the old system by provid- 

ing a means of maintaining the parity of 
United States notes (or greenbacks). Other 
forms of paper money already were fully 
secured; National bank notes by Government 

bonds; gold certificates by gold; and silver 

certificates by silver. 
This act provides for the redemption of 

United States notes in gold on demand and 

for this purpose a reserve of $150,000,000 to 
be kept in the Treasury, is provided. If this 
fund falls below $100,000,000, the Secretary 
of the Treasury is required to restore it to 
$150,000,000 by the sale of bonds. The gold 

in this reserve cannot be used to meet a de- 
ficit in revenue and United States notes once 
redeemed cannot be reissued, except in ex- 
change for gold. 

The Federal Reserve Act again specifically 
reaffirms the parity provisions of the Act of 
1900 and makes due provision for enforce- 
ment by providing that the Secretary of the 
Treasury, in order to maintain such parity 
and to strengthen the gold reserve, may bor- 
row by selling bonds authorized under the 
Act of 1900, or by selling one year gold 
notes, or to obtain gold by offering these 
bonds as security therefor. 

Gold Supply 
See Gold Production, Gold Reserve. 

Good Delivery 
When securities are lodged with a bank 

or broker as collateral, or for purposes of 
sale, they must constitute a good delivery. 
A good delivery of securities implies (1) 
that they are physically genuine, (2) that 
title is vested in the owner and properly 
conveyed by him, (3) that they are in ne- 
gotiable form so that if it becomes neces- 
sary ‘to sell them, either through default or 
failure to respond to a margin call, the bank 
or broker possesses good title for purposes 

of sale. 
Rules of the New York Stock Exchange 

are based upon the usages and customs prac- 
ticed over a number of years among brok- 
ers and banks, and accordingly are stringent. 
The following points should be observed in 
examining securities to determine whether 
they constitute a good delivery: 

(1) Coupon bonds that are not registered 
pass from bearer to bearer without indorse- 
ment and therefore are readily negotiable 
without further action. 

(2) Registered bonds must be assigned 
by the party in whose name they are regis- 
tered. 

(3) Stock should be assigned in blank 
by the person, firm, or corporation, in whose 
name it is registered. 
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(4) Securities that are assigned by an 
attorney must have a power of substitu- 
tion executed on the reverse side of the cer- 
tificate. 

(5) Securities with an assignment in 
blank or power of substitution by an in- 
solvent party are not a good delivery. If 
such securities are held by others than the 
insolvent at the time of the close of the 
transfer books they are a good delivery if 
the company gives an affidavit for each certi- 
cate or bond affirming that said securities 
were held on the date prior to the insolvency. 

(6) Securities with an assignment in 
blank or power of substitution guaranteed by 
a member of the Stock Exchange suspended 
by insolvency are not a delivery and must 
be reguaranteed by a solvent member of 
the exchange. 

(7) Securities with an assignment in 
blank or power of substitution executed by 
a firm that has ceased to exist are not a 
good delivery except before the close of the 
transfer books. The assignment must be 
proved or acknowledged before a notary 
public. 

(8) Securities with efther an assign- 
ment in blank or power of substitution wit- 
nessed by a deceased person are not a good 
delivery. 

(9) Securities with an assignment in 
blank or power of substitution by a company 
that is dissolved and succeeded by one of the 
same name are a delivery only when the new 
company shall have signed the statement 
“Execution Guaranteed” under a date subse- 
quent to the formation of the new com- 
pany. 

(10) Securities in the name of a corpora- 
tion or an institution, or any name with of- 
ficial designation, are a delivery only when 
the statement “Proper papers for transfer 
filed by assignor,” is placed on each assign- 
ment and signed by the transfer agent. 

(11) Securities with an assignment in 
blank, or with a power of substitution, signed 
by a deceased person, or by a trustee, guard- 
ian, infant, lunatic, executor, administrator, 
assignee or receiver in bankruptcy, agents 
or attorneys, are not a good delivery. 

(12) Securities signed by a _ married 
woman are not a good delivery. A joint 
assignment and acknowledgment by a_ hus- 

band and wife before notary public will 
make such security a good delivery only 
when the transfer books are closed. 

(13) Securities in the name of an un- 
married woman with the prefix “Miss” are 
a good delivery without notarial acknowl- 
edgment only when signed with the prefix 
“Miss.” Otherwise, acknowledgment be- 
for a notary is necessary. 

(14) Securities of a company whose 
transfer books are closed indefinitely for any 
reason, legal or otherwise, an assignment on 
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each power of substitution must be acknowl- 
edged before a notary public. 

(15) Securities in the name of foreign 
residents are not a delivery on the day the 
transfer books are closed for payment of the 
dividends or registered interest, and reclama- 
tion can only be made on that day. 

(16) Coupon bonds without the next ma- 
turing coupon and all subsequent ones at- 
tached are not a good delivery. If the next 
maturing coupon should be missing the clerk 
must call attention to that fact to the broker’s 
messenger who will be required to sign a 
statement to the effect that such coupons are 
missing before the bonds will be accepted. 

(17) Securities which have extraneous 
markings upon them, either writing or pic- 
tures in ink, are not a good delivery. 

(See Delivery, Methods of Trading, Stock 
Transfers. ) 

Good Till Cancelled Orders 

Buying or selling orders lodged with a 
broker which are valid until executed or 
cancelled or countermanded. They are also 
known as open orders, and are usually indi- 
cated by the abbreviation, G. T. C. (See 
Orders). 

Goschens 

Another name sometimes given to British 
Consols, due to the fact that Mr. Goschen, 
Chancellor of the Exchequer, was respons-~ 
ible for the reduction in the rate on these 
obligations from 3% to 234% in 1888. The 
rate was again reduced to 2%4% in 1903. 
(See Consols). 

Gourde 
See Foreign Moneys—Haiti. 

Governing Committee 
See New York Stock Exchange. 

Government Assay Office 
See Assay Office. 

Government Bonds 

See Foreign Government Bonds, 
Bonds, United States Bonds. 

State 

Government Depository 
A bank designated by law to receive de- 

posits of Government funds. Most of the 
Treasury funds, except funds for redemp- 
tion of National bank notes, Federal Reserve 

notes, and Federal Reserve bank notes, are 
deposited with the Federal Reserve banks. 
Member banks may also be designated by 
law to serve as depositories. (See Deposi- 
tory). 
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Government Deposits 
Funds of the United States Government, 

postal savings deposits, funds of the Gov- 
ernment of the Philippine Islands, deposited 
with legal depositories. Any Government 
Depository (q. v.) is required by the Secre- 
tary of the Treasury to qualify for receiv- 
ing Government deposits, by pledging as 
collateral for such deposits, such securities 
as are from time to time published as 
eligible. The amount and rates are also 
indicated in the published list of eligible 
collateral, which consists broadly of obliga- 
tions of the United States Government and 
its territorial and insular possessions, state 
bonds, municipal bonds, dollar bonds of for- 
eign governments, and certain approved bonds 
listed on some recognized stock exchange 
among the railroad, public utility, and in- 
dustrial groups. Since Government deposits 
are secured by collateral, the depository bank 
is not required to maintain a reserve as in 
the case of other deposits. (See Deposits). 

Grace 
See Days of Grace. 

Grades (Grading) 
Standardization of the differences in 

quality of staple commodities so that they 
ean be readily recognized for the purpose 
of facilitating trade. Wheat, corn, cotton, 
ametals, coal, lumber, etc., are sub-divided in 
amany grades representative of certain recog- 
mized and accepted standards in the trade. 
‘The Federal Grain Standard Act passed in 
August, 1916, vested the Secretary of Agri- 

culture with authority to prepare standards 
of various grades of grain that may be 
traded in. Each exchange also defines its 
grain standards, which are maintained by 
federal and state inspectors, and those en- 
gaged by the grain exchange. 

To illustrate the case of wheat, twenty-one 
grades are deliverable on the Chicago Board 
of Trade, as follows: 

Deliverable on contract at contract price: 
No. 1. Dark hard winter wheat 

. hard winter wheat 

. yellow hard winter wheat 

. dark hard winter wheat 

. yellow hard winter wheat 
. red winter wheat 
red winter wheat 

. dark northern spring wheat 

. northern spring wheat 

. dark northern spring wheat 

. northern spring wheat 
. red spring wheat 

. red spring wheat NENNEE NE NNHE LD 
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(2) Deliverable on contract at 5c a bushel 
under contract price: 

No. 3. dark hard winter wheat 
3. hard winter wheat 
3. yellow hard winter wheat 
3. red winter wheat 
1. hard white wheat 

2. hard white wheat 

(3) Deliverable on contracts at 8c a bushel 
under contract: 

No. 3. dark northern spring wheat 
3. red spring wheat 

Twelve grades of corn are deliverable, as 

follows: 

(1) At %c per bushel over contract price: 
No. 1. white corn 

2. white corn 
1. yellow corn 
2. yellow corn 

(2) At contract price: 
No. 1. (mixed) corn 

2. (mixed) corn 

(3) At 2c per bushel under contract price: 
No. 3. white corn 

3. yellow corn 

(4) At 2%c per bushel under contract 
price: 

No. 3. (mixed) corn 

(5) At 4%c per bushel under contract 
price: 

No. 4. white corn 
4. yellow corn 

(6) At 5c per bushel under contract price: 
No. 4. (mixed) corn. 

The following are cattle grades: (1) good 
to choice steers, (2) fair to good, (3) com- 
mon and light; (4) choice fat cows, (5) 
fair to good, (6) common, (7) cutters and 
canners; (8) prime export bulls, (9) best 
butcher bulls, (10) fair to good bologna 
bulls, (11) common bulls; (12) choice fat 
heifers, (13) fair to good, (14) common 
and light; (15) fair to good stockers, (16) 
common to fair, (17) milkers and springers. 

The following are hog grades: (1) heavies, 

(2) extreme heavies, (3) light yorkers, (4) 
heavy yorkers, (5) medium, (6) pigs, (7) 
truck hogs, (8) roughs, (9) stag, (10) 

mixed and bulk of sales. 

Graduate Securities 
A name sometimes given to securities 

which have been transferred from the New 

York Curb Market to the New York Stock 

Exchange. (See New York Curb Market). 

Grain 
See Corn, Wheat. 
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Grain Bills 

Bills of exchange drawn against ship- 
ments of grain. (See Bill of Exchange). 

Grangers 
A name sometimes given to the principal 

grain-carrying railroads, and include the 
Northern Pacific, Great Northern, Chicago, 

Milwaukee and St. Paul, Chicago, Burling- 
ton and Quincy, Chicago and Northwestern 
Union Pacific, Illinois Central, and Atchison, 
Topeka and Sante Fe. 

Grantor 

A donor ; one who bestows a benefit. 
Trusts). 

(See 

Gratuitous Coinage 
Coinage of the standard metal without 

charge by the mints; coinage without 
Brassage (q. v.) or Setgniorage (q. v.). 
Gratuitous coinage is to be distinguished 
from Free Coinage (q. v.). (See Coinage). 

Gratuity 
A gift; donation; benefit. No member 

bank, or officer, director, or employee there- 

of, is permitted to make any gratuity to a 
bank examiner; nor is a bank examiner per- 
mitted to accept such a gratuity. To do so 
is a misdemeanor, and an offender is subject 
to fine or imprisonment. 

Greenbacks 

See United States Notes. 

Gresham’s Law 

A monetary principle named after Sir 
Thomas Gresham, Master of the English 
Mint under Queen Elizabeth, who while not 
the first to recognize it, was the first to 
clearly enunciate it and give it official stand- 
ing. This principle is that an over-valued 
money of equal legal tender power tends 
to displace an under-valued money ; that bad 
money (mutilated or debased money) drives 
good money out of circulation; or that 
cheaper money supplants dearer money. 

It has long been recognized that two kinds 
of money of equal legal tender power and 
nominally of equal value, but in reality of 
unequal value, cannot be kept in concurrent 
circulation. The cheaper money becomes a 
standard of value because people will pay 

their debts in the cheaper money and hoard, 
melt, or export the dearer money, or the 

dearer money commands a premium over the 
cheaper money. It is the operation of Gres- 
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ham’s Law that makes it desirable for a 
Government to provide for redemption of its 
over-valued metallic coins and paper money 
in standard money. 

Groat 

An English silver coin equal to four pence. 

Gross Debt 

Total debt without making adjustments 
for possible offsets. 

Gross Deposits 
Aggregate of deposits without making 

deductions for contra-deposits which a bank 
may have lodged with other banks. The 
determination of gross deposits is somewhat 
technical and in the case of member banks 
of the Federal Reserve System, must be 
computed on the basis of a formula pre- 
scribed by the Federal Reserve banks. State 
banks compute gross deposits on the basis. 
of a formula prescribed by the State Bank- 
ing authorities. Government deposits are 
not included in gross deposits. (See Net 
Deposits). 

Gross Earnings 
Total receipts of income; Gross Revenue 

(q. v.). 

Gross Profits 

Profits on goods sold without deducting 
selling and general administrative expenses. 
Gross profits are determined by subtracting 
the cost of goods sold from the amount 
received from their sale. It is termed gross 
profits because selling and administrative ex- 
penses must be deducted in order to deter- 
mine Net Profits (q. v.). 

Gross Revenue 
In railroad and public utility accounting, 

the total receipts form operations, corre- 
sponding to gross sales in an industrial or 

mercantile business. 

Ground Floor 

An expression used in finance to designate 
the specially reduced price at which the pro- 
motors, founders, or underwriting syndicate, 
sell the stock of a new corporation to 
selected persons before it is offered to the 
general public at a later date. The term 
refers especially to securities which rise 
rapidly in value after they have been offered 
to the public, but which have been offered 
to a favored few below the public offering 
price. 
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Guarantee 

See Guaranty. 

Guaranteed Bank Deposits 
See Guaranty of Bank Deposits. 

Guaranteed Bonds 

Bonds the payment of the principal or 
interest, or both of which, has been guar- 
anteed by a party other than the original 
debtor. Railroad and industrial corporations 
sometimes guarantee the bonds and notes of 
leased or controlled companies, or subsid- 
jaries, or companies in which they are finan- 
cially interested in order to strengthen their 

credit, or to elevate their investment position. 
While the market value of bonds guar- 

anteed by another party is undoubtedly en- 
hanced by such guaranty, investors should 
not purchase this class of bonds because of 
the guaranty alone. Such bonds should be 
intrinsically sound in themselves without the 
guaranty, since it may be difficult to enforce 
the guaranty against the guarantors in case 
of default of the principal debtors in an 
action at law. (Guaranteed bonds should be 
supported by sufficient security to meet the 
principal and interest, and the guaranty 
should be in such form as to compel the 
guarantor to meet any deficiency on the part 

of the principal debtor. 
When bonds are guaranteed after their 

issue, the guaranty appears in a separate in- 

strument, and the fact of guaranty is not 
recited on the face of the bond at all. When 
bonds are guaranteed by indorsement, the 
fact of guaranty is stated on the face of each 
bond, which contains the signature of the 
guarantor company. 

Guaranteed bonds are similar to Assumed 
Bonds (q. v.), and Indorsed Bonds (q. v.). 

Guaranteed Letter of Credit 

See Letters of Credit. 

Guaranteed Stocks 

Shares of stock the payment of the prin- 
cipal or dividends, or both of which, have 
been guaranteed by a corporation other than 
the issuer. Guaranteed stocks arise under 
much the same circumstances as Guaranteed 
Bonds (q. v.), but they are particularly 
creatures of railroad finance. Most guar- 
anteed railroad stocks are guaranteed as to 

dividends only, and arise by reason of one 
railroad company leasing its property to 
another, in return for which the lessee cor- 
poration guarantees the payment of dividends 
at a stipulated rate on the stock of the lessor 
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corporation. In default of payment of divi- 
dends, the lessor may take back its property. 

Preferred stocks are sometimes errone- 
ously called guaranteed stocks. 

Guarantor 

A surety; one who guarantees payment. 
A person, firm, or corporation may agree 
to guarantee a note for another party and 
become liable by indorsement to pay the 
obligations of another in case of failure or 

default by the original maker (principal 
debtor). Thus either or both the principal 
and interest on bonds, and dividends on 
stocks, are sometimes guaranteed. (See 
Guaranty, (Guaranteed Bonds, Guaranteed 

‘Stocks. ) 

Guaranty 
A contract or undertaking in which the 

signer, 2¢., guarantor, engages that the 

promise of another, shall be performed, 
usually the payment of a debt or the per- 
formance of a contract. A guaranty is a 
contract in which a third party, the guar- 
antor, intervenes in an agreement between 
two persons by becoming responsible to one 
for the default of the other, the person for 
whom the guaranty is made being known 

as the guarantee. For example, if Railroad 
No. 1 guarantees the bonds of Railroad No. 

2 the former is a guarantor, and promises 
their payment in case the latter fails to ful- 
fill its obligations. (See Guaranteed Bonds). 

There are two kinds of guaranties, guar- 
anty of payment, and guaranty of collection. 
In the first case the guarantor is in default 
the moment the debt is due and unpaid, 
while in the second the guarantor is in de- 
fault only after the principal debtor has been 
sued, and the creditor (guarantee) has em- 
ployed every expedient to enforce payment. 
When a bank issues a commercial letter 

of credit it requires the person for whom 
it is issued to sign a guaranty to pay all 
drafts issued thereunder, and to be respon- 
sible for the validity, correctness, and gen- 
uineness of the supporting document. A 
typical form of Letter of Credit Guaranty 
iS: 

Gentlemen : 

In consideration of the issuing by the 
Blank Bank of New York of their com- 
mercial letter of credit, 

IN OF peoctenn ver etetstos teva cents clit acses lureet ae tse otal et See 

LOVWACCOUNES Ole t-te iter consesstnsicact aeee eee 
TPs EA VOU. OT diastenstsrcatetssckuicctiocatectastioeee eee 
AVOUT DS: Lt news sve can teosteseeraciet coe eyhec caren meets 

PV VALLADIC Fa Versse oases ctk hiietia renee Pe sight drafts, 
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we hereby agree unconditionally the payment 
of all drafts issued under and in compliance 
with the terms of said commercial credit, at 
their maturity. 

It is understood that neither you, nor your 
agents here or abroad, will be responsible for 
the validity, correctness and/or genuineness 
of the documents purporting to relate to 
aforesaid credit, nor for the quality, quan- 
tity, and/or arrival of the merchandise de- 

scribed in such documents. 
You are to receive a commission of............ 

per cent together with all expenses incurred 
by you in connection with arranging the 
credit and the execution thereof. At least 
eaves ..day(s) prior to the maturity of any 
draft or drafts, the undersigned is to place 

you in New York funds sufficient to pay 
each acceptance with interest, if any, and all 
other charges relating thereto. 

Two forms of guaranty agreements are 

‘used in connection with bank loans, a con- 
tinuing guaranty and specific guaranty. In 
the former the guarantor is responsible for 
the default of the debtor for whom the 
guaranty is made up to a certain limit so 
long as the agreement is in force, and may 

therefore cover all the loans of the debtor. 
In the latter the guarantor holds himself 
responsible only for a particular described 
loan. 

The following are typical forms of guar- 
anty agreements: 

CoNTINUING GUARANTY 

the undersigned, in consideration of One 
Dollar, receipt whereof is hereby acknowl- 
edged, and the credits, discounts, purchases 
or loans given or made as hereinafter men- 
tioned, do hereby unconditionally guarantee 
to the Blank Bank of New York City (here- 
inafter called the Bank), its successors and 
assigns, that if before written notice from 
the undersigned, or any of them, not to give 
further accommodation hereunder, the Bank 

RAIMI ANY SCTE IE! TO Goossckiccaseevstecntesdseosaedesee 
(hereinafter called the Debtor) or discount, 
or purchase, or make any loan on, any com-: 

mercial paper made or indorsed by the 
Debtor, all sums payable upon. all such 
credits, loans, discounts and commercial paper 
shall be paid in full when respectively due, 
and, in case of extension of payment of any 
thereof, in whole or in part, all sums pay- 

able thereon shall be paid when due accord- 
ing to such extension; and also so agree to 

indemnify and save harmless the Bank, its 

successors and assigns, for all costs and ex- 

penses, including counsel and attorneys’ fees 
of enforcing the obligations of the under- 

signed hereunder, and/or collecting any item 
whose payment is hereby guaranteed. 

This shall be a continuing guaranty, but 
the liability of the undersigned hereunder 
Ri LEE CATERER COR Ree fe cpl sa cass cnaeisietearit Dollars 
Gy RRL A aes ), exclusive of any liability on 
account of said costs and expenses. 

Presentment or demand of payment from 
maker, and notice of receipt or acceptance 
hereof, or of intention to act, or of acting 

_hereupon, or of non-payment, or of protest, 
or of sale of securities, are hereby waived 
by the undersigned. 

Consent is hereby given by the under- 
signed that, from time to time, without 
notice to the undersigned, payment of any 
sum or sums payable upon any item whose 
payment is guaranteed hereunder, or any 
security for the payment thereof, may be 
extended in whole or in part, and any such 
security may be exchanged or surrendered. 

SPECIFIC GUARANTY 

In consideration of One Dollar, receipt 
whereof is hereby acknowledged, and of the 
discount or purchase of, or credit, loan or 

extension of time given or made’on, the fol- 
lowing described instruments: 
TRE H RO eee eee EHH HEHEHE OEE HEEETEEEHEHEEEE EERE ESTES HESS ESHEETS EE EEE HEHEHE 

TORR O ee Hee eee HEHE HEE HEHE EEE EEEEEEHEEHEEHOEESESESEEEEEEHEEEEEEEEEEESEE SHEE SEEDS 

POOR O Hee eee HEHE HEHEHE EEE EEEEEEEEEEH ESE SHEE EEEEEEEE HEHEHE HEHE HEHE EEE HEHE EOD 

By the Blank Bank of New York City 
(hereinafter called the Bank) .............cccespsecsese 
hereby unconditionally guarantee to the 
Bank, its successors and assigns, the gen- 

uineness of said instruments, including in- 
dorsements thereon, and payment thereof 
when respectively due, and, in case of ex- 
tension of payment of any thereof, in whole 
or in part, payment of all sums due there- 
under when due according to such extension 
or extensions; and hereby consent that, from 

time to time, without notice to the under- 
signed, payment of any of said instruments 
or of any securities therefor may be ex- 
tended in whole or in part, or any of the 
securities may be exchanged or surrendered; 
and hereby waive presentment, demand of 
payment from the maker, protest and notice 
of non-payment or protest, or of sale of 
securities, or of acceptance hereof or of 
intention to act or of acting hereupon; and 
agree to indemnify and save harmless the 
Bank, its successors and assigns, from all 

costs and expenses, including counsel and 
attorneys’ fees, of enforcing the obligation 
of the undersigned hereunder and/or col- 
lecting any of said instruments. 
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If the undersigned be more than one per- 

son, whether individual or corporate, their 

obligations hereunder shall be joint and 

several. 

Guaranty Fund 
A fund which the organizers of a non- 

stock (mutual) savings bank must create and 

subscribe in order to meet possible losses 
through decline in value of investments. In 

New York State the initial guaranty fund 
must be not less than $5,000. If the guaranty 
fund should subsequently be less than 10 per 
cent of the amount due to depositors, then 10 
per cent. of the net earnings for each year 
must be credited to the guaranty fund unless 
such amount should prohibit the bank from 
paying at least 3% per cent. dividends. In 
such case, only such amount as is left after 

paying 3% per cent. dividend, must be cred- 
ited to the guaranty fund. This fund belongs 
to the depositors, but no distribution of it 

can be made to the depositors (under the 
New York law) until the fund is in excess 
of 25 per cent. of the deposits. 

Guaranty of Bank Deposits 
Insurance of the payment of deposits to 

depositors in banks which become insolvent 

by bad management, embezzlement, or other- 

wise. While the great banks of issue in 
Europe and the United States for many 
years have guarded their note issues so 
strictly as to practically preclude the possi- 

bility of loss, the policy of protecting de- 
posits is a new departure in American bank- 
ing, deriving its original impetus from the 
panic of 1907. Oklahoma passed the first 
deposit-guaranty law in 1908, and its example 
subsequently was followed by Kansas, 
Nebraska, Texas, North and South Dakota, 
Washington, and Mississippi. 

The Kansas law, passed in 1909, may be 
taken as embodying typical features of each. 
This law provides for an annual assessment 
of one twentieth of one per cent of average 
deposits upon each bank voluntarily entering 
the system, but in computing the amount of 
deposits, the bank is allowed to deduct the 
amount of its combined capital and surplus. 
This last provision is held out as an induce- 
ment to accumulating a large capital and 
surplus. These annual assessments continue 

until the fund reaches $500,000, after which 
it is discontinued until the fund falls below 
that amount. Should the fund become de- 
pleted the banking commissioner may levy 
such additional assessments as are necessary, 
but not to exceed five assessments of one- 
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twentieth of one per cent of deposits in any 
one year. The fund is held in the custody of 
the State Treasurer subject to the order of 
the banking commissioner. In case a bank 
becomes insolvent, the commissioner takes 
charge of its affairs, issues to each depository 
an interest-bearing certificate, and then pays 
these off as soon as the assets of the failed 
bank are liquidated. If these assets should 
prove insufficient to cancel the certificates, 
the banking commissioner then certifies to 

the State Treasurer the balance yet due, 
and the latter pays such balance from the 
guaranty fund. 

The Oklahoma law (the first passed) per- 
mitted National banks to join the system if 
they chose to do so. The Attorney-General 
of the United States decided that such par- 
ticipation would be an exercise of powers 
not contemplated by any act of Congress, 
and, therefore, unlawful. 

Another form of deposit insurance is that 
provided by private insurance companies. 
This form has been held admissible for Na- 
tional banks by the Attorney General of the 
United States. H. White says that “from 
all points of view it is to be preferred to 
the deposit-guaranty laws of states.” * 
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Guardian 

A person appointed by a court, and under 

certain conditions by a will, to administer 

the estate of a minor. Either parent of a 

child may execute a will appointing the 

other the guardian of the person and prop- 

erty of such child during its minority. A 

surviving parent of any child likely to be 
born or of any living child less than 21 years 

of age and unmarried, may appoint any 

person or persons as guardian of the person 

and property of such child or children, by 
will. It is the duty of a guardian to take 
custody and charge of the tuition of the 
ward and to take custody and management 

of his estate. The guardian is required to 
conserve the property of the ward in his 
custody so that it shall not suffer deprecia- 
tion, and to turn over to the ward the in- 
come derived therefrom. When the ward 
shall have arrived at the age of 21, the estate 

is delivered to the ward under the order of 
the court. The guardian is required to make 
frequent accounting reports to the court 

* Money and Banking, p. 480. 
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during his guardianship; in New York, for 
instance, at the end of each calendar year. 

Trust companies and banks having fidueiary 
powers may act as guardian. 

Guilder 

Same as Gulden. 

Netherlands. 

(See Foreign Moneys— 

Guinea 
A former English coin of the value of 

297 

21 shillings, not coined since 1813. It was 
so called because made from gold brought 
from Guinea. 

Gulden 
See Foreign Moneys—Netherlands. 

Gusher 

An oil well which produces large quan- 
tities, especially one that flows without 
having to be pumped. 



H 

Half Crown 

An English silver coin of the value of 
2% shillings. It was first coined in 1551. 

Half Dime 
A former United States silver coin not 

coined since 1873. They were the first 
coins minted by the United States Mint and 
were legal tender in amounts up to $10. 

Half Dollar 

A United States silver coin containing 

173.61 grains of fine silver and 19.29 grains 
of copper alloy, and is 0.900 fine. It is 
legal tender in amounts up to $10. (See 
Subsidiary Silver Coins, Token Money. ) 

Half Eagle 
A United States gold coin of the value of 

$5.00. Its composition is the same as, and 
its weight one-half that of, the Eagle (q. v.). 
(See Gold Coins.) 

Half Penny 
An English bronze coin equal to one-half 

the value of the penny, and approximately 
equal in value to the United States one-cent 
piece. 

Half Sovereign 
An English gold coin being half the value 

of a sovereign (pound sterling), and there- 
fore equivalent to 10 shillings. It is eleven- 
twelfths fine and equivalent to $2.43328 in 
United States money. 

Half Stock 
Shares of stock of $50 par value, so-called 

because most shares are $100 par value. 
Quotations for half stocks on the New York 
Stock Exchange were formerly on the basis 
of two shares. Thus the shares of the 
Pennsylvania and Lehigh Valley Railroad 
companies each having $50 par value, were 
quoted at a price for two shares representing 
$100 par value. 

Hammer the Market 

An expression to denote the heavy and per- 
sistent selling of stocks by professional spec- 
ulators operating on the “short” side actu- 
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ated by the belief that prices are inflated and 
that a period of liquidation is imminent. 
When the “bears” make a raid upon the 
stock market they are said to “hammer the 
market.” 

Hammond’s Time 

The official time of the New York Stock 
Exchange by which its opening and closing, 

and close of the recognized settlement period, 
are regulated. 

Hard Coalers 

See Anthracite Roads. 

Hard Cash (Money’ 
A term to denote metallic money as dis- 

tinguished from paper money. It is also 
more loosely used to denote cash assets 
(whether actual currency or bank balances), 
as distinguished from other quick assets, e. g., 
notes and accounts receivable, inventories, 

and readily marketable securities. 

Harden 

A stock exchange expression to indicate 
a stiffening or strengthening of prices 
throughout the list due to increased buying, 
especially following an interval of price 
declines. 

Hard Spot 
A stock exchange expression to denote any 

single stock which stands out prominently in 
the day’s quotations because of its firmness 
or strength when the rest of the list is soft, 
1. e., tends to decline. 

Harter Act 

An Act approved by Congress February 
13, 1893, which sets forth the liabilities of 
shipowners in the carriage of goods at sea, 
and indicates the contents of the limiting 

clauses which an ocean carrier may place in 
its bills of lading. 

Heavy 
A stock or produce exchange expression 

used to denote a drop in prices due espec- 

ially to selling of long stock (or commodity 
contracts) by holders who are taking profits. 
It is a condition which exists in a market 



ENCYCLOPEDIA OF 

when supporting bids are not in sufficient 
volume and high enough to absorb offerings 
without price concessions, so that the pre- 
vailing price level declines. A heavy market 
is to be distinguished from a weak market, 

which is a liquidating market, and also from 

a sagging market in which price declines on 
the average are merely fractional. 

Hedge (Hedging) 

Reduced to its lowest terms, a form of 
insurance used among dealers in grain, cot- 

ton, foreign exchange, or securities, to pre- 
vent loss through price fluctuations. Hedg- 
ing in grain is commonly practiced by ele- 
vator companies, millers and exporters. 
Foreign exchange bankers, brokers, and 
dealers also practice hedging, which consists 
of selling by one who is “long” and buying 
by one who is “short,” of an equal amount 
of the commodity dealt in. Thus a person 
who hedges is in a neutral position,—he is 
committed to both “long” and “short” con- 
tracts for an equal amount. 

A typical illustration of. hedging is that 
practiced by a flour mill, although the same 
principle is involved in the case of a textile 
mill. Suppose a miller has contracts to de- 
liver to customers 4,000 barrels of flour a 
week for the next six months at a stipulated 
price. This output will require approxi- 
mately 470,000 bushels of wheat, more than 
even the largest miller can carry in stock. 
It represents a value, moreover, which if 
purchased at $1.00 a bushel, means an in- 

vestment of $470,000. Should the wheat de- 
cline only lc a bushel, a loss of $4,700 is 
involved. This risk is so great that millers 
as a class cannot afford to take it. Millers 
are not speculators, but are in the business 
of milling, and derive their profits from mill- 
ing operations; not through price fluctuations. 
To avoid assuming this risk, therefore, the 
miller sells in the future markets an equal 

amount of wheat, distributing his future 
sales contracts to mature at times he needs 
to buy cash wheat for filling his flour con- 
tracts. In other words, as fast as he buys 
cash wheat from samples that meet his mill- 
ing demands, he sells an equal amount of 

future contracts at a stipulated price. In- 
stead of actually making delivery, however, 
millers usually sell their contracts to pro- 
fessional speculators, or others who may 
want wheat at the delivery time. In case 
the price of wheat goes up, the miller, of 
course, has made a profit on his holdings of 
cash wheat. This profit, however, is offset 
by the necessity of having to pay a higher 
price when he covers his contract on de- 
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livery date. What he gains in the cash 
transaction is lost in the future transaction. 
On the other hand, if the price declines, the 
loss on his holdings of cash wheat is offset 
by having to pay a lesser price when 
he covers his contract on the delivery date. 
Thus, whether the price rises or falls, the 
hedger gains (or loses) as much on his cash 
contracts as he loses (or gains) on his 
future contracts. 

The expense for hedging 5,000 bushels of 
grain, buying and selling (round turn), is 
$12.50, which is relatively cheap insurance. 
A person who owns stocks may also hedge. 

Suppose one owns 100 shares of U. S. Steel 
purchased at 100. The price has declined to 
say, 95 and the prospects, as indicated by 
the chief business barometers, are for a still 
greater decline. By selling 100 shares with 
the intention of subsequently buying them 
back at a lower price, hedging is accom- 
plished. Thus if the stock declines to 80, the 
hedger covers at a 15 point profit, thus 
wiping out most of the loss on his original 
purchase. If the stock should rise to 105, 
the hedger can cover his contract by de- 
livering his original purchase without loss 
on the transaction. Thus hedging, contrary 
to popular impression, whether in com- 
modities, foreign exchange, or in securities, 
is the very opposite of speculation, under- 
taken in fact, for the purpose of avoiding the 
risk of price changes. 

Heir 

In a strict technical sense, a person, also 

known as an heir-at-law, who is entitled to 
the real property, or a proportionate share 
thereof, left by a deceased person who made 
no will, 7. e., a person who succeeds to an 
intestate estate. In civil law the term has 
a broader meaning, and includes any person 
who is created successor of an estate by the 
operation of law or by will. In the first 
case (of intestacy) he is the next of kin, and 
is called the heir-at-law, or heir by intestacy ; 
in the second case, the testamentary heir. No 
person can be an heir of a living person, but 

may be an heir apparent. 
A direct heir is a lineal descendant, or one 

in the direct line of the decedent, e. g., son, 

daughter, father, mother, grandson, grand- 

daughter. A collateral heir is one not in 

direct line of the decedent, e. g., brother, 
sister, uncle, aunt, nephew, niece. (See De- 

vise, Legacy.) 

Heir-at-Law 

See Heir. 
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Heller 

See Foreign Moneys—Austria, Hungary. 

High Finance 
An expression used to indicate the un- 

warranted or speculative use of funds be- 
longing to others. Thus the officers of a 
bank or other company who use the com- 
pany’s money for financing an unsound ven- 
ture, or for the purpose of buying specula- 
tive securities for the purpose of making 

speculative profits, are guilty of high finance. 
Any situation in which the money of other 
people is used by a person or concern in a 
speculative manner. The expression also 
refers to the practice of borrowing to the 
utmost limit on one’s assets, 7. e., trading 
on a thin equity. 

High Grade Investments 
Investments of superior merit; bonds or 

other obligations upon which the principal 
and interest will be paid under any circum- 
stances which may be reasonably conceived. 
Most civil bonds, and such bonds of seasoned 

corporations as are secured by underlying 
mortgages, and are protected by a long rec- 
ord of earnings and dividend payments, be- 
long to this class. In general the underlying 
bonds of seasoned railroad, public utility, 
and industrial corporations, and the bonds of 
the United States Government, and its politi- 
cal subdivisions enjoy the highest investment 
rating. Perhaps a few preferred stocks may 
be included under this heading. 

Specific bond issues are given an invest- 
ment rating in Poor’s Manual. (See Manu- 
als.) 

Hoarding 
Storing money in a secret place. Ordin- 

arily current funds received by individuals 
or concerns are deposited in banks or used 
in trading transactions, thus being kept in 
circulation. Hoarded money is money which 
is withdrawn from circulation for which 
use it was intended. 

Hoarding may result from: three causes: 

(1) bank depositors during a panic may start 
a “run” on a bank by withdrawing their cash 
for fear that they will not later be able 
to do so; (2) illiterates and immigrants, 

skeptical of the safety of banks, or ignorant 
of their advantages, sometimes keep actual 
money savings in a hidden place, where ob- 
viously it earns no interest; (3) when paper 
money is not maintained on a parity with 
metallic money which is worth more, the 
latter may be hoarded or sold at a premium. 

Holder 

The bearer in possession of an instrument ; 
the payee or indorsee of a bill of exchange, 
check, or note; the person who holds the 
equitable title to an instrument. (See Holder 
in Due Course.) 

Holder in Due Course 

According to the Negotiable Instruments 
Law, a person who has taken a negotiable 
instrument (check, note, or bill of exchange) 
under the following conditions: (1) that it 
is complete and regular upon its face; (2) 
that he became the holder of it before it was. 
overdue, and without notice that it had been 

previously dishonored, if such were the fact; 
(3) that he took it in good faith and for 
value; and (4) that at the time it was ne- 

gotiated to him he had no notice of any 
infirmity in the instrument or defect in the 
title of the person negotiating it. 

Holding Company 
A parent corporation which owns all or the 

majority of the stock of its constituent sub- 
sidiaries. A holding company may be, but 
usually is not, an operating company, and is 
organized chiefly for the purpose of owning 
the securities of the corporations it desires. 
to control. Ownership may be secured by the 
exchange of it own securities for the se- 
curities of its subsidiary corporations, or 
through the purchase of the securities of its. 
constituent companies from the proceeds of 
sale of its own securities. It is a favorite 
device for concentrating control of large 
properties in the hands of a comparatively 
few persons with a minimum of -capital and 
maximum of liability. The purpose of a 
holding company is usually to effect a com- 
bination of competing concerns in order to 
curtail competition and still meet with the re- 
quirements of the law, or to secure uni- 
formity of and centralization in management 
and to effect economies in operation. 

United States Steel Corporation and Cities 
Service Company furnish typical examples 
of holding companies. (See Parent Com- 

pany. ) 

Holding the Market 
Supporting the market. (See Support.) 

Hold-Overs 

Checks and other items which, because of 
errors or other irregularities, e. g., missing 
bank stamp, post-dating, etc., cannot be col- 
lected on the day of receipt and held over 
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as cash until the following day, or until the 
irregularity can be adjusted. 

Holidays 
See Bank Holidays. 

Home Debit 

A Self-Check (q. v.) ; a term used among 

bank employees to designate checks deposited 
for credit or presented for payment at the 
bank on which they are drawn. 

Honor 

To pay a check or demand draft when it 
is presented to the drawee for payment, to 
accept a time draft or other time instrument 
when presented at maturity. A bank honors 
a check when it pays it. (See Acceptance 
for Honor, Dishonor, Payment for Honor.) 

House Bills 

Bills of exchange drawn by a bank or 
other institution on its branch, agency, or 
subsidiary abroad. They are usually single- 
name bills. 

Hung Up 
An expression used to describe the con- 

dition of an investor or speculator who has 
purchased securities the prevailing prices of 
which are below the original purchase prices, 
and which, therefore, cannot be disposed of 
without loss; to be loaded up with undesir- 
able securities thereby tying up the owner’s 
capital, and preventing him from making 
other commitments at favorable opportuni- 

ties. 

Hydro-Electric Company Bonds 
Bonds of companies producing and selling 

electrical energy. 

Hypothecary Value 
Loan value; collateral value; the value 

of securities or other collateral, e. g., notes, 
acceptances, etc., when placed on deposit with 
the lender, as a pledge for the payment of 
a loan. Good bonds usually have a hy- 
pothecary value equal to from 75 to 90 per 
cent. of their market value. (See Collateral, 
Hypothecation. ) 

Hypothecation 
The deposit of securities, or other col- 

lateral, e. g., notes, acceptances, bills of lad- 
ing, warehouse receipts, etc., as a pledge for 

the payment of a loan. Securities must be 
in negotiable form before they are acceptable 
as Collateral (q. v.). 

Hypothecation Certificate 
A certificate attached to a bill of exchange 

drawn against a shipment of goods, which 
describes the nature of the shipment, and 
authorizes the banker buying the bill to dis- 
pose of the goods in case payment or ac- 
ceptance of the bill is refused. The hy- 
pothecation certificate, also known as a let- 
ter of hypothecation, is given by the seller of 
the bill together with the bill of lading, in- 

surance certificate and other documents, as 
further security to the buying bank. 
A general hypothecation power is some- 

times executed by habitual drawers of bills 
of exchange which is applicable to all the 
bills which they may sell to their bankers. 
This is held by the purchasing bank. 



Identification 

A bank is liable to a customer for paying 
a check to an unauthorized payee, and a 
bank, therefore, must use great care in pay- 
ing out its funds. When an account is 
opened the identity of the principals should 
be established immediately and their signa- 
tures placed on file. 

Checks or other instruments should not be 
cashed for persons who are unknown. If a 
check is presented by a stranger, it should 
not be cashed until the indorsement or guar- 
antee of one of the bank’s customers can be 
secured. This is the best identification. In 
the case of small items or checks drawn 
under letters of credit, personal letters, pass- 
ports, or an identification book may be ac- 
cepted as identification media. 

Very often a concern’s payroll clerk, or 
persons other than the principal of the ac- 
count present payroll checks, and authority 
may be given by the principals for this pur- 
pose. The identity of the person receiving 
the funds should always be established, how- 
ever, by requiring him to indorse the check. 
Paying tellers are not usually permitted to 
cash checks drawn on other banks: without 
approval from an officer. (See Finger Print 
Identification, Signature Department, Signa- 
tures. ) 

Idle Money 
Loose funds not being employed; money 

awaiting investment; free capital. 

If Issued 

See When Issued. 

Iliquid 
Not really convertible into cash; the op- 

posite of liquid. Illiquid assets are those 
which can be realized upon only with diff- 
culty, or at a sacrifice in value. Fixed assets 
are illiquid assets. 

Immediate Credit Account 

A deposit account which enjoys a special 
privilege. Banks sometimes agree to credit 
for interest purposes all local items deposited 
by a customer immediately upon receipt, 
and out-of-town items immediately upon col- 
lection. Many depositors’ accounts do not 
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bear interest at all and usually interest does 

not accrue on check deposits until one day 
after collection on the principle that the 
funds must remain in the bank one day be- 
fore they are entitled to bear interest. 

Impaired Capital 
Whenever a bank or other corporation in- 

curs losses in excess of combined surplus and 
undivided profits, the capital becomes im- 

paired. In the case of a bank, impaired capi- 
tal must be restored, otherwise liquidation 
is enforced by the banking authorities. 

Impaired Credit 
Weakened or diminished credit, especially 

as expressed in the reduction or total with- 
drawal of credit usually extended to a con- 
cern by its banking connections. Impaired 
credit may be the result of a breakdown in 
any one of the essential elements of a credit 
risk—moral risk, business risk, or property 
risk. (See Credit, Line of Credit.) 

Import Credit 
See Letters of Credit. 

Import Duty 
See Customs Duty. 

Import Letter of Credit 
See Letters of Credit. 

Import Specie Point 
See Gold Points. 

Improvement Bonds 
A sub-classification of municipal bonds. 
Bonds issued by a municipality or district 

for the erection of public works, or other 
improvements usually with more _ specific 
titles, e. g., public improvements, or street 
improvement bonds. They are sometimes 
Special Assessment Bonds (q. v.).  Im- 
provement bonds are municipal debentures 
and are not to be confused with Jmprovement 
Mortgage Bonds (q. v.). 

Improvement Mortgage Bonds 
Bonds secured by a junior mortgage (usu- 

ally on a railroad or public utility property) 
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to provide for improvements or additions. 
These bonds are practically equivalent to 

general mortgage and refunding bonds, and 
like general mortgage bonds are customarily 
authorized and issued in sufficient quantity 
not only to provide for future betterments, 
but to retire the underlying mortgage bonds 
as they mature. When first issued they rep- 
resent a second or perhaps third lien, but 
upon the retirement of the prior or under- 
lying issues they may eventually become a 
first lien. 

They are to be distinguished from exten- 
sion bonds which are secured by additional 
real property or right-of-way, and from im- 
provement bonds which are municipal or 
quasi-municipal issues. (See Extension 
Bonds, Improvement Bonds.) 

Inactive Account 

An account with a bank which shows a 
stationary or declining balance and against 
which both deposits and withdrawals are in- 
frequent; or an account with a broker which 
shows few transactions, either purchases or 
sales. (See Active Account.) 

Inactive Market 

A market in which the volume of sales for 
the day or other period is small in compari- 
son with average transactions. In an inactive 
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not traded daily, some not being quoted more 
than once a month. From the standpoint of 
collateral (loan) value, any security which is 
traded every day is regarded as active. From 

a broker’s standpoint, however, a security 

may not be regarded as active unless, say, 
50,000 shares per day are sold, whereas an 
inactive security might be one in which, say, 
500 shares or less, are sold. (See Active 
Securities. ) 

In and Out 

An expression used among speculators to 
denote a transaction quickly turned over. One 
who buys or sells (or vice versa) a security 
on the same day, or within a brief period, is 
in and out of the market. 

Income 

A term used in income tax accounting to 
indicate money received by a person, firm, or 

corporation from all sources over a period 
of time, usually a year. In a narrow in- 
vestment sense, the term means the periodic 
(usually annual) accrual or return upon one’s 
investments or income bearing property, e. g., 
stocks, bonds, mortgages, notes, real estate, 

etc., as distinguished from return for serv- 
ices, @. g., salaries, commissions, etc. 

The derivation of income may best be 
shown by the following outline: 

CORPO ORO meee HEHEHE EER ES OEE OEEe 

SOOO ORO eee ere ee eee eeeeeeess esse 

POOP HORE ETH e HET eH EH Ee ese eee®e 

— Income — 
Rents 
Interest, Profits 
Profits, Dividends See emee teres eeeeseeseseeee 

Profits 

— Property — 
Property OTN OR EEN a | PR aa oemeipaies 
Income (2) Capital Investments ... 

(3) Speculative Investments 
(4) Appreciation and Depreciation on Capi- 
fe tae HOGS Hereetirnttaeccon tans: 

Service (1) Wages 
Income (2) Salaries 

(3) Fees, Commissions, Royalties, Tips, etc. 

KINDS OF INCOME 

stock market the number of securities dealt 
in and number of shares per transaction are 
small due to lack of public participation. An 
inactive market is usually one in which trad- 
ing is largely confined to professionals. On 
the New York Stock Exchange sales of 500,- 
000 shares or less per day would be con- 
sidered as inactive. (See Active Market.) 

Inactive Securities 
Stocks or bonds, whether listed on the 

New York or other stock exchange, not 
frequently traded in. There are degrees of 
activity and inactivity. Many securities are 

Income Basis. 
See Basis, Income Return, Yield. 

Income Bonds 

Bonds the payment of interest upon which 
is contingent upon earnings. Income bonds 
usually grow out of railroad reorganizations 
in which holders of defaulted mortgage 
bonds are required to accept income bonds. 
The principal of income bonds may be se- 
cured by a mortgage but one which consti- 
tutes only a junior lien, or they may be col- 
lateral trust bonds or plain debentures. In- 
terest upon income bonds does not consti- 
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tute a fixed charge, and is payable out of 
earnings only after all fixed charges have 
been met. Failure to pay interest on income 
bonds, except when earned, does not en- 

title the bondholders to the right to sue. 
Interest is not paid if earnings are insufh- 
cient, but if the entire interest requirements 
for the issue are not earned, usually such 

portion as is earned may be declared payable. 
Income bonds are cumulative or non-cumu- 
lative and bear no coupons, interest usually 
being declared by the Board of Directors, as 
in the case of stocks. 

Obviously, income bonds are not high 
grade investments and are the least desirable 
of all the bonds of a given corporation. They 
rank just above the preferred stock. 

Income Return 

The money accruing or earned upon an 
investment per year. The income return 
upon stock is found by dividing the amount 
of annual dividends by the purchase price; 
thus, if U. S. Steel common is purchased at 
80 and pays $5.00 in annual dividends, the 
income return is 6.25 per cent. The income 
return on bonds may mean two things, the 
annual return upon purchase price, or yield 
if held to maturity. The former is ascer- 
tained in the same way as the income return 
from stock, 7. e., by dividing the annual 
amount of interest by the purchase price. 

For the return if held to maturity, see 
Yield. 

Income Tax 

A complete treatment of this subject is 
impossible in this work. The following bib- 
liography is given: 

BIBLIOGRAPHY 

R. H. Montcomery: Income Procedure 

(Annual Editions since 1916). 

GeorcE E. Hotmes: Holmes Federal In- 
come and Profits Taxes. 

PRENTICE-HALL Co.: Income Tax Course. 

STANDARD STATISTICS Co.: Standard Man- 
ual of the Income Tax. 

Incoming Exchanges 
Checks presented at a clearing house by 

other member banks upon the bank against 

which they are drawn in the clearing process. 
In the exchange of checks at the clearing 
house, each bank is presented by other mem- 

ber banks with the checks drawn against it 
which other banks previously have taken 
for credit. Incoming exchanges are the 

checks which each bank receives at the clear- 

ENCYCLOPEDIA OF BANKING AND FINANCE 

ing house from other members, as distin- 
guished from the checks which each bank 
presents against the other member banks. 

Incoming exchanges represent debits to the 
receiving bank’s depositors’ accounts. (See 
Clearing House, Clearing House Exchanges. ) 

Inconvertible Paper Money 
See Fiat Money, Irredeemable 

Money. 
Paper 

Incorporated Trustee 
A trust company; a bank authorized by 

law to act in a fiduciary capacity, as dis- 
tinguished from an individual trustee. (See 

Trustee. ) 

Indenture 

A deed or agreement under seal between 
two or more parties, so called because ori- 
ginally a deed was indented or zigzagged 
along one of the margins. Since issued in 
duplicate, proof of genuineness or falsity of 
the documents was secured by comparing the 
indentations on the original with the dupli- 
cate, which if genuine, coincided with the 

original. In modern usage this term is 
equivalent to mortgage indenture or Deed 
of Trust (q. v.). 

Independent Banking System 
A banking system in which banking is 

conducted by separate, local institutions, 
owned in the community in which they are 
established, locally managed, and having a 
single office, or if branch offices, the latter 
are confined to the same city. Independent 
banking is one of the features of the Ameri- 

can banking structure, as distinguished from 
branch banking which characterizes the bank- 
ing of Canada and many of the European 
countries, where banks are permitted to 
establish branches without limitation as to 
number or location. 

The advantages claimed for independent 
banking art that it prevents the development 
of centralized control, and the concentration 

of banking power in the hands of a few in- 
dividuals. It also permits sounder banking 
operations, especially in providing credit, 
since each banking unit is in closer contract 
with the local situation which is more likely 
to be understood by resident managers than 
by officials operating from a central office. 
(See Branch Banking.) 

Independent Treasury System 
A system established in 1846 under which 

Government funds were taken out of the 
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banks and placed in the Treasury and sub- 
Treasuries. Between 1833, the date of the 

expiration of the charter of the Second Bank 
of the United States, and 1846, Government 
funds were maintained in state chartered 
banks exclusively. It was largely due to 
the charge of favoritism in the selection of 
state banks as depositories that the Inde- 

pendent Treasury System was adopted. Prior 
to 1833, Government funds were kept in 
the First and Second banks of the United 
States. (See Bank of the United States.) 

In the period from 1846 to 1863 Govern- 
ment funds were kept exclusively in the 
Treasury and sub-treasuries, no banks being 
used as depositories of Government funds 
until after the National Banking System 
was established in 1863. Since the estab- 
lishment of this system, National banks have 

to some extent served as Government de- 
positories, thereby supplementing the treas- 
uries as custodians of Government funds. 
With the establishment of the Federal Re- 
serve System, the Federal Reserve banks 
are intended to serve as the chief depositories 
for Government funds, although member 
banks are still eligible for this purpose and 
large amounts are still kept on deposit with 
them. 

The disadvantage of the independent 
Treasury system is that it is likely to dis- 
turb the money market by irregular deposits 
and withdrawals of money. While some of 
the governmental receipts from taxation are 
regular, a large portion, including income 
taxes, are quarterly. Withdrawals, more- 
over, are apt to be exceedingly irregular. If 
irregular deposits and withdrawals happen to 
occur when money is tight—especially at the 
crop moving period, the result is likely to be 
harmful. On the other hand, the Independ- 
ent Treasury System can be of aid in time 
of a crisis or panic by the deposit of surplus 
Government funds in the banks, thus provid- 
ing a larger central reservoir. Sub-treasuries 
were abandoned in 1921, their functions be- 

ing taken over by the Federal Reserve banks. 
(See Depository, Sub-Treasury, Treasury 
Department, Treasury Statement.) 

BIBLIOGRAPHY 

D. KIntey: The Independent Treasury of 
the United States in its Relations to the 
Banks of the Country, 1911. 

Indeterminate Bonds 

Bonds which have no fixed maturity date 

but which are callable at the option of the 
issuer usually after a specified date. (See 
Perpetual Bonds.) 

Index-Numbers 

Numbers which are representative or typi- 
cal of the movement of prices of a single 
commodity or group of commodities (or 
wages, securities, exports, or other variable) 
or of the average prices prevailing during 

a given period, taken as a base with which to 
compare the price of these commodities (or 
other variables) at later dates. 

The following is a definition of an index- 
number of wholesale commodity prices. 
“An index-number of any given article 
at any given date is the percentage which 
the price of that article at that date is of 
the price of the same article at a date or 
period which has been selected as base or 

standard.» The method of computing index- 
numbers may be illustrated as follows. The 
average price of each commodity for the 
year 1913 is considered as 100. Then every 
month the prices of the various commodities 
are turned into relatives on that scale. Thus 
if wheat sold in 1913 at 1 a bushel and in 
May, 1918, at $2.26 a bushel, the relative 
price of wheat is then 226. If, on the other 
hand, the price of any commodity should 
drop from 50 cents to 40 cents, the relative 
price would be 80. To ascertain the change 
that has occurred from month to month in 
the general level of prices it is only neces- 
sary to strike an average of those prices.’”* 

An index-number may be (1) an average 
of relative prices or average percentages of 
change in prices; (2) a sum in dollars and 
cents showing changes in the aggregate cost 
of certain definite quantities of certain com- 

modities, e. g., Bradstreet’s index-number of 
wholesale prices; and (3) relative figures 
made from a series of the second type. 

Most index-numbers are general series, 

and while the majority of them are pre- 
pared to show changes in wholesale prices, 
they may also be constructed to show (1) 

the change in the value of money; (2) rise 
or fall in the cost of living; (3) alternations 
of periods of prosperity and depression; (4) 
the change in the purchasing power of the 
dollar; (5) the change in wage level, in ex- 
port and import trade, bank clearings, bank 
deposits, etc. 

The purpose of index-numbers of whole- 
sale prices is to show the variation or trend 
in the price level. There are three general 
types of such index-numbers, the continuous 
index-number, e. g., “Dun’s” and “Brad- 
street’s,” the chain index (not frequently 
used), and the base index. Preference 
seems to be for the first which shows the 

Paris GwLoultone 
Society, p. 22. 

Financial Organization of 
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average rise or fall of prices compared with 
the next or any preceding date, e. g., week, 
month, or year. In the base index com- 
parison is made with the average of prices 
for a fixed base period, ec. g., 1890-1899, that 
used in the Bureau of Labor Statistics index- 
number. Base index-numbers become less 

significant the longer they are maintained. 
“Making an index number involves several 

distinct operations: (1) defining the purpose 
for which the final results are to be used; 

(2) deciding the number and kinds of com- 
modities to be included; (3) determining 
whether these commodities shall be weighted 

according to their relative importance; (4) 
collecting the actual prices of the com- 
modities chosen, and, in case a weighted 
series is to be made, collecting also data 
regarding their relative importance; (5) 
deciding whether to measure the average 

variations of prices or the variations of a 
sum of actual prices; (6) in case average 
variations are to be measured, choosing the 
base upon which relative prices shall be com- 
puted; and (7) settling upon the form of 
average to be struck. 

“At each one of these successive steps 
choice must be made among alternatives that 
range in number from two to thousands. The 
possible combinations among the alternatives 
chosen are indefinitely numerous. Hence 
there is no assignable limit to the possible 
varities of index-numbers, and in practice 
no two of the known series are exactly alike 
in construction.’* 

There are seven continuous index-numbers 
of wholesale prices prepared and published 
in the United States. The principal facts 
regarding these index-numbers are presented 
in the table below: 

In addition to the continuous index-num- 

bers prepared in the United States, a num- 
ber of series limited to a certain period have 

been prepared for special purposes by sep- 
arate investigators. The War Industries 

Board made an index-series, for the war 
period (1913-1918), which embraced 1,366 
commodities, divided in 7 groups. It was 
based upon the first normal pre-war year, 
1913. The Food Administration prepared an 
index series of 26 food products using the 
years 1911-1913 as a base, to cover the 
period 1911-1918. The Senate Finance Com- 
mittee constructed an index-series based upon 
223 commodities after 1860 and 85 com- 
modities before that date, covering the period 
1840-1891, and using the year 1840 as a base. 
Index-numbers are also prepared in most 

of the leading foreign countries, and it is 
surprising to note the synchronization and 
similarity in the degree of change that oc- 
curs in the trends of the various nations. 
England has 5 important index-numbers 
(London Economist, 44 commodities; Eng- 
lish Board of Trade, 150 commodities; 
Sauerbeck, 45 commodities; London Statist, 
45 commodities ; and London Times). France 
has the index-number of the Bureau of Gen- 
eral Statistics, 45 commodities ; Canada, De- 
partment of Labor, 272 commodities; Japan, 
Oriental Economist (Tokyo), and Bank of 
Japan (Tokyo), 56 commodities; Australia, 
Commonwealth Bureau of Census and Statis- 
tics, 92 commodities; Germany, Frankfurter 
Zeitung; Italy, Riccardo Bachi, 40 commodi- 
ties; Sweden, Svensk Handelstidnung, 47 
commodities; Norway, Christiania Okono- 
mist Revue. 

The table on the following page shows the 
rise and fall of wholesale prices in the United 

States since 1900 according to Bradstreet’s 
index-number : 

Number 
Year of Number of 

Name of Index-Number Begun Base Groups Commodities Where Published 

Bureau of Labor Statistics:...... 1902 1890-1899 9* 404 Monthly Labor Review 
100 

Bradstreet cantesrharstse ated cries 1895 None 13 96 Bradstreet’s 
About 

Derr rata cata laiad ie ntced ots 1901 None 7 300 Dun’s Review 
Federal Reserve Board ......... 1918 1913 6 90 Federal Reserve Bulletin 
Federal Reserve Bank, New York 1913 1913 1 20 Monthly Review Federal 

Reserve Bank, N. Y. 
AnnalistheCiocaronly macaw. ese sc 1913 1890-1899 1 25 The Annalist 

100 
Thomas Gibson (food only)...... 1910 1890-1899 1 227 Gibson Weekly Market 

Letter 

* Farm products, food, cloths and clothing, fuel and light, metals aA metal products, building 
materials, chemicals and drugs, house furnishing goods. 

Fifty commodities before 1913. 

Price INDEX—NUMBERS IN THE UNITED STATES 

*W._C. Mitchell: The Making and Using of 
Index-Numbers, in Bulletin of the United States 
Bureau of Labor Statistics, No. 173. 

See also: Index-Numbers of Wholesale Prices 

in the United States and Foreign Countries, in 
bulletin No. 284. National Industrial Conference 
Board also issues a monthly cost of living index 
number. 

i 
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PUBLICATION. 

Iron Age 
Iron Age 
Steel and Metal Digest 
Steel and Metal Digest 
Iron Trade Review 
Coal Age 
Lumber 
Lumber 
Bradstreet’s 

peices a 7.8839 June 
tei seed 7.5746 July 
iiwadaes 7.8759 Aug. 
Codatcieudane 7.9364 Sept. 
Reeser 7918/. Oct: 
nd ale 8.0986 Nov. 
bisas Paced 8.4176 Dec. 
sakastess: 8.9045 Jan. 
shiaueceorhs 8.0096 Feb. 
Bc daShicds 8.5153 Mar. 
ee Pe tee 8.9881 Apr. 
Beds 8.7129. May. 
Mecacke ate 9.1867 June 
Pena 9.4935 July 
Mpbistion 9.2976 Aug. 
Peyideienl 8.9522 Sept. 
Sebdaisteske 9.1526 Oct. 
eI ER: 8.8857. Nov. 
Lieut 8.7562 Dec. 
PvE §. 8.6566 Jan. 
Recents! 9.2416 Feb. 
couidepities 9.1431 Mar. 
a Pee 9.7753 Apr. 
eters fr 9.8698 May 
| ek paper 9.9774 June 
Ler ek ae 10.9163 July 
rere 11.7598 Aug. 
Be actehs 11.5294 Sept. 
Fae tines 12.0399 Oct. 
UAE Be 13:7247.. NOV: 
sete 3 14.5769 Dec. 
Saha the 16.0680 Jan. 
en 16.9135 
telat 17.9436 
ahaha 18.4431 
paren tS 19.1624 
Bieaiabe 18.9942 
ee ne 18.5348 
eee 17.2795 
tle ee 18.8964 
Farisavtencs 19.5215 
Bs ericatos 20.3638 
cee TS 20.8690 

RUG eR bene css tessa boreytaphcanssisied 19.8752 
RAIA ocsReehdervackdtasseake Ohta sanedlotiovas chien 19.3528 
Ud cok EN BSA FER Ay SER ee 18.8273 
LEP CALM ase NRT catelds Hey skercibiateie invistehenes 17.9746 
LL atcha sea gtertontsdistitersaiedis sas ccisaseas 16.9094 
EMU Eet eco vesdresetbeasssbges citasendselrsasaie 15,6750 
BEA petits see eas fare kl Vas tases oan toons 13.6263 
Bik AedhsSebertes stattoas dvaahasndsts oiticscoutes 12.6631 
LOZ U etlencsielcaletaeblvis tatloss asabed snsptissourh 12.3689 
UO Te atd eecbet tharvts dae teatvorsGihratens schnahs 11.8650 
RZ) patie oityls badtes anteitind cecpetssned 11.3749 
This bestia eave taichitasvean eves <tesiceoncossancon 10.8208 
RO] eatescia sappacshiavetecan satesnbpirseenvesans 10.6169 
DOD Te encritissssdenyscecthabecats tvealarte aed 10.7284 
POD Liraiiene tant ctagshes Weatstahches wei eadse 11.0576 
RUZ E Arc ssnis tea hvedsvatnarerety;cesseacss fess ivke 11.0868 
VIZ lissincssicessenteiseantscesdtasrten=scesasoreed 11.1879 
TO ics scanutiasereassextatieremrigsscacenziet sare 11.3514 
LOA dividsgessacescterssts sevenvisderentotest se 11.3127 
O22 inch oiesntoanimenresiecss 11.3725 
LOZ ssaschutcktopesense cte seaneotscnetsrcssensénee 11.4190 
TOZZ pieaccheveregisissvessbocndrteassanrentebea toe 11.6001 
LD ZZcrsistveanctscnesensiniataatasesteaptaatensreses 11.5317 
LOZ oer siiiticccdssetnevansesshsctertraperten asks 11.7044 
LODZ aiccetrhsetenfuag eatannlacstcoutetreineriacies 11.9039 
1 FLZ csovysasncteicusasetrestarevesescontres antmoye 12.1069 
IPA ibys opens © Anlst Ba ba befor 12.07 
LODZ i sste eased tsteisnsnscgashantteencscaeeas 12.08 
LO ZZ vsnesahese te fussabach dies thesnattnca yo uittte 12.50 
RO Zee ates sca bect fasts Loe caseouderacebeed 13.35 
LO 2 Lea rantosietss siatcatedecgrot nana bee skeestehee 13.78 
NO ZS ci sien sine sunsesna esd) canta ian seas Nad 13.70 

* Average for years 1900-1912. 

In addition to the index-numbers embrac- 
ing groups of commodities at wholesale, a 
number of indexes or relatives for comparing 
trends of single commodities are available 
chiefly in various trade publications. 

The following trade publications issue in- 
dex-numbers or relatives, showing the trend 
of single specific commodities or groups of 
grades of specific commodities : 

Type or INDEX. 

Price Composite 
Price Composite 
Weighted Average 
Weighted Average 
Price Composite 
Relative 
Price Composite 
Price Composite 
Index Number 

Federal Reserve Bulletin Relative 

USE SRD yt 72 | i ba le Se an ee ar 20.7950 
CIR Sra Lh cal dipe tts cisicovies testves’ 20.7124 

TED A eTelecare 20.7341 

CoMMODITY. 

Finished Steel Products 
“Foundry and Basic Pig Iron 
Seven Steel Products 
Seven Pig Irons 
Steel Products 
Fourteen Bituminous Coals 
Softwoods 
Hardwoods 
Thirty-one Foods 
Ocean Freight Rates 

BIBLIOGRAPHY 
I. FisHer: The Making of Index-Num- 

bers, 1922. 
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India Council Bills (Drafts) 
The India Council is virtually the London 

financial office of the Government of India. 

Having large sums of Indian currency due 

it, the Council issues and sells these bills 

as a means of converting rupees, the standard 

money of India, into sterling, to the highest 

bidders on Wednesday of each week. Coun- 

cil bills are payable at central points in 

India in rupees and are purchased by con- 

cerns which desire to make remittances to 

India, which may be made by mail or tele- 

graphic transfer. 

Council bills are now offered in the New 
York market (through the Bank of Mont- 

real) by telegraphic transfers on India. The 
India Council established this practice in 
August, 1919. 

Indicated Yield 
See Crop Reports. 

Indirect Exchange 
See Arbitrage, Arbitration of Exchange. 

Individual Banker 

A private bank; an individual partnership 

or unincorporated association engaged in the 

banking business and subject to the Juris- 

diction of the State Banking Department, as 

distinguished from an incorporated bank. 

Individual Bank Return 

See Bank Return. 

Individual Deposits 
Funds deposited with a bank by individuals, 

partnerships, firms, and business corpora- 

tions (other than banking corporations), as 

distinguished from deposits of banks, trust 
companies, and other moneyed corporations. 

This distinction is made in order to furnish 

information upon bank deposits to the vari- 

ous banking jurisdictions. 

Individual Trusts 

See Trusts. 

Indorse 
To place one’s signature on the back of a 

document as evidence of its legal transfer 

and passing of title, such as on a check, note, 

stock certificate, bill of exchange, bill of 

lading, etc. (See Indorsement. ) 
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Indorsed Bonds 

This term has two meanings: 
(1) Bonds indorsed by a person or cor- 

poration other than the maker whose direct 
obligation they are. Indorsed bonds usually 
arise out of a consolidation in which the 
parent corporation purchases the bonds of its 

subsidiary. In order to strengthen their 
value marketwise, or as collateral for loans, 
the parent company may indorse them. A 

guaranty is implied in an indorsed bond, the 
indorser becoming liable in case of non- 
payment, just as in the case of an indorser 
of a note. The terms of the guaranty are 
written upon the bonds themselves, or upon 

a separate document. The underlying se- 
curity is not changed by the indorsement. 

(2) Bonds with writing or signatures 
extraneous to the text written thereon. By 

a rule of the New York Stock Exchange 
bonds with extraneous markings in ink do 
not constitute a good delivery. The rule 
states—“Coupon bonds issued to bearer hav- 
ing an indorsement upon them, not properly 
pertaining to them as a security, must be 
sold specifically as indorsed bonds and are 
not a delivery except as indorsed bonds.” 

Indorsee 

One to whom a negotiable instrument, e. g., 
check, bill of exchange, or note, or other in- 
strument the title of which can be trans- 
ferred to another, is indorsed or assigned. 
In the indorsement “Pay to the order of 
A. B. See, (signed) D. E. Eff,” A. B. See 
is the indorsee. (See Indorse, Indorsement. ) 

Indorsement 

The writing on the back of a negotiable or 
other instrument. The indorsement of a 
check, bill of exchange, or note, consists of 
writing signed by the payee or Holder in 
Due Course (q. v.), or simply the signature 
alone, and is the means by which the title is 

transferred to another person. All instru- 
ments which are payable to order, are nego- 
tiated only by indorsement. Negotiation 
consists of transferring the title of an in- 
strument from one person to another so 

that the transferee becomes the legal holder. 
If the instrument is payable to bearer, it is 
negotiated by delivery; if payable to order, 
it is negotiated by the indorsement of the 
holder completed by delivery. 
An indorsement must be written on the 

instrument itself or upon a paper attached 
thereto, sometimes called an Allonge (q. v.). 
An indorsement must be an indorsement for 
the full amount of the instrument, but where 
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the instrument has been paid in part, it may 
be indorsed as to the remainder. There is 
no limit to the number of indorsements that 
may be made on a negotiable instrument, ex- 

cept where negotiability has been destroyed. 
There are six generally recognized kinds 

of indorsements : 

(1) IJndorsement in Blank, also known as 
general indorsement. If an instrument is 
payable to A. B. See, the indorsement in 

blank is his simple signature without ad- 
ditional writing, 7. e., “A. B. See.” It speci- 

fies no particular indorsee, and thereafter 
is payable to bearer, and may be negotiated 
by delivery. It is a common form of in- 
dorsement but has the objection that if lost 
or stolen, it may come into the possession 
of a third party who does not have good 
title, and being payable to bearer, may be 
paid to him. The holder may convert an 
indorsement in blank into a special indorse- 
ment. 

(2) Special Indorsement, also known as 
direct indorsement, and indorsement in full. 
This indorsement specifies the person to 
whom or to whose order the instrument is 
payable, and the indorsement of such in- 
dorsee is necessary to the further negotiation 
of the instrument. If an instrument is pay- 
able to A. B. See, the special indorsement is 
“Pay to Adam Smith, A. B. See” or “Pay 
to the order of Adam Smith, A. B. See.” 

This is the most proper form of indorse- 
ment and offers the owner the greatest pro- 
tection both from a legal and practical stand- 
point. Without Adam Smith’s indorsement 
it cannot be negotiated except by forgery. 

(3) Qualified Indorsement. This is an 
infrequent form of indorsement in which 
the indorser is merely an assignor, 1. ¢., 
guarantees that he is a holder in due course, 
but declines to assume any financial respon- 
sibility. It is made by adding the words 
“Without recourse” or words of similar im- 
port to the indorser’s signature. Such an 
indorsement does not impair the negotiable 
character of the instrument. 

(4) Conditional Indorsement. This is an 
infrequent form of indorsement in which the 
indorser imposes some condition upon the 
transferee, e. g., “Pay Adam Smith upon the 
satisfactory performance of his contract.” 
Another form of conditional indorsement, 

is known as the third-party indorsement 
e. g.. “Pay to the First National Bank for 
the account of Adam Smith, (signed) A. 
B. See,” which indorsement is restricted 
in trust. Where an indorsement is condi- 
tonal, a party required to pay the instrument 

may disregard the condition and make pay- 
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ment to the indorsee or his transferee, 

whether the condition has been fulfilled or 
not; but any person to whom an instrument 
so indorsed is negotiated will hold the same, 
or the proceeds thereof, subject to the rights 

of the person indorsing conditionally. 
(5) Restrictive Indorsement. This in- 

dorsement destroys the negotiability of the 
instrument, e. g., “Pay to Adam Smith, 
(signed) A. B. See.” 

(6) Absolute Indorsement. This indorse- 
ment binds the indorser to pay only through 
the failure of prior parties to do so, and 
upon due notice to him. 

(See Negotiable Instrument Law—Art. 4.) 

Indorsement in Blank 

See Indorsement. 

Indorsement in Full 

See Indorsement. 

Indorser 

One who transfers his title to an instru- 

ment to another party by indorsement. (See 
Indorse, Indorsement). 

Industrial Bonds 

Bonds issued by industrial corporations 
(excluding mining and real estate bonds), as 
distinguished from Government, municipal, 
public utility, railroad bonds, etc. Indus- 
trial bonds are essentially a modern type and 
were practically unknown prior to 1900, 
when the great industrial corporations, re- 
quiring large sums of capital, began to 
develop. Most industrial corporations still 
have no bonded debt, but are capitalized 
through preferred and common stock issues, 
commercial paper, and seasonal bank loans. 
A huge volume of industrial bonds were 

issued during the World War and following 
readjustment period, however, due to unpre- 
cedented growth of American industry and 
the necessity of raising additional capital 
funds. Industrial bonds are usually secured 
by a first mortgage upon a part or all of 
the plant of the issuing corporation although, 
there are a few instances of collateral trust 
and unsecured issues. 

Industrial bands as a class are not con- 
sidered as high grade investments as the 
other classes, although there are many in- 
dividual issues that command a _ standing 
superior to issues in the other classes enu- 
merated. Industrial bonds are considered 
more speculative than the other classes, be- 
cause (1) they are unseasoned, 1% e., have 
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mot been on the market as long as the others, 
and the record of insolvencies and defaults 
is unfavorable in comparison with the other 
classes; (2) lack of standardization due to 
the great diversity of industrial undertak- 
ings and the lack of uniformity in methods 
of operation, accounting, statistics, etc., each 
«concern being a case by itself; (3) the de- 
pendence for success upon the high quality 
“of management and personnel; and (4) in- 
‘stability of sales and earnings, which are 
‘subject to wide fluctuations, and in times of 
‘depression may not be sufficient to cover 
unterest charges. 

Tndustrial bonds naturally yield a higher 
rate of interest than do bonds of the other 

classes. 

BIBLIOGRAPHY 

A. M. Saxorisk1i: Elements of Bond In- 
wvestment (1921), Chap. 10. 

W. E. Lacerguist: Investment Analysis 
(1921), Chap. 26. 

Industrial Collateral 

One of the two clases of stock exchange 
collateral. Brokers who borrow in the call 
money market may present to the lending 
bank either industrial or regular (also called 
mixed) collateral. Industrial collateral con- 
‘sists entirely of stocks of industrial corpora- 
‘tions actively traded on the New York 
Stock Exchange. (See Call Money Market, 
Collateral.) 

Industrials 

See Industrial Stocks. 

Industrial Stocks 

Stocks of industrial and mercantile cor- 
porations as distinguished from railroad, 
public utility, bank and trust company, and 
insurance company stocks. They are more 
or less vaguely sub-divided by financial 
writers into the following groups: steel, 
equipment, electrical machinery, agricultural 
(farm machinery and fertilizer), food, to- 
bacco, clothing, leather, chemical, coal, 
muning and copper, oil, motor and accessory, 

tire, rubber, ship and shipping, mail order 
and chain store, and specialty (stocks of 
phonograph, moving picture, and other mis- 

cellaneous companies). In its Market Index, 
the Standard Statistics Company (New 
York) classifies industrial stocks in the fol- 
towing groups: Automobiles, Automobile 
Accessories, Chemicals, Coal, Copper, Equip- 
ment, Electrical Machinery, Leather, Ex- 
press, Food, Farm Machinery, Mail Order 
Houses and Chain Stores, Mining (Miscel- 
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laneous), Paper, Petroleum, Rubber and 
Tires, Steel, Sugar, Shipping, Textiles, 
Theatres, and Tobacco. The chief character- 

istics of industrial stocks are the great 
variety in the lines of business they repre- 
sent, lack of uniformity in methods of 
operation, accounting, and managerial skill, 
lack of stability in sales and production, and 
wide variations in earnings as result of 
alternate periods of prosperity and depres- 
sion. 

Industrial stocks are considered to be the 
most speculative of all types of securities. 
The enumeration above of their chief 
characteristics reveals some of the specula- 
tive elements necessarily inherent in their 
very nature. There is, however, a wide 
divergence in the stability of the various 
groups of industrial stocks and among in- 
dividual issues in the same group. Companies 
engaged in the manufacture and sale of basic 
commodities, e. g., steel, equipment, food, 
clothing, etc., are obviously more stable than 
those engaged in the production of special- 
ties, the market for which is less broad. 
Preferred stocks, moreover, often enjoy a 

fairly high investment rating, especially 
among companies which are conservatively 
financed. Common stocks which represent 
the last claim upon the assets and earnings 
of a corporation, are subject to considerable 
fluctuation in market price even among the 
best established and managed corporations. 

In the original financing of many industrial 
corporations, the property was purchased 
from proceeds of sale of preferred stock, 
common stock being given as a bonus and 
representing a fictitious value. Many of 
these companies have since built up sub- 
stantial property values against their common 
as well as preferred stock by reinvestment 
of a portion of annual earnings in fixed 
property. Most of the development of in- 
dustrial corporations in fact, has been ac- 
complished in this way. The Standard Oil 
Company is said never to have paid out more 
than one-half of its earnings, the remainder 
being used for expansion purposes. 

In determining the value of industrial 
stocks as speculative investments the follow- 
ing points should be considered: nature 
and degree of stability, skill and responsi- 
bility of the management, amount of funded 
and floating debt, amount of prior charges, 

actual (not book) value of net assets per 
share, net current assets per share, current 

earnings per share, prospective earnings, 
average earnings over past five years per 
share, and current dividend rate. (See 

Speculation ). 
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Inflation 

Among business men, investors, and specu- 

lators, inflation denotes the condition exist- 

ing when pirces of commodities and securi- 
ties are abnormally high. Thus _ inflated 
securities are those selling at prices in excess 
of values represented by equities and normal 
earning power. 
Among economists, inflation is an abbre- 

viated form of /nflation of Credit. This is 
a general business condition represented by 
undue and unwholesome business activity 
stimulated by an _excessive extension of 
credit beyond the limits of safety. Briefly, 
inflation is recognized by increasing bank 
loans and deposits, decreasing bank reserves, _ 
advancing prices and wages, and the increas- 
ing difficulty which merchants experience in 
making collections and paying debts. If 
not checked, inflation inevitably leads to a 
crisis, and perhaps to a panic. It is usually 
followed by a period of depression. (See 
Business Cycle). 

Ingot 
A bar of metal cast from a mold, such 

as gold, copper, tin, lead, zinc, etc. 

Inheritance 

The property of a person which passes 
upon his death to the Newrt-of-Kin (q. v.) 
in any way except through Devise (q. v.). 
(See Bequest, Legacy, Testator, Will.) 

Inheritance Tax 

A tax imposed by practically every state 

in the United States and by the Federal 

Government upon inherited property. It is 

collected but once—at the time of the trans- 
fer of the inheritance to the beneficiaries— 

being unlike other taxes, which are collected 

periodically. 

Inheritance taxes are of two kinds, direct 

and collateral. The first applies to property 

directly descending to the next of kin, e. g., 

son, daughter, father, mother. The second 

applies to all other relationships. The ad- 
ministration and rate of the tax differs 

among the different jurisdictions. Adminis- 

trators and executives upon assuming their 

duties should inform themselves on the sub- 

ject, or seek competent legal advice. Usually 

the rate of inheritance tax is progressive, 

the percentage increasing with the size of 
the estate or individual shares, and with the 
remoteness of kinship. In England inheri- 
tance taxes are called “death duties.” 
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Inland Bill 

As defined by the Negotiable Instruments 

Law, a bill of exchange which is, or on its 

face purports to be, both drawn and pay- 
able within the state. Any other bill is a 
foreign bill. The term is frequently used, 
however, as synonymous with domestic bill. 
A foreign bill must be protested in case of 
dishonor, but an inland bill need not. 

Inscribed Stock 

Stocks or bonds which in English practice 
exclusively, are registered in the name of the 
holder in the books of the issuing organiza- 
tion and for which no actual certificates 
(in the American sense) are issued. The 
owner of inscribed stocks, besides being 
registered on the company’s books as owning 
a certain number of shares, is given a 
memorandum of ownership. This memoran- 

dum does not prove title nor constitute 
ownership, and is non-negotiable. It cannot 
be sold or assigned as a stock certificate in 
America. In order to transfer inscribed 
stock, the holder must personally attend to 
the transfer by presenting his memorandum 
of ownership and signing the inscribed stock 
register. The original certificate of owner- 
ship is then destroyed and a new one issued 
in its place in the name of the transferee 
or buyer. 

Inscribed stock differs from registered 
stock in that in the former, no actual cer- 

tificates of ownership are issued, the memo- 

randum of ownership not constituting proof 
of title. 
.As a rule, only British Government or 

municipal loans are issued as inscribed stock, 
British Consols (q. v.) being an example. 
Most of the securities upon the London 
Stock Exchange are in “registered” rather 
than “inscribed” form. Dividends or interest 
upon inscribed stock are remitted by check. 

Insider 
An expression to denote a person who, 

because of his employment or business con- 
nections, has intimate knowledge of the 
financial affairs of a concern before such 
information is published and is available to 
the public. He is therefore in a peculiarly 

advantageous position for capitalizing this 
information by speculating, 7. e., making 
commitments in the securities of the con- 
cern in accordance with this knowledge, in 

advance of the public. 

Insolvency 

Failure in business; the condition of an 
individual or concern unable to pay its debts, 
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the liabilities exceeding he assets. As de- 

fined by the National Bankruptcy Act (Sec. 
1) a person is. “deemed insolvent .. .. .. .. .. 
whenever the aggregate of his property ex- 

clusive of any property which he may have 
conveyed, transferred, concealed, or removed, 
or permitted to be concealed or removd, 

with intent to defraud, hinder, or delay his 
creditors, shall not, at a fair valuation, be 

sufficient in amount to pay his debts.” 
Insolvency is to be distinguished from 

bankruptcy in that the former is a business 

or accounting condition, whereas the latter 
is a legal condition. In bankruptcy the in- 
solvent person has entered court voluntarily 

or involuntarily to be adjudged a bankrupt 

in order that the business may be liquidated 
to satisfy the creditors’ claims, any balance 

thereafter belonging to the owner. (See 
Bankruptcy, Failures.) 

Insolvent 

An individual or concern that is unable 

fully to meet its debts. (See Insolvency.) 

Instalment 

A part payment on the purchase price of 
an article, which is sold with the under- 

standing that the remaining payments shall 

be due on specified future dates. The word 
is especially used in connection with the 
purchase of securities where a certain per 
centage is paid down, the balance being 
payable in a number of payments following 
at stipulated intervals, until the full amount 
is paid. Such payments are called instal- 
ments. 

The term is also applied to a part pay- 
ment on a debt, ce. g., a note, or income tax 
assessment. 

Instalment Bonds 

See Serial Bonds. 

Instrument 

A general term to denote any kind of docu- 
ment in writing by which some right is con- 
ferred or contract is expressed. Practically 
all documents used in finance, ¢. g., check, 

draft, note, bond, coupon, stock certificate, 
bill of lading, trust deed, trust receipt, etc., 
are instruments. (See Credit Instruments, 
Negotiable Instruments.) 

Insufficient Funds 

A term used in banking practice in re- 
turning checks not payable because the 
drawer has insufficient funds. When a 

check is presented for collection through 
the clearing house or otherwise for which the 

drawer has insufficient funds to meet it, the 
drawee bank returns it to the presenting 
bank for credit (by messenger or otherwise), 
with a memorandum slip attached on which 
the words “Insufficient Funds,” are printed. 
Where doubt exists, the paying teller ex- 

amines the account of the drawer to see 
that sufficient funds are on hand, when a 
check is presented for payment. 

Insular Bonds 

Bonds issued by, and a direct obligation 

of any of the insular possessions of the 

United States. The United States has eight 

insular or territorial possessions, Alaska, 

Philippine Islands, Hawaii, Porto Rico, 

Guam, American Samoa, Virgin Islands, and 

the Panama Canal Zone. Of these, Porto 

Rico, Philippine Islands and Hawaii are the 
only ones which have issued bonded obliga- 
tions, known either as insular bonds or ter- 

ritorial bonds. 
None of the insular bonds mentioned are 

direct obligations of the United States. All 

of them have been issued under the authority 

of Congress, however, and in the case of 
the Philippine Islands and Porto Rico, by 
direction of the Secretary of War. The 
Hawaiian bonds have been issued with the . 

approval of the President of the United 
States. All the issues of these possessions 
are as tax exempt throughout the United 
States as the Liberty 3%s or Victory 33s. 
All of them are eligible for investment by 
commercial banks and trust companies and 
to secure Government deposits. Hawaiian 
bonds are legal for savings banks and trust 

funds in New York. 
The Philippine Islands and Porto Rico 

issues are payable, principal and interest, at 
the United States Treasury at Washington. 
The Attorney General of the United States 
has in each instance supplied a legal opinion 
on these issues. In approving the issue of 
the Philippine Islands, 54%s due 1941, he 
wrote in part as follows: 

“This issue and sale of bonds is authorized 
explicitly by the National Power, and while 
in the strict and legal sense the faith of 
the United States of America is not pledged 
as a guaranty for the payment of the loan 
or for the due use of the proceeds or the 
observance of the sinking fund requirements, 
the entire transaction is to be negotiated 
under the auspices of the United States of 
America and by its recognition and _ aid. 
There can be no doubt, therefore, that the 

National Power will take the necssary steps 
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in all contingencies to protect the pur- 
chasers in good faith of these securities.” 

There are nearly fifty issues of insular 
bonds outstanding, many of which are 
available in both coupon and registered form. 

Insurance 

Elimination of or protection against risks 

regular enough to become amenable to actu- 
arial calculation; voidance or reduction of 

losses occurring through various misfortunes, 
e. g., death, fire, accident, tornado, ship- 
wreck, etc., through the co-operative sharing 

of such losses, i. e., through contributions 

made to a single fund by a large number of 
persons for the purpose of indemnifying 
losses sustained by such of the group as may 

be affected. 
Whether insurance is provided by estab- 

lished ‘old line” companies which compute 
risks scientifically through the aid of experi- 
ence tables, or by mutual associations, or by 
groups of individuals, its function is always 
to ease the bearing of calculable risks. The 
essential principle of insurance is co-opera- 
tion or pooling of losses that may occur to 
a large group of persons, but which actually 
through the law of averages, will happen 
only to a small number in such group. For 
instance, it may be known that three out of 
every 1,000 houses in a given locality, will 
burn down each year; but it is not known 
which of those three houses will be de- 
stroyed. The loss to the owners of the three 
houses would be crushing, but if distributed 
among a thousand owners, it becomes en- 

tirely bearable. 
Insurance does not prevent losses; rather 

it substitutes a small certain loss for a pos- 
sible or contingent large loss. The insured 
is indemnified for the amount of the loss, or 
for the insured amount, or for the face of 
his policy, in return for payment of periodic 
premiums. It is thus the reverse of gam- 
bling, which involves the assumption of 

heavy and wumnecessary risks. Insurance 
seeks to eliminate chance while gambling 
seeks to create chance. Thus, paying two 
dollars a year as protection against the con- 
tingent loss by fire of a house worth $3,000 
is insurance; not doing so, by assuming the 

risk of loss of $3,000, is gambling. 

The principal kinds of insurance are the 
following: life, fire, marine, fidelity, health, 
sickness, liability, accident, casualty, auto- 
mobile, grain elevator, credit, war risk, 

burglary, robbery, plate-glass, boiler explo- 
sion, fly-wheel, baggage, parcels post, 

sprinkler leakage, lumber, household furni- 
ture, strike, lumber, windstorm, hail, cyclone, 

tornado, rain, forgery, collision, ship hull, 
rent, use and occupancy, workmen’s compen- 
sation, etc. 

Fire insurance is written by stock com- 
panies, mutual companies, or by associations 
of individual insurers, e. g., Lloyd’s in Lon- 

don. 
Life insurance companies are also of stock 

and mutual form, and are usually classified 

according to the plan of premium payments 
into (1) “old line’ level premium, (2) as- 
sessment (mutual and fraternal companies), 

and (3) stipulated premium. The “old line” 
companies are the most satisfactory since 
premiums, reserves, and surplus are com- 

puted scientifically in accordance with the 
American mortality experience table, an as- 
sumed rate of earnings on investments, and a 
fixed rate of expenses. They are regulated, 
moreover, especially in the matter of in- 
vestment media, by the various state in- 
surance departments. 

Classified by method of premium payment, 
“old line” life insurance is usually in three 
forms: (1) ordinary life plan, in which 

premium payments at a fixed sum continue 
throughout life (or until the policy is paid 
up); (2) limited payment plan, in which the 
number of premiums is limited to ten, fifteen, 
twenty or more years when the policy be- 
comes paid up; and (3) term plan, in which 
insurance is provided for a term of years 
and is renewable for another term only at an 
advanced rate depending upon the age of the 
insured. The latter carries the lowest 
premium charge. 
Endowment is a combination of insurance 

and compulsory savings in which the policy 
matures in a certain number of years after 
it is issued, so that if the policy-holder sur- 
vives, he receives the face of the policy at 
that time. Deducting the segregated charge 
for insurance per se, the rate of interest re- 
turned on an endowment policy is guaranteed 
by most companies at 3 or 3% per cent., but 
actually due to participation in surplus, the 
return is often as high as 4% per cent. or 
slightly over. It will thus be seen that an 
endowment policy is a form of savings 
which compares favorably with a savings 
bank account with the compulsory feature 
added. 

Practically all insurance companies pro- 

vide for a participation in earnings by all 
policy-holders except those insured under the 
term plan. In this way the cost of insurance 
to the insured is practically reduced. If the 
premium payments of a company plus its 
income on investments exceed death claims 
and expenses, a surplus arises. This may be 
due to the circumstance that the average in- 
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sured live longer than was assumed, because 
the investment return is temporarily or per- 
manently higher than postulated, or because 
expenses are kept down below the precal- 
culated rate. Out of such surplus, dividends 
are paid to policy-holders based upon the 
amount of the annual premium and the kind 
of insurance. Such dividends may usually 
be taken in a number of alternative ways: 
(1) cash payment, (2) applied in reduction 
of premium, (3) to purchase paid up in- 
surance additions payable at the maturity of 
the policy, (4) to accelerate the payment of 
the total premiums due, 7. e., to hasten the 
time when the policy will be considered as 
paid up, or (5) credit to a premium deposit 
fund. 
When a policy matures there are usually 

several optional methods of settlement: (1) 
payment in cash in one sum, (2) payment of 
interest (guaranteed to be at least 3% per 
cent. or some other per cent., but usually 

actually more) on the amount of the policy, 
at the end of each year during the lifetime of 
the payee, and the payment of the principal 
sum with any accrued and unpaid interest 
thereon, on the death of the payee, to his or 
her executors, administrators or assigns, (3) 
payment of a specified number of equal an- 
nual instalments, whether the payee lives or 
dies (the first instalment payable immedi- 
ately), the amount of each instalment to be 
in conformity with the company’s prepared 
tables, (4) payment of equal annual instal- 
ments (the first instalment payable immedi- 
ately), for ten or twenty years certain, and 
as many years thereafter as the payee shall 
live, such selected ten or twenty instalments 
certain being paid whether the payee lives or 
dies, the amount of each instalment to be in 
conformity with the company’s prepared 
tables, and (5) payment of an annuity during 
the lifetime of the annuitant (the first pay- 
ment payable immediately), the amount of 
each payment to be in conformity with the 
company’s prepared tables. 

(See Actuary, Endowment Policy, Liabil- 
ity Insurance. ) 
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Interchangeable Bonds 
First read Coupon Bonds and Registered 

Bonds. 

Bonds which may be converted from cou- 
pon or registered form (or vice versa) and 
back again to coupon (or registered) form. 
Most bonds which have once been converted 
from coupon to registered form cannot be 

changed back to coupon form. Registered 

bonds do not enjoy as ready a market or 
command as high a price as coupon bonds, 
and for this reason, the option of conversion 
is valuable. 

Interest 

The “price of money”; rental payment 
upon money; a charge made to the borrower 
by the lender for the use of money. “The 
excess payment made when the borrowed 
dollar is returned is called interest.”* It is 
expressed in terms of a percentage upon the 
principal. Thus, if $6.00 is paid for the 
annual use of $100, the rate is 6 per cent. 
Interest is often payable at shorter intervals, 
but rarely at longer. Interest on call loans, 
for instance, is usually payable monthly; 
on commercial loans quarterly ; on mortgages 
semi-annually, and upon bonds semi-annually 
or quarterly. 

Simple interest is that computed upon the 
principal without reference to the interest 
period on the assumption that 1/365 of a 
year’s interest accrues each day. It is equiv- 
alent to compounding at the day of calcula- 
tion and if the interest period is less than 
one year, the nominal simple interest rate 
is greater than the true interest rate com- 
pounded annually. Practically, however, this 
difference is disregarded. Compound interest 
is computed upon the principal plus the in- 
terest which has accrued and payable upon 
the agreed interest date. Interest may be 
compounded monthly, quarterly, semi-annu- 
ally or annually. 
When interest is compounded more fre- 

quently than once a year, it produces an 
“effective” rate in excess of the nominal 
or quoted rate. For example, if the nominal 
interest rate on a $1,000 bond is 4 per cent., 

and payable annually, the effective interest 
rate is the same; if payable semi-annually it 
is 4.04 per cent.; if payable quarterly it is 
4.0604 per cent.; if payable monthly it is 
4.0742 per cent.; if payable daily it is 4.0811 
— 

*M. A. Mackenzie: Interest and Bond Values, 
De ps 

a ee 
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per cent. The interest on a $1,000 4 per 
cent. bond compounded annually is there- 
fore $40; $40.40 if compounded semi-an- 
nually; $40.604 if compounded quarterly; 
$40.742 if compounded monthly, and $40.811 
if compounded daily. The maximum ad- 
vantage achieved by daily compounding is 
only $0.811 a year on a $1,000 4 per cent. 
bond. Practically half this advantage is 
obtained by compounding annually. (See 
Deposit Interest Rate, Discount, Interest 
Balance, Interest Rates, Interest Tables, 
Legal Rate of Interest, Usury.) 
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Interest and Bond 

Interest Accrued 

See Accrued Interest. 

Interest Added 

See Accrued Interest. 

Interest Balance 

A term used in connection with interest 
paid by a commercial bank or trust company 
upon commercial (demand) deposits, 7. ¢., 
deposits subject to check. When an account 
is opened, certain arrangements are agreed 
upon under which the account is carried. 
The depositor usually is required to keep 
a minimum balance sufficient to make the 
account profitable to the bank. This mini- 
mum varies according to the size and policy 
of the bank, the size of the community, and 
other local factors. If the account is a bor- 
rowing account, an average balance based 
upon the amount borrowed usually must be 
maintained, ranging from 10 to 20 per cent. 

Commercial banks pay interest on daily 
balances over a certain prescribed minimum 
and at varying rates according to the size 
and activity of an account, and according to 

the loaning rate of interest. The terms are 
so different among various institutions and 
localities that no general rules can be laid 
down. Banks which are members of clear- 
ing house associations are usually bound to a 
certain maximum Deposit Interest Rate 
Aaya? 
The interest balance of an account is the 

amount upon which interest for the day is 
computed, and does not necessarily agree 

with the total credit balance. The reason 
for this is clear when it is considered that 
many deposits are in the form of checks or 

money orders drawn upon out-of-town banks 
and are not available as cash until collected. 
The rule is that interest cannot be earned on 
any items deposited until they become avail- 
able as cash. When exchange is charged 
upon out-of-town items, they should enter 
the interest balance immediately because the 

exchange charge is calculated to compensate 
for the loss of interest during the process 
of collection. The number of days which 

out-of-town items are held out of the inter- 
est balance depends upon the time taken for 
collection as shown by the schedule of avail- 
ability dates published by the Federal Re- 
serve banks. Certain clerks are assigned to 
the task of marking deposit slips and indicat- 
ing the number of days each item should 
be held from the interest balance so that 
the ledger clerk may make the proper entry 
in the ledger. 

Interest-Bearing Securities 
Bonds, notes, and mortgages which yield 

interest. 

Interest Rates 

See Deposit Interest Rate, Discount, Legal 

Rate of Interest, Money Market, Rediscount 

Rate. 

Interest Tables 

Tables constructed to show the amount of 
interest which will accrue on a given con- 
venient (round-number) sum, e. g., $1, $100, 
or $1,000, at different rates of interest for 
various intervals of time, whereby separate 
and independent computations for each in- 

terest transaction are rendered unnecessary. 
Interest tables are prepared in many differ- 

ent forms, with varying degrees of detail 
and refinement in carrying out decimal places 
and time intervals, and to meet a _ wide 
divergence of uses. The following list, il- 
lustrated subsequently, comprises the more 
important types of interest tables: 

I. Simple interest. Simple interest com- 
puted on a given principal, e. g., $1,000, at 
different rates for various time intervals. 

See Table I below. 

II. Discount or present value. Present 
value (or worth) of a given sum, e. g., $1, 
maturing at different time intervals at vari- 
ous rates of interest. See Table II below. 

III. Compound interest. The amount to 
which a given sum, e. g., $1, will accumulate 
at interest compounded at various rates for 
different time intervals. See Table III be- 
low. 
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A7 | 1.7466) 1.8630) 1.9795) 2.0959) 2.2123 2.3288) 2.4452) 2.5616} 2.6781) 2.7945) 3.0274). 3.2603] 3.4931) 3.7260 

18 | 1.8493] 1.9726] 2.0959} 2.2192} 2.3425] 2.4658) 2.5890} 2.7123] 2.8356] 2.9589) 3.2055) 3.4521) 3.6986) 3.9452 
19 | 1.9521) 2.0822) 2.2123] 2.3425) 2.4726) 2.6027| 2.7329] 2.8630] 2.9931] 3.1233] 3.3836) 3.6438) 3.9041) 4. 1644 

20 | 2.0548] 2.1918) 2.3288} 2.4658] 2.6027) 2.7397| 2.8767) 3.0137| 3.1507| 3.2877) 3.5616) 3.8356) 4,-1096] 4.3836 
21 | 2.1575] 2.3014] 2.4452] 2.5890) 2.7329) 2.8767) 3.0205) 3.1644) 3.3082) 3.4521] 3.7397) 4.0274) 4.3151) 4.6027 

22 | 2.2603| 2.4110] 2.5616] 2.7123] 2.8630) 3.0137) 3.1644] 3.3151] 3.4658] 3.6164] 3.9178] 4.2192) 4.5205|.4.8219 
28 | 2.3630] 2.5205) 2.6781} 2.8356) 2.9931) 3.1507] 3.3082)'3.4658/ 3.6233] 3.7808) 4.0959] 4.4110) 4.7260) 5.0411 

24 | 2.4658| 2.6301) 2.7945) 2.9589] 3.1233] 3.2877| 3.4521) 3.6164) 3.7808) 3.9452) 4.2740) 4.6027) 4.9315] 5.2603 
25 | 2.5685| 2.7397| 2.9110] 3.0822| 3.2534] 3.4247] 3.5959! 3.7671] 3.9384) 4.1096] 4.4521] 4.7945 5.1370) 5.4795 

26 | 2.6712) 2.8493] 3.0274] 3.2055] 3.3836] 3.5616} 3.7397] 3.9178] 4.0959} 4.2740) 4.6301] 4.9863] 5.3425] 5.6986 
277 | 2.7740| 2.9589] 3.1438] 3.3288] 3.5137| 3.6986] 3.8836] 4.0685) 4.2534) 4.4384/ 4.8082) 5.1781) 5.5479) 5.9178 

28 | 2.8767| 3.0685| 3.2603] 3.4521] 3.6438] 3.8356] 4.0274] 4.2192] 4.4110] 4.6027] 4.9863] 5.3699] 5.7534] 6.1370 

29 | 2.9795| 3.1781| 3.3767| 3.5753| 3.7740) 3.9726|.4.1712| 4.3699) 4.5685) 4.7671) 4.1644| 5.5616) 5.9589) 6.3562 

30 | 3.0822] 3.2877| 3.4931] 3.6986] 3.9041) 4.1096] 4.3151] 4.5205] 4.7260] 4.9315] 5.3425] 5.7534] 6.1644) 6.5753 

31 | 3.1849] 3.3973] 3.6096] 3.8219] 4.0342] 4.2466] 4.4589] 4.6712] 4.8836] 5.0959) 5.5205] 5.9452). 6.3699) 6.7945 

TABLE I.—SINGLE INTEREST TABLE—31 DaAyYs To THE MONTH 

Courtesy of Financial Publishing Co. 

5% 6 

0.96] 0.96] 0.95] 0.95] 0.94}/26........... 17 .87}16.89}]15.98}]15.14}14.37]13.00 
1.89) 21 S8t SZ esol Ee SSl27 wees ooo ie oe 18 .32)17 .28}16.32115.45}14.64}13.21 
2.80) 2o70 0) QSe7Al 272 S67 2Sic ce os e+. { 18. 78)17.66/16.66]15. e 14.89}13.40 
3567 [bo -O2) sc 08ll os 54 [pol 4O] | 2occcatiestce ais lhe 18]18 .03}16.98]16.02)15.14}13.59 
4.51] 4.45] 4.39] 4.32] 4.21/]30..... ..-{19.60}18.39]17.29 16.28 15.37|13.76 

5.32] 5.24] 5.15] 5.07] 4.91} /31.... ..]20.00]18. 73}17. 58116. 54/15. 59113.92 
GSLE MG SOOM SSO Loa¢ ol) De OS las seers sine ete 20.38)19.06]17.87}16.78)15.80/14.08 
6.871-6.23) 6-091 6246156. 20NSS soo eee 20.76|19.39}18. 14)17.02)16.00)14.23 
7 GODT Adee ZGl Te lLOl GO ESOS scctae a secu 21.13)]19.70}18.41]17.24/16.19}14.36 
Sal Serie Oiled. cell ee cool lsc cere cies 21.48/20.00}18.66]17.46|16.37|14.49 

SG: 00] 28576] 8. 5210S s00] asealiaOcens cee aelete 21.83/20.29)18.90]17.66]16. 54/14.62 
9.66} 9.38] 9.11] 8.86] 8.38]|37........... 22.16/20.57119.14)17.86/16.71/14.73 

10.30] 9981. 9.68! :9).39) 8. S538 so25 0 2 ee eer 22.49/20.84)19.36/18.05)16.86/14.84 
10.92/10.56}10.22} 9.89 oh SO cece eielaietae 22.80}21.10}19.58)18.22]17.01/14.94 

PUB Ops Casts And 23,11)21.35]10.79)18 .40)17.15115.04 

AL Sc ccentece ote 23.41/21.59/19.99]18.56]17.29}15.13 
CO mo oben © 23.70}21.83/20.18]18.72)17 .42]15.22 
4S Taio aiatatee eters 23.98/22 .06/20.37)18.87/17.54115.30 
Ee SSDDOO UC t 24.25)/22 .28/20.54}19.01/17.66/15.38 
45. wcccvesess 24.51/22 .49}20.72}19.15}17.77)15.45 

AG. clcis)a'nje aise) 24.77{22.70/20.88}19.28}17.88]15.52 
ELI AICI Ie 25.02/22 .89/21.04)19.41]17.98]15. 58 
AS Ta etters sistemas 25.26/23 .09)21.19}19.53)18.07)15.65 

25.. 50/23 .27|2 
50 Sahat aie 25.72123.45121.48]19.76]18 25]15 76 

3}16.05|15.24114.49/13.79]12 55 
16.48]15.621/14.82114_09112.78 

-_ © — i] rs ~~ © lz) on ss @ = fo;) _ on = o 

%%| 4% |4>2%| 5% Te YEARS. 3% |3r72%| 4% |4'2%| 5% |.6% 

TABLE I].—PRESENT VALUE OF $1 A YEAR, PAYABLE EAcu Dec. 31, at Compounp INTEREST 
Courtesy of the World Almanac. 
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Days| 34% | 4% | 4%% | 45% | 4%% | 5% | 54% | 55% | 5%% | 6% | 64% | 7% | 75% | 8% 
——_— | | 

SS | — — _ | ——_ ——— i a i a | 

‘$ $ 3 $ $ $ $ $ $ 
0.1042) 0.1111) 0.1181) 0.1250) 0.1319] 0.1389} 0.1458] 0.1528) 0.1597} 0.1667) 0.1806) 0.1944) 0.2083] 0.2222 

0.2083} 0.2222) 0.2361) 0.2500) 0.2639) 0.2778} 0.2917] 0.3056) 0.3194] 0.3333) 0.3611) 0.3889] 0.4167] 0.4444 
0.3125} 0.3333) .0.3542) 0.3750) 0.3958) 0.4167| 0.4375] 0.4583) 0.4792| 0.5000) 0.5417] 0.5833] 0.6250] 0.6666 

1 

2 
3 

4 | 0.4167) 0.4444) 0.4722) 0.5000) 0.5278) 0.5556] 0.5833] 0.6111) 0.6389] 0.6667} 0.7222] 0.7778] 0.8333] 0.8888 
& | 0.5208) 0.5556) 0.5903) 0.6250) 0.6597| 0.6944) 0.7292} 0.7639) 0.7986| 0.8333] 0.9028] 0.9722) 1.0417] 1.1111 

6 
7 

8 
9 

0.6250] 0.6667] 0.7083) 0.7500} 0.7917} 0.8333] 0.8750] 0.9167! 0.9583] 1.0000] 1.0833] 1.1667] 1.2500] 1.3333 
0.7292) 0,7778) 0.8264) 0.8750) 0.9236] 0.9722} 1.0208} 1.0694] 1.1181) 1.1667| 1.2639] 1.3611) 1.4583] 1.5555 

0 
1 

~ . 8889) 0.9444) 1.0000) 1.0556) 1.1111] 1.1667] 1.2222) 1.2778] 1.3333] 1.4444] 1.5556] 1.6667] 1.7777 
-0000) 1.0625) 1.1250) 1.1875) 1.2300) 1.3125) 1.3750] 1.4376] 1.5000) 1.6250] 1.7500} 1.8750| 2.0000 

10 | 1.0417) 1.1111) 1.1806} 1.2500) 1.3194] 1.3889} 1.4583] 1.5278] 1.5972] 1.6667] 1.8056] 1.9444] 2.0833] 2.2222 
Al | 1.1458) 1.2222) 1.2986| 1.3750) 1.4514). 1.5278] 1.6042] 1.6806] 1.7569] 1.8333) 1.9861] 2.1389] 2.2917] 2.4444 

AZ | 1.2500} 1.3333} 1.4167| 1.5000) 1.5833] 1.6667] 1.7500) 1.8333] 1.9167} 2.0000] 2.1667| 2.3333] 2.5000] 2.6666 
AS | 1.3542) 1.4444) 1.5347! 1.6250) 1.7153] 1.8056} 1.8958] 1.9861] 2.0764] 2.1667] 2.3472] 2.5278] 2.7083] 2.8888 

14 | 1.4583) 1.5556) 1.6628) 1.7500) 1.8472) 1.9444) 2.0417] 2.1389] 2.2361] 2.3333] 2,5278| 2.7222] 2.9167] 3/1111 
15 | 1.5625) 1.6667| 1.7708) 1.8750| 1.9792) 2.0833) 2.1875] 2.2917| 2.3958] 2.5000] 2.7083] 2.9167] 3.1250) 3.3333 

16 | 1.6667] 1.7778] 1.8889) 2.0000} 2.1111| 2.2222] 2.3333] 2.4444] 2.5556] 2.6667] 2.8889] 3.1111] 3.3333] 3.5555 
17 | 1.7708) 1.8889) 2.0069) 2.1250) 2.2431) 2.3611) 2.4792) 2.5972) 2.7153| 2.8333] 3.0694] 3.3055] 3.5417| 3.7777 

18 | 1.8750] 2.0000 2.1250] 2.2500) 2.3750) 2.5000] 2.6250} 2.7500] 2.8750] 3.0000] 3.2500] 3.5000] 3.7500} 4.0000 
19 | 1.9792) 2.1111) 2.2431) 2.3750) 2.5069) 2.6389) 2.7708] 2.9028) 3.0347] 3.1667) 3.4306) 3.6944] 3.9583) 4.2222 

2O | 2.0833) 2.2222) 2.3611) 2.5000} 2.6389] 2.7778) 2.9167] 3.0556] 3.1944] 3.3333] 3.6111] 3.8889] 4.1667| 4.4444 
21 | 2.1875) 2.3333) 2.4792) 2.6250) 2.7708) 2.9167) 3.0625) 3.2083) 3.3542} 3.5000) 3.7917] 4.0833] 4.3750) 4.6666 

QQ | 2.2917} 2.4444) 2.5972) 2.7500} 2.9028] 3.0556|'3.2083] 3.3611) 3.5139] 3.6667] 3.9722| 4.2778] 4.5833] 4.8889 
23 | 2.3958) 2.5556) 2.7153) 2.8750] 3.0347] 3.1944) 3.3542) 3.5139] 3.6736] 3.8333] 4.1528] 4.4722] 4.7917) 5.1111 

24 | 2.5000} 2.6667) 2.8333) 3.0000) 3.1667) 3.3333) 3.5000] 3.6667] 3.8333].4.0000] 4.3333 4.6667] 5.0000] 5.3333 
25 | 2.6042) 2.7778) 2.9514) 3.1250) 3.2986] 3.4722) 3.6458] 3.8194] 3.9931] 4.1667] 4.5139) 4.8611] 5.2083) 5.5555 

26 2.7083 2.8889] 3.0694 3.2500) 3.4306} 3.6111) 3.7917} 3.9722) 4.1528) 4.3333) 4.6944] 5.0555} 5.4167) 5.7777 
27 | 2.8125) 3.0000) 3.1875) 3.3750) 3.5625] 3.7500) 3.9375] 4.1250} 4.3125) 4.5000) 4.8750) 5.2500) 5.6250) 6.0000 

28 | 2.9167) 3.1111] 3.3056) 3.5000) 3.6944] 3.8889] 4.0833] 4.2778] 4.4722] 4.6667) 5.0556|°5.4444} 5.8333] 6.2222 
29 | 3.0208) 3.2222) 3.4236) 3.6250) 3.8264) 4.0278| 4.2292] 4.4306) 4.6319] 4.8333) 5.2361) 5.6389) 6.0417 6.4444 

80 | 3.1250) 3.3333) 3.5417) 3.7500) 3.9583) 4.1667 .4.3750| 4.5833| 4.7917| 5.0000| 5.4167| 5.8333} 6.2500) 6.6666 

TABLE I.—SINGLE INTEREST TABLE—30 Days To THE MontTH 
Courtesy of Financial Publishing Co. 

Mirrestele a © = 1.03] 1.04] 1.04 1.05 F061 10) ogee 2.10} 2.30 2.52 3.02 
Didigitcaetale = 1.06] 1.08] 1.09 1.10 aE PAN an Se 2.19] 2.41 2.65 3.20 
SS apiare seins HA) eg Bp ed a On 1.15 1.19 
eR ISOMERS. 1 Yorn | | Us Bg | hes LB ey fa) | PPA Se es 86] 2.27] 2.52 2.78 3.40 
Argan Di15p yi -21)) 1224 1.27 LESS koe area ware © 2.37] 2.63 2.92 3.60 

ZB. ccleesce 2.46] 2.75 3.07 3.82 
Casa seen: 1.19] 1.26] 1.30 1.34 1.41]) 24, 22 cen 2.56] 2.87 3.22 4.04 
di srataie ale a 1.23} 1.31] 1.36 1.40 1.50]] 25........ 2.66} 3.00 3.38 4.29 
ere 1.26} 1.36} 1.42 1.47 1.59 

Dieters os © 1.30] 1.42] 1.48 1.55 1.681] 26... .s.s0- 2.77] 3.14 3.55 4.54 
10... sce 1.34] 1.48] 1.55 1.62 L.79}] 27. wc scees 2. 3.28 3.73 4.82 

ZB. ccccass 2.99} 3.43 3.92 5.11 
i 9 Oe eerie 1.38] 1.53] 1.62 yal TSO 2Ocle cs cies 3.11] 3.58 4.11 5.41 
cede Be 1.42} 1.60} 1.69 1.79 2.01|| 30....6 eos 3. 3.74 4.32 5.74 
AS ies os L461) 1566)" 1.77 1.88 2.13 
G4 new arm. 1.51] 1.73] 1.85 1.98 2.26]] Sl. cecsee 3.37] 3.91 4.53 6.08 
SGcngae ns 1.55] 1.80} 1.93 2.07 2.39]| 32.22.00. 3.60) 4.09 4.76 6.45 

33. ccccese 3.64) 4.27 5.00 6.84 
LG inns es 1.60} 1.87] 2.02 2.18 2.54|] 34. ccceee : 3.79] 4.46 5.25 7.25 
LY ea 1.65] 1.94) 2.11 2.29 2.69]| 35. .cccecs 2.81] 3.94) 4.66 5.51 7.68 
1B, ov veuws 1.70’ 2.02' 2.20 2.40 2.85U/100.....66.1 19.21) 50.50! 81.58! 131.50! 339.30 

TABLE III]._—AmMountT OF ONE DOLLAR AT COMPOUND INTEREST 

Courtesy of the World Almanac. 
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END OF YEAR. 

ENCYCLOPEDIA OF BANKING AND FINANCE : 

END OF YEAR.| 3% 4% 14%%!] 5% 

De ae oe eate . 1.06 26 2h cece eset 
62.70 

TaN eee Sa 9°15) 2B 18ST. u sc cawee eee 67.52 
eee : 3-31 3-87 7 es 72-64 

Beets ta tak 5.801. 5.071 |80rsa asks 83.80 

g ET ate 7-14 7.39 rp eee eo hd Wa : 89 89 

eae A eae 10.02] 10.49||33.........-.| 56. : “03] 84.06]103.18 
ree 11.57| 12.18]|34...........| 59.46] 72.65] 80.49] 89.32/110.43 
GES ve 13.20] 13.971135...........| 62.27] 76.59| 85.16] 94.83]118.12 

Ales, Sere 14.91] 15.87|136.......--+-} 65.17] 80.70] 90.04/100.62]126.26 
Liars teat 16.71| 17.88]137...........] 68.15] 84.97] 95.13]106.71)134.90 
190: Pel 18.59| 20.01||38...........| 71.23] 89.40]100.46]113.09]144.05 
14pm. 20.57| 22.27||39...........] 74.40] 94.02]106. 03 119 .80]153.76 
1620 eet 22.65] 24.67/|40..cccceceoe] 77. "g2]11 126 .84]164.04 

T6swies aby: a: 24.84] 27.21]|41...........] 81.02]103.82 M17. 92|134.23]174.95 
TT or ee 27.13] 29.90||42.......---- 9] 186.50 
1 eee 29.53 32-76 ee 4 198.75 

20) oar ; ‘ 33-4 Se ae 68}225.50 

TS eapall 24] 35.30] 37.50] 42.39]]46........... 11/240.09 
Bh ihe eae 5.61| 37.93] 40.43| 45.991147.....-0..-. 021255.56 
ee ee “08} 40:68] 4350] 49 811|48..........- "421271.95 
4 fie, oie 3. 111.79]151.6¢|177 .50|208 .34]289 .33 
Ber 33° 551 43.31) 46.571 50.111 58.15||50. ......... 116 181158 _77!186.53(219.81|307.75 

TABLE I1V.—Wuat A SAVING or $1 A YEAR AMouNTS TO AT CoMPOUND INTEREST 
Courtesy of the World Almanac. 

AT COMPOUND INTE@EST. 

At Simple Com- 
RATE.| Interest. Com- pounded Com- 

pounded Semi- pounded 
Yearly. | Annually. | Quarterly. 

1 100 years.| 69.660 69.487 69.237 
1% 66.66} 46.556 46.382 46.297 
2 50.00} 35.003 34.830 34.743 
2% are 28.071 27.899 27.748 
3 33.3 23.450 23.278 23.191 
31% 33-39 20.149 19.977 19.890 
4 25.00 17.673 17.501 17.415 
4% 22422 15.747 15.576 15.490 
5 20.00 14.207 14.035 13.949 
5% 18,18} 12.942 12.775 12.689 

(ee ee | He | | | — —--- ] —--— - -  — ] - 

AT COMPOUND LNTEREST. 

At Simple Com- 
RATE.| Interest. Com- pounded Com- 

pounded Semi- pounded 
Yearly. | Annually. | Quarterly. 

6 16.67 11.896 11.725 11.639 
6% 15.38 11.007 10.836 10.750 
7 14,29 10.245 10.07 9.966 
7% UG ERR 9.584 41 9.328 
8 12.50 9 006 8.837 8.751 
84% 11.76 8.497 8.327 8.241 
9 11.11 8.043 7.874 7.788 
914 10.52 7.638 7.468 7.383 

10 10.00 7.273 7.103 7.018 
12 8.34 6.116 5.948 5.862 

TABLE V.—YEARS IN WHICH A GIVEN AMOUNT WILL DoUBLE AT SEVERAL RATES OF 
INTEREST 

Courtesy of the World Almanac. 

YEARS. | 3% | 4% |4%% | 5% 6% || YEARS. | 3% | 4% | 44% | 5% | 6% 
Bk 4,580] 4,452| 4,390] 4,329] 4,212|| 35..... 21,487| 18,664] 17,461| 16,374] 14,498 

10sue: "530| 8.111] 7.913] 7.722] 7:360|| 40....:| 23:115] 19;793] 18,401] 17,159] 16,046 
16s ree 11938] 11,118] 10;740] 10/380] 977121] 45.272: 24°519| 20,720] 19,156! 17/774] 15.456 
ys esa 14'877| 13/590] 13,008] 127462] 11470|| 50..2!: 25.730| 21.482] 19°762| 18,256] 15,762 
OT Ne, ae 17,413 45.022 14828] 147094] 12°783]1100. .. 31,599] 24,505] 21/950] 19,848] 16.618 
Z0sn see 197600! 17,2921 16,289] 15372] 13.765 

TABLE VI.—PRESENT VALUE OF AN ANNUITY OF $1,000 
Courtesy of the World Almanac. 

IV. Periodic savings at compound interest. 
The amount to which a given sum, e. g., $1 
saved regularly at the beginning of each 
year, will accumulate at compound interest 
at various rates for different time intervals. 

See Table IV above. 

V. Doubling of principal. The number of 
years in which a given sum will double at 
different rates of interest. See Table V 
above. 

VI. Present value of an annuity. Present 
value (or cost to buy) of an annuity of a 
given sum, e. g., $1,000, at different rates of 

compound interest, for a varying number of 
annual incomes. See Table VI above. 

VII. Amortization of principal plus in- 
terest. The aggregate amount required to 

cancel a debt (bond or note) of a given sum, 
e. g., $1,000, on the amortization plan, and 
simple interest plan, for different maturities 
at various rates of interest. See Table VII 
on following page. 

VIII. Sinking fund accumulations. The 
amount or instalment to be set aside periodic- 
ally (annually, semi-annually, or quarterly) 
which at various rates of compound interest 
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———AmouNT REQUIRED TO CANCEL A $1,000 Loan ON— —— 
The 

Amortization — —THE SIMPLE INTEREST PLAN—- 

Time, in Years. Plan. 5 percent. 5%percent. 6 percent. 6% percent. 7 percent. 

eee Wie cae slaca'ehle pe 8 $1,243.99 $1,250.00 $1,275.00 $1,300.00 $1,325.00 $1,350.00 

Ph edie stat ash tes Oiig Ss ack ech © 1,291.03 1,300.00 1,330.00 1,360.00 1,390.00 1,420.00 

Dane Ss CON eek eh eae 1,337.41 1,350.00 1,385.00 1,420.00 1,455.00 1,490.00 

Be rials. Vin. «tut <u aoe 1,383.10 1,400.00 1,440.00 1,480.00 1,520.00 1,560.00 

aye 9 a ree 1,328.07 1,450.00 1,495.00 1,540.00 1,585.00 1,630.00 
Reet srs Chats otis a a ¥ ah 1,472.28 1,500.00 1,550.00 1,600.00 1,650.00 1,700.00 
es ae ee ee 1,515.69 1,550.00 1,605.00 1,660.00 1,715.00 1,770.00 
1 a ge i 1,558.26 1,600.00 1,660.00 1,720.00 1,780.00 1,840.00 
te oe ie ea Oe eet ae ae oe ot 1,599.95 1,650.00 1,715.00 1,780.00 1,845.00 1,910.00 
Ut Ae OAL eer 1,640.71 1,700.00 1,770.00 1,840.00 1,910.00 1,980.00 
Dee aa C dish elas Sek bce 8 1,680.49 1,750.00 1,825.00 1,900.00 1,975.00 2,050.00 
DG ee ails kak ciel cians 6 530 1,719.25 1,800.00 1,880.00 1,960.00 2,040.00 2,120.00 
19 Be een oa Se eee 1,756.94 1,850.00 1,935.00 2,020.00 2,105.00 2,190.00 
bes Get eats > Skis eo<,* 9 3 1,793.49 1,900.00 1,990.00 2,080.00 2,170.00 2,260.00 
IRE | thc s nd ots Ankles Rid 5 AER 1,828.86 1,950.00 2,045.00 2,140.00 2,235.00 2,330.00 
BU Ria Bois & 05.4 00's 1,862.99 2,000.00 2,100.00 2,200.00 2,300.00 2,400.00 
Re Meta Sate tics aay sr %, wie 1,895.80 2,050.00 2,155.00 2,260.00 2,365.00 2,470.00 
De CG ee aun GY aoe sc. x04, 0) 1,927.24 2,100.00 2,210.00 2,320.09 2,430.00 2,540.00 
PS EIS ik es siti to sw ole 1057425 2,150.00 2,265.00 2,380.00 2,495.00 2,610.00 
1 NO pid de eae Sepa 1,985.70 2,200.00 2,320.00 2,440.00 2,560.00 2,680.00 
EOE ETS nates Gono bee'%..6 9.8 2,012.58 2,250.00 2,375.00 2,500.00 2,625.00 2,750.00 
ELV CTIRCA NS ais utes lara cisie ©. 0.0 5 2,037.78 2,300.00 2,430.00 2,560.00 2,690.00 2,820.00 
opiate a ictttets © aoe e<'6 6 6s 2,061.21 2,350.00 2,485.00 2,620.00 2,755.00 2,890.00 
GME TIO e's probe sisie.s oes 2,082.80 2,400.00 2,540.00 2,680.00 2,820.00 2,960.00 
PAS Ni eh: A a es 2,102.44 2,450.00 2,595.00 2,740.00 2,885.00 3,030.00 
SAE ae ee 2,120.04 2,500.00 2,650.00 2,800.00 2,950.00 3,100.00 
EET A eter. aleve wine wise + 0's 2,135.49 2,550.00 2,705.00 2,860.00 3,015.00 3,170.00 
ETM a Yaiete s/c oeeis che  osia 2,148.69 2,600.00 2,760.00 2,920.00 3,080.00 3,240.00 
ROEM ATE A a Aa bis’ Dies ste s 259552 2,650.00 2,815.00 2,980.00 3,145.00 3,310.00 
oat ob bye ea ae 2,167.86 2,700.00 2,870.00 3,040.00 3,210.00 3,380.00 
UM MNCmiE Sis A sie sac aces « 2,173.58 2,750.00 2,925.00 3,100.00 3,275.00 3,450.00 
NO ence as oka ots io e's 2,176.56 2,800.00 2,980.00 3,160.00 3,340.00 3,520.00 

TABLE VIJ.—FEpDERAL FARM LOAN INTEREST TABLES 

Period. 

Us a) a OR, a ee $100.0000 $100.0000 $100.0000 $100.0000 $100.0000 $100.0000 
MN ies Tevcic cis waste terepe: ise 49.2611 49.1400 — 49.0196 48.8998 48.7805 48.5437 
Alenia SA ee ee 32.3530 32.1934 32.0349 31.8773 31.7209 31.4110 
“Oy A Se ee ee 23.9027 23.4251 23.5490 23.3744 23.2012 22.8591 
Be OR ries bh on) ous. m4 86 4 sal 18.8355 18.648] 18.4627 18.2892 18.0975 17.7396 
Bins Af eA OO) Seed eee 15.4597 15.2668 15.0762 14.8878 14.7017 14.3363 
fe BR SRR eae 13.0506 12.8544 12.6610 12.4701 12.2820 11.9135 
Era eRGI Ie «la gle 68% laretekoie sic 11.2456 11.0477 10.8528 10.6610 10.4722 10.1036 
Ele ob ae OE Sir See 9,8434 9.6446 9.4493 9.2574 9.0690 8.7022 

LEN ORIe hthatare ictal vi tosisicortirs 8.7231 8.5241 8.8291 8.1379 7.9505 7.5868 

TasLE VIII.—SINKING Funpd or ANNUITY WHICH, INVESTED AT THE END oF Eacu Mont, 

Witt Amount To $100.00 

will accumulate to a sinking fund sufficient 
at varying maturities to retire the principal 
of a given amount of bonds. See Table VIII 

above. 
Simple interest tables for computing in- 

terest on short-term loans are based on a 
360-day and 365-day year. Commercial 
banks customarily use the 360-day tables but 
the Federal Reserve banks compute their 
transactions on the 365-day table. There 
are a number of tables showing the amount 
of interest on a given sum at various interest 

rates from 1 to 365 days. 
(See Amortization Loans, Annuity, Bond 

Values Table, Discount, Interest.) 
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Interest Warrant 

An order by a corporation for the pay- 
ment of interest due on its bonds, notes, 
etc.—especially a check in payment of in- 
terest on registered bonds. (See Warrant.) 

Interim Certificates 

Temporary printed certificates ; provisional 
bonds or stocks issued to purchasers of a new 
issue until the final or permanently engraved 
securities can be issued to take their place. 
Final stock certificates or bonds are known 
as definitive or permanent securities. Since 
the preparation of the definitive bond and 
stock certificates involves time and purchas- 
ers require some sort of documentary proof 
of ownership, interim certificates are pro- 
vided to fill the gap. Interim certificates 
may be issued by the debtor corporation 
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or by the syndicate managers of the syndi- 
cate floating the issue. They are also known 
as receipts, or syndicate managers’ receipts. 

Interim Dividend 

A dividend paid in anticipation of the usual 
periodic dividend. Some corporations make 
a practice of paying an interim dividend at 
a small nominal rate each month or quarter, 

in anticipation of the disbursement of the 
full dividend declared at the annual meeting 
at the close of the fiscal year. 

Interim Receipts 
See Interim Certificates. 

Interior Banks 

An ill-advised term to denote banks lo- 
cated outside of New York city, other than 
Federal Reserve banks, Federal land banks, 

etc. Practically all banks not located in 
New York find it convenient to maintain 
banking connections and to carry balances 
with some New York bank. The purpose 
of these balances is to enable banks outside 
of New York city to sell drafts on New 
York, to deal in foreign exchange, issue let- 
ters of credit, etc., the New York cor- 
respondent being the instrumentality by 
which these transactions are consummated. 
For this reason, New York is _ treated 

throughout the country both as a reserve and 
financial center. Even the banks located in 
Chicago, although technically central reserve 
city banks, are regarded a interior banks, a 
term roughly equivalent to Country Banks 
(qovi): 

Interlocking Directors 
Directors of one corporation who are at 

the same time directors of another. in the 
same or similar line of business. By this 
means a community of interest between the 
two corporations is secured to the end that 
competition is lessened or entirely eliminated. 

By the Clayton Act interlocking directo- 
rates are prohibited among banks, either of 

which, with certain exceptions, has a com- 
bined capital, surplus, undivided profits, and 
deposits of five million dollars or over. (See 
Clayton Act.) 

Intermediate Credit Banks 

The twelve banks created by the Agricul- 
tural Credit Act of 1923, which have the 
same officers and directors as the twelve 
Federal Land banks. (See Farm Credits 

Act.) 

ENCYCLOPEDIA OF BANKING AND FINANCE 

Following are the preliminary rules and 
regulations for the purchase of paper and 
making of loans by the Federal Intermediate 
Credit Banks: 

DEFINITIONS. 
The term ‘‘advanced in the first instance for. 

any agricultural purpose’’ shall be held to mean 
advanced in the first instance to a person en- 
gaged in agriculture for the purpose of carrying 
on agricultural productions or defraying an in- 
debtedness arising therefrom. 

The term ‘Agricultural Credit Corporation”’ 
shall be held to mean a corporation organize 
under the laws of any state for the purpose of 
loaning money for agricultural purposes as herein 
defined, or for the raising, breeding, fattening or 
marketing of live stock. 

The term ‘‘Cooperative Credit Association”’ shall 
be held to mean a cooperative Association or- 
ganized under the laws of any state for the pur- 
pose of procuring for its members credit for 
agricultural purposes as herein defined, or for the 
rene breeding, fattening or marketing of live 
stoc 

AGRICULTURAL CREDIT CORPORATIONS 
AND INCORPORATED LIVE STOCK 

LOAN COMPANIES. 

Any agricultural credit corporation or incor- 
porated live stock loan company seeking a line 
of rediscount with an Intermediate Credit Bank 
will be required to file with such bank 

(a) Its application in writing for the establish- 
ment of such relation. 

(b) A statement of its financial condition in 
such detail as the Intermediate Credit Bank may 
require, but which must in each case disclose its 
actually paid-in capital stock, its total assets and 
liabilities, and the nature of the securities in 
which its capital is invested. 

(c) The written opinion of its counsel that the 
institution has power under the laws of the state 
to rediscount paper. 

(d) A _ resolution of its 
authorizing such rediscount. 

(e) The official signature of the officers who are 
authorized ‘to bind the corporation. 

(f) An agreement to report to the Farm Loan 
Board any time upon call a detailed statement of 
its financial condition in such form as the Farm 
Loan Board shall prescribe, and an agreement to 
submit to, at its own expense, at least two ex- 
aminations each year by National Bank Examiners 
or Land Bank Examiners. No rediscounts will for 
the present be accepted from any such institutions 
which has not a paid-up and unimpaired capital 
of at least $10,000. 

Corporations submitting debentures for discount 
with the Federal Intermediate Credit Banks must 
deposit with the Farm Loan Registrars the securi- 
ties upon which such debentures are based. 

COOPERATIVE CREDIT ASSOCIATIONS. 
Any cooperative credit association desiring to 

establish rediscount privilege will be required to 
file with the Intermediate Credit Bank of its dis- 
trict: 

(a) A copy of its charter or articles of asso- 
ciation. 

_(b) A general statement of its plan of opera- 
tion. 

(c) A statement of its counsel that it has 
under the laws of the state in which it exists 
authority to rediscount paper. These must in each 
instance, be submitted to and approved by the 
Farm Loan Board before the rediscount privilege 
is granted. 

No paper will for the present be rediscounted 
for cooperative credit associations except the types 
of paper which may be rediscounted for coopera- 
tive producing or marketing associations, namely, 
where the notes or other obligations representing 
such loans are secured by warehouse receipts or 
shipping documents covering staple agricultural pro- 
ducts or mortgage on live stock, and such loans 
may not exceed 75 per cent of the market value 

Board of Directors 
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of such staple agricultural product or live stock. 
Loans against warehouse receipts upon live stock 

must be accompanied by collateral agreement to 
provide such additional security from time to time 
as may be necessary to preserve the prescribed 
relation between the market value of the security 
and the amount loaned. 

The term “staple agricultural product” shall for 
the present be defined to mean grain, cotton, wool, 
tobacco and peanuts. Dairy products, eggs, fruits 
and vegetables subject to future determination. 

STATE BANKS, TRUST COMPANIES AND 
SAVINGS INSTITUTIONS. 

Any state bank, trust company, or savings in- 

stitution seeking the rediscount privilege shall make 
application therefor in writing to the proper In- 
termediate Credit Bank, accompanied by 

(a) A financial statement in such ror as is 
required of it by the supervising authority in its 
jurisdiction. 

(b) Its authorization in writing to the super- 
vising authority to furnish to the Intermediate 
Credit Bank of its district upon request any re- 
port of condition or examination or other confiden- 
tial information in the possession of such super- 
vising authority. 

(c) A resolution of its 
authorizing such rediscount. 

(d) The official signature of the officers who are 
authorized to bind the corporation. 

(e) The certificate of its counsel that it has 
full authority under its corporate powers and the 
laws of its jurisdiction to make such rediscount. 

NATIONAL BANKS. 

National banks seeking the rediscount privilege 
shall make application in writing to the proper 
Intermediate Credit Bank, accompanied by: 

(a) A financial statement in such form as is 
required of it by the Comptroller of fhe Cur- 
rency upon call. 

(b) A _ resolution of its 
authorizing such rediscount. 

(c) The official signatures of the officers who 
are authorized to bind the corporation. 

WAREHOUSE RECEIPTS 

Intermediate Credit Banks will accept the re- 
ceipt of any warehouse licensed and bonded under 
the Federal Warehouse Act. In all other cases 
the warehousing laws and regulations of the state 
controlling the same must be submitted to the Fed- 
eral Farm Loan Board for approval. 

MATURITIES 

No loans may, under the Act, be made on 
paper acquired with a maturity of less than six 
months from the date of the transaction, and for 
the present no paper will be taken with a matur- 
ity longer than nine months. 

ADDITIONAL RULES AND REGULATIONS 
FOR THE PURCHASE OF PAPER AND 
MAKING OF LOANS BY FEDERAL 
INTERMEDIATE CREDIT BANK. 

1. A Federal Intermediate Credit Bank shall not 
rediscount notes of any person or corporation in 
an amount exceeding the individual loans which 
such bank or other rediscounting agency may make 
under the laws of the jurisdiction under which it 
is organized, or if no such limitation is imposed, 
then the limit shall be 20 per cent of the paid-in 
and unimpaired capital and surplus of such cor- 
poration. 

Where, however, a note is secured by warehouse 
receipts representing readily marketable and non- 
perishable agricultural commodities or chattel mort- 
gages on live stock, the limit upon such individual 
loans shall be 50 per cent of the paid-in and un- 
impaired capital and surplus of such corporation. 

2. Warehouse receipts, whether tendered with 
rediscounts or as security for direct loans or 
advances, will be accepted as security only upon 
readily marketable and non-perishable agricultural 
products. 

3. In addition to the commodities heretofore 
defined as “staple agricultural products,’ the fol- 
lowing commodities are added to the list upon 

Board of Directors 
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which warehouse receipts will be accepted as securi- 
ty for loans. 
Broom corn, beans, including soy-beans, 

hay, nuts and canned fruits and vegetables. 
Nuts and canned fruits and vegetables suggest 

special warehousing problems in addition to the 
ordinary warehousing questions which must be 
solved before loans or advances may be made, 
particularly as to marketability and as to peculiar 
warehousing facilities necessary to qualifying these 
products as non-perishable. 

4. Organizations, whether co- operative or other- 
wise, engaged in buying feed, fertilizer, or other 
agricultural commodities, and distributing such 
commodities among their farmer members, cannot 
borrow directly from the Intermediate Credit 
Banks, even though such commodities shall be 
warehoused and warehouse receipts offered there- 
on as security. Farmers wishing credit for the 
purchase of agricultural products, machinery, live 
stock, or other equipment to aid in agriculture, 
can reach the Intermediate Credit Banks only 
through a capital stock rediscounting agency. Com- 

rice, 

mercial banks may furnish such loans, or the 
farmers may borrow through agricultural credit 
corporations, which can rediscount such paper 
with the Intermediate Credit Banks. 

5. The Federal Intermediate Credit Banks are 
authorized ta collect the actual expenses incurred 
in the appraisal or inspection of the property 
offered as security for discounts or direct loans 
or advances. The bank or other agency which 
takes the note in the first instance is not authorized 
to make any inspection or appraisal charges. 

Internal Bonds (or Loans) 
Bonds issued by a Government in its own 

currency for purchase by investors at home. 
Such bonds are to be distinguished from ex- 
ternal bonds which the Government sells in 
a foreign market and in the currency of 
that market. (See External Bonds.) 

International Checks 
Same as Traveler’s Cheques (q. v.). 

International Clearing House 
There is of course no physical clearing 

house where foreign bills of exchange and 
other instruments are used in the settlement 
of foreign transactions. In reality the mar- 
ket for foreign exchange constitutes the in- 
ternational clearing house. 

International Code 

See Cipher Code. 

International Exchange 
Same as Foreign Exchange (q. v.). 

International Gold Movements 
See Foreign Exchange, Gold Reserve. 

International Money Order 
See Money Orders. 

International Postal Money Order 
See Money Orders. 
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International Securities 
Bonds or stocks which enjoy a ready mar- 

ket on the principal exchanges of several 
leading nations, thus being subject to arbi- 
trage transactions. The stocks of the leading 

American railways and of the Canadian Pa- 
cific and United States Steel are examples 

of international securities, being traded on 
the New York, London’and Montreal stock 

exchanges. This term also refers to bonds 
and stocks, the interest (or dividends) upon 

which is payable in the financial centers of 
two countries, ¢. g., certain securities listed 
on several of the continental exchanges. 

International Trade 

See Foreign Trade. 

Interstate Commerce Act 

An act approved by Congress on February 
4, 1887, and amended in 1888, 1903 (Elkins 

amendment), 1906 (Hepburn amendment), 

and 1910 (Mann-Elkins amendment), for 

the purpose of bringing all railroads doing 

an interstate business under the regulation 

of a common body, namely, the Interstate 

Commerce Commission. The original act 

sought chiefly to correct certain abuses, lead- 

ing to four main provisions viz.: (1) pro- 

hibition of pooling; (2) forbidding dis- 

crimination between persons in the form of 

special rates and rebates; between localities ; 

and between conecting lines and commodities ; 

(3) requiring all charges to be reasonable, 

and that rates and fares be printed and 
posted for public examination; and (4) 
making it unlawful to charge more for a 

shorter than for a longer distance over the 

same line in the same direction, when the 
shorter distance is included within the longer, 

except by special permission. 

The jurisdiction of the Interstate Com- 
merce Commission has been extended to in- 
clude pipe lines, telegraph companies, express 
companies, sleeping-car companies, and tele- 
phone and cable companies, engaged in inter- 

state traffic. By subsequent acts, including 
the Transportation Act of 1920, the Com- 
mission has power to fix railroad rates, i. ¢., 
to change rates either on its own initiative 
or on that of the carriers. One of its chief 
powers is to require monthly reports of earn- 
ings and operating conditions from the car- 
riers over which it has jurisdiction. 

Interstate Commerce Commission > 
See Interstate Commerce Act. 

Intestacy (Intestate) 

When a person dies without leaving a will 
he is known as an intestate decedent and his 
estate is an intestacy. An intestacy is ter- 
minated by an administrator appointed by 
a probate (or surrogate) court. (See Ad- 
ministrator, Letters of Administration.) 

Intrinsic Value 

Literally, the actual value which a thing 

possesses in itself. This concept is somewhat 

nebulous and _ philosophical, but among 

economists implies value-in-use or utility, 

as distinguished from market value. 

In referring to metallic money, intrinsic 

value denotes the bullion value of the metal 

composing the coin. Paper money is some- 

times said to have no intrinsic value, mean- 

ing that the paper upon which it is printed 

is worthless. There is a certain amount of 

quibbling in stressing this point of view, 

since everyone recognizes that the value of 

paper money or any credit instrument, de- 

pends upon the collateral behind it or the 

credit standing and financial responsibility of 

the maker. 

In referring to securities, intrinsic value 
denotes the value of a stock or bond as an 

investment, 7. e., its worth as shown by its 

underlying equities, security, and past and 

potential earning power of the issuing or- 

ganzation, as distinguished from the ruling 

market value which because of depression or 

speculative enthusiasm, may be either below 

or above intrinsic value. 

Inventory 

A schedule or listing of property owned 

by an individual or concern and generally 
applied to the itemization of a single kind 
of property, the quantity, unit price, and 
total value being indicated for each item. 
Thus a merchandise inventory in a depart- 
ment store would consist of an itemized 
schedule of each kind of merchandise, shoes, 
carpets, mens’ suits, hosiery, etc., showing 
the quantity on hand in one column, the unit 
price in a second column, and the total price, 
(1. e., extension) in a third. 

Physical inventories of merchandise, raw 
materials, goods in process and finished 
stocks should be taken at least annually, 
preparatory to making the financial state- 
ments and determining the profits for the 
year. Some businesses maintain a perpetual 
inventory. 
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Inventory Value 

The price at which merchandise, securities, 

or other property is on an inventory sheet. 

The rule prescribed by accountants and audi- 

tors is that merchandise should be valued 

at cost of market, whichever is lower. This 

is a conservative practice based upon the 
principle that losses should always be taken 

but profits never anticipated. Due allowance 

should be made also for physical deterioration 

of merchandise which has become shop-worn, 

soiled, obsolete, or otherwise unsalable. 

Bonds carried for trading purposes may 

reasonably be valued above cost if the market 
price has advanced since the time of pur- 
chase, but preferably at several points under 
the market. (See Inventory.) 

Investment 

In a loose sense, the employment of capital 
for gain, whether in a business, farm, urban 

real estate, Government bonds, industrial 
bonds, oil stocks, merchandise, or an edu- 
cation. More strictly, it is the purchase of 
property for the sake of its income, but al- 
ways with a view to eliminating the risk of 
impairment of the principal, as distinguished 
from Speculation (q. v.). “The investor 
buys to procure the income from the princi- 
pal, while the speculator buys to secure the 
profits that may accrue in a realized appreci- 
ation of the principal.’”* Pratt says that “in 
making such a purchase safety is the 
primary consideration, the amount of the 
income is important but secondary.”’} An in- 
vestor, as distinguished from a speculator 
“contemplates little or no risk, fixed interest 
return, and little or no thought of profit. 

. . . The intent in an investment is to 
regain the principal (with or without a 
profit, which, however, will be only inci- 
dental) on the termination of the venture, 
pending which termination, a fixed and sure 
income will be received.”’+ 
A few authors limit the meaning of invest- 

ment to purchases of property, e. g., bonds, 
acceptances, notes, mortgage loans, etc., in 
which the relation between the original out- 
lay and the final return is as nearly certain 
as can be contrived in a human world. Ac- 
cording to this view the investor must pos- 
sess an enforceable contract, preferably sup- 
ported by security and signed by a debtor 
having adequate financial responsibility, 
which calls for the payment of a fixed 

* Lagerquist: Investment Analysis, p. 7. 
+ Work of Wall Street, p. 81. 
+H. S. Martin, New York Stock Exchange, p. 

— 
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sum at a stipulated rate of interest, at a 
stated maturity. 

Reduced to its lowest terms, investment is, 
therefore, the purchase of a series of future 
incomes, definite and know in advance, which 
provides also for the repayment of the prin- 
cipal sum without loss on a certain date; 
or which provides as in the case of an an- 
nuity for the return of the principal as a part 
of the interest, on the regular interest dates. 
(See Investment Bank, Investment Market, 
Investment Media, Investment Securities, 

Speculation. ) 
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Investment Association 

A form of investment insurance organiza- 

tion in which the trained and experienced 

judgment of investment experts in the pur- 

chase of securities is substituted for the 

uninformed judgment of the individual in- 

vestor. The individual investor places his 

investment funds with the association for in- 

vestment by it in selected securities of other 

corporations, sharing in the profits of the 

association in the proportion that his invest- 
ment bears to the total invested funds. Some- 
times the association issues its own bonds and 
shares, the proceeds being used to invest in 
the securities of other corporations. The 
members of the association buy these bonds 

and shares, which are available in small de- 
nominations, their income consisting of the 
interest derived from the bonds and the 
dividends from the stock. 

In this way the small investor obtains 
the benefit of expert investment knowledge, 
and the association, by having large sums of 
money, can buy advantageously, and dis- 
tribute its purchases over a wide range of 
investments, thereby distributing the risk. 
‘These associations are much more common 
in England and continental Europe than in 
the United States. 

Investment Bank 

A bank engaged in the buying and selling 
of securities. Except in “blue-sky” states, 
these banks are not subject to regulation by 
the state or federal government, as are com- 

mercial and savings banks. (See Invest- 
ment Banker.) 

Investment Banker 

A banker engaged in investment banking, 

1. e., financing the capital requrements of 

business, as distinguished from the seasonal 

or current requirements. The investment 

banker is the middleman between businesses 

which require capital for purchase of fixed 

assets, e. g., the expansion of plant and fa- 

cilities, and the ultimate investor, who has 

money to lend. New and expanding enter- 

prises come to the investment banker for aid 

in the financing of their capital requirements. 

The investment banker then analyzes the af- 

fairs of the applicant for capital credit in 

order to determine whether he is justified in 

undertaking to finance the enterprise. This 
analysis is usually exhaustive, involving a 

study of the assets, earnings, sales, market 

for the product, personnel, and likelihood of 

success, or continued success. If the financ- 

ing is undertaken, the kind of securities are 
then selected, and the amount, rate, and price, 

are agreed upon. Usually an investment 

banker shifts the risk of marketing these se- 

curities by forming a syndicate in which he 
becomes the manager, but in which others 

are invited to participate. (See Syndicate, 

Underwriting.) 
An investment banker is a buyer and 

seller of securities. He buys them from the 

issuing organization, or from a syndicate, 
and sells to security dealers, or to the in- 

vestor. The investment banker is required to 

have considerable capital, since he must be 
in a position to “clear” large blocks of se- 
curities. His securities, however, are avail- 

able as collateral for loans. An investment 
banker is in no way pledged to indemnify 
the investor against any loss he may sus- 
tain by reason of the securities sold. 

BIBLIOGRAPHY 

L. CHAMBERLAIN: Work of the Bond 
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E. W. BuLktey: The Investment Security 
Business, 1919. 

Investment Bankers Association 

See Bankers Associations. 
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Investment Barometers 

Barometers which foretell the trend in 

bond prices, among which are, trend of in- 

terest rates, trend of commodity prices, ra- 
tion of reserves to liabilities of the Federal 
Reserve System, extent of use of capital for 

commercial purposes, degree of activity of 
business, gold movements and gold produc- 
tion. (See Business Barometers. ) 

Investment Company 
As defined by the New York State bank- 

ing law, “any corporation other than an in- 
surance corporation formed under the laws 
of this state or of any other state, and doing 
business in this state for the purpose of 
selling, offering for sale, or negotiating to 
individuals other than bankers bonds or notes 
secured by deed of trust or mortgages on 
real property or choses in action, owned, is- 
sued, negotiated, or guaranteed by it, or for 
the purpose of receiving any money or prop- 
erty, either from its own members or from 
other persons, and entering into any contract, 

engagement or undertaking with them for 
the withdrawal of such money or preperty 
at any time with any increase thereof, or 
for the payment to them or to any person of 
any sum of money at any time, either fixed 
or uncertain.” 

The term is sometimes applied to in- 
vestment bankers or other companies en- 
gaged in retailing securities. 

Investment Credit 

Credit furnished to finance the purchase of 
long-term, durable goods. A purchaser of 

corporation bonds or real estate mortgages is 
a lender of investment credit. (See Credit.) 

Investment Income 

Income derived from invested capital, 
as distinguished from income derived from 
services. (See Income.) 

Investment Market 

The channels or outlets for distributing 
bonds and other investments. The chief 
market for bonds exists among the follow- 
ing classes of purchasers: investing public 
(private investors), banks — commercial, 

Savings, and trust companies; speculative 
public; insurance companies; business con- 
cerns; investment associations; trust estates 
and trustees; eleemosynary institutions; 
foundations; trade unions; fraternal orders 
and clubs; college endowments. 
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Investment Media 

The properties in which capital may be 
invested for gain; the various kinds of pur- 
chasable income-bearing properties. The fol- 
lowing are the most usual types of invest- 
ment media: 

1. Bonds—Government, state, municipal, 

railroad, public utility, industrial, mining, oil, 
real estate. 

2. Annuities—life, terminable, perpetual. 
3. Real Estate Mortgage Bonds and Cer- 

tificates. 
4. Savings Accounts. 
5. Certificates of Deposit--Time and De- 

mand. 

6. Chattel Mortgage Bonds. 
7. Land Bank and Joint-Stock Land 

Bonds. 
8. Farm Mortgages. 
9. Stocks—railroad, public utility, indus- 

trial, bank and trust company, insurance. 
10. Farms. 
11. Urban Real Estate—business and 

residential. 
12. Notes, Acceptance, and Bills of Ex- 

change, 
13. Endowment and Old Age Insurance. 
14. U. S. Government Treasury Certi- 

ficates. 
15. U. S. Government Postal Savings 

Bonds and Stamps. 
16. Foreign Investment Securities. 

(See Investment.) 

Investment Securities 

Securities which are entitled to an invest- 
ment rating, 7. e., securities which are safe 
as to principal and yield a fair return. In- 
vestment securities are limited to bonds and 
a few high-grade preferred stocks. 

The tests of an investment bond are: 
1. Security of principal, which depends 

largely upon the character of the issuer, class 
of lien, and nature of collateral pledged. 

2. Regularity of imcome. 
3. Fairness of yield. 
4. Marketability, which depends largely 

upon whether it is listed, and upon its ac- 
tivity. 

5. Collateral value, or acceptability as 
security for a loan. 

6. Exemption from taxation. 
7. Exemption from care. 
8. Acceptability of denomination 

term. 

10. Registration privileges. 
11. Place of payment of interest and 

principal. 

(See Investment. ) 

and 
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Investments for Savings Banks 
See Legal Investments for Savings Banks. 

Investments for Trust Funds 

See Legal Investments for Trust Funds. 

Investment Stocks 

Stocks suitable for purchase because of 
their stability of income and capital value. 
In a loose sense, certain high-grade stocks 
of seasoned companies are referred to as 
investment stocks, but in reality the term is 
contradictory, since in a stock there is no 

contractual obligation on the part of the is- 
suer to repay the principal. (See Invest- 
ment, Speculation.) 

Investment Trust 

A form of organization, more common 
abroad than here, e. g., The Corporation of 
Foreign Bondholders in England, which pur- 
chases foreign securities, and sometimes is- 
sues its own securities against the securi- 
ties purchased. A secondary purpose of 
such a trust is to protect the interest of in- 
vestors in foreign securities. 

Investment Value 

The value of a security measured solely on 
the basis of its income. (See Amortization, 
Basis Value, Yield.) 

Investor 

See Investment. 

Invisible Imports 
According to Say’s Law, which is an im- 

portant enunciation of a commonly recog- 
nized principle, the values passing between 

two nations are equal, 7. e., exports and im- 
ports are equivalent values. This does not 
mean that the merchandise exports of any 
one country may not exceed its merchandise 
imports, or vice versa. Suppose that one 
country exports $10,000,000 of merchandise 
to another and receives $8,000,000 of mer- 
chandise in exchange. The balance of $2,- 
000,000 may be paid for in gold, by what are 
known as the invisible imports, which con- 
sist of items that escape the records of the 
Customs officials, or by a loan. The normal 
invisible imports consist of: (1) securities 
purchased in foreign countries; (2) loans 
made to foreign borrowers by private in- 
vestors and bankers; (3) expenditures by 
travelers and tourists abroad; (4) remit- 

tances on account of interest and dividends 
upon securities held abroad; (5) remittances 

on account of ocean freight charges; (6) re- 
mittances on account of marine insurance 

premiums; (7) remittances on account of 
bankers’ commissions; (8) remittances by 
immigrants to friends and relatives abroad; 

(9) payment of matured loans made by 
foreign banks to American bankers. 

Since the War, the importation of foreign 

securities has grown to immense proportions 
and has assisted in counteracting our heavy 
excess of commodity exports. Many of 

these securities enjoy an international mar- 
ket. 

Invisible Supply 
A term used to indicate the amount of a 

commodity—grain, cotton, or other agri- 
cultural product—in the possession of far- 
mers and which has not yet reached the 
primary markets. (See Visible Supply.) 

Invoice 

A sales slip; an itemized bill given by a 
seller to a purchaser of goods showing all 
the particulars of the sale, e. g., date, name 
of buyer and seller, salesman’s number, 
quantity and description of articles, unit 
prices, extensions, discounts, if any, total 
footing, etc., The invoice is in reality an 
original entry record and since the billing 
system has come into general use, a duplicate 
of each invoice frequently is retained by the 
seller from which the monthly statement is 
prepared. 

Involuntary Bankruptcy 
See Bankruptcy. 

Irish Dividend 
A stock market expression humorously de- 

noting an assessment upon stock, 1. e., instead 
of the stockholder receiving a dividend, he 
is called upon to pay an assessment. 

Irredeemable Bonds 

Bonds with a fixed maturity, but not sub- 
ject to prior redemption; bonds which can- 
not be called for redemption by the issuer 
(payer or obligor) before maturity. They 
should not be confused with Perpetual Bonds 
or Intermediate Bonds (q. v.). 

Irredeemable Debenture 

A form of bond common among British 
railroads which have no fixed date of ma- 
turity or other provision for repayment of 
the principal, except in case of liquidation. 
Having a fixed rate of interest, the com- 
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panies issuing these bonds are at a dis- 
advantage since they are unable to refund 
them with issues bearing a lower interest 
rate whenever a period of easy money ex- 
ists. These debentures provide the owner 
with a perpetual annuity. 

Irredeemable Paper Money 
Money which a Government has made 

legal tender in payment of debts, but which 
is not redeemable in standard money, 1. e., 
gold or silver, the metals commonly used as 
a basis for currency in all commercial coun- 
tries. At present irredeemable paper money 
is normally used only by four countries— 
Chile, Guatamala, Haiti, and Paraguay. At 
the present time, however, most of the na- 
tions of Europe which were belligerents in 
the late war have resorted to irredeemable 
paper. 

Irredeemable paper money usually becomes 
the standard money and tends to drive 
metallic money out of circulation, or places 
it at a premium through the operation of 
Gresham's Law (q. v.). It is subject to 
wide fluctuations in value and causes similar 
fluctuations, though in inverse ratio, in com- 
modity prices. (See Fiat Money.) 

Irregular 
An expression used to indicate unevenness 

or variation in prices on a stock market; 
prices moving in opposite directions, some 
stocks advancing and others declining. 

Irregularities 

Informalities or infirmities which make a 
negotiable instrument technically invalid. A 
small percentage of the checks and other 
items presented to a bank, especially through 
a clearing house, contain some formal ir- 
regularity. This necessitates their return to 
the presenting bank or firm for correction 
or re-issue. Banks usually provide them- 

selves with printed form to. be attached to 
such checks explaining the reason for their 
return. . 

The chief formal irregularities which re- 
quire the return of checks are: alteration, 

counter signature missing, date, dated ahead, 
drawn against uncollected funds, duplicate 
paid, indorse exactly as drawn, indorsement 
illegible, indorsement incorrect, indorsement 
missing, filling (words and figures differ), 
guarantee of amount, guarantee of indorse- 
ment, insufficient funds, no account, no advice 
to pay, no instructions to pay, not due, not 
handled through exchange, original paid, 
past due, payment stopped, recalled, sent 

wrong, signature incorrect, signature missing, 

signature unknown, two signatures required, 
Loy ey 

Irrevocable Credit 

See Letters of Credit. 

Irrevocable Stock Power 

See Stock Power. 

Irrevocable Trust 

See Trusts. 

Irrigation Bonds 

Bonds issued to finance irrigation projects. 
Many sections of the West, especially Ore- 
gon, California, Idaho, Montana, Wyoming, 
Colorado, Nevada, Utah, Arizona, North 

and South Dakota, must resort to artificial 
irrigation in order to carry on successful 
agriculture. Projects to irrigate certain 
portions of these arid lands have been under- 
taken by three different agencies; irrigation 
districts, private corporations, and State Gov- 
ernments under the provisions of the Carey 
Act. 

Irrigation bonds as a class are entitled to 
no higher investment rating than industrial 
bonds. (See Carey Act Bonds.) 

BIBLIOGRAPHY 

T. Conway and A. W. Atwoop: Invest- 

ment and Speculation (1911), Chap. 25. 

Irrigation District Bonds 
Irrigation Bonds (q. v.) issued by an irri- 

gation district as distinguished from Carey 
Act irrigation bonds or irrigation bonds is- 
sued by a private corporation. Irrigation 
district bonds belong to the quasi-municipal 
class. 

Issue 
As a verb, to give out, emit, pass for Je- 

livery, or distribute. A Government issues 
currency, bonds, etc.; a bank issues notes, 
cashier’s checks, money orders, letters of 
credit, etc.; a corporation issues checks, 

notes, bonds, stocks, etc. 

As a noun, in underwriting and investment 
finance, the term means a new flotation of 

securities placed on the market for distribu- 
tion to the investing public. 

{ssued Capital Stock 
That portion of the stock of a corporation 

which is outstanding in the hands of the 



328 ENCYCLOPEDIA OF BANKING AND FINANCE 

stockholders or repurchased and held by a 
corporation as Treasury Stock (q. v.). It 
is not required that all of the authorized 
stock of a corporation be immediately is- 
sued. Issued capital stock is the difference 
between the authorized and unissued capital 
stock. (See Capital Stock.) 

Issue Price 

The price at which a new flotation or 
issue of stock or bonds is offered to the pub- 
lic by the underwriting syndicate, as dis- 
tinguished from the “underwriting price,” 
that paid by the underwriting syndicate to 
the issuing organization. It also differs from 
the price paid by the banks or investment 

houses invited to participate in the distribu- 
tion of the issue by the underwriting syndi- 
cate. The price quoted to the investment 
houses is the issue price less a certain con- 
cession, e. g., % per cent., 1 per cent., etc. 

Items 

A general term used in banking practice 
to denote such negotiable instruments as are 
payable upon presentation and © includes 
checks, money orders, and matured drafts, 
acceptances, and notes. The term is usually 

employed in combination with a qualifying 
word, e. g., “cash items,” “collection items,” 
“clearing house items,” “city items,” “out- 
of-town items,” etc. 

hs 



Jettison 
The act of throwing overboard a ship’s 

cargo in order to lighten the vessel when 
there is danger of sinking. An ocean car- 

rier, as usually indicated by the ocean bill of 
lading, does not assume liability for jettison. 
This risk should therefore be covered in the 
Marine Insurance Certificate (q. v.). 

Jobber (of Securities) 
See Stock Jobber. 

Joint Account 
This term has three meanings: 
(1) A joint business venture, or temporary 

partnership. 
(2) A bank account owned jointly by two 

or more persons. (See Joint Deposits. ) 
(3) A name given to a joint undertaking 

entered into by an investment bank or broker 
and a commercial bank with the object of 
raising funds for purchasing or underwriting 
securities. It differs from underwriting, 
however, in that it involves less capital and 
is far more common. Suppose that an in- 
vestment bank or broker has learned that it 
can purchase or underwrite an issue of bonds 
under favorable conditions and with unusual 
opportunities to sell them at a profit. Since 

the transaction involves more capital than 
the investment bank can raise, it extends an 
invitation to a friendly banking connection 
to enter into a joint account with it to pur- 
chase the bonds for resale, the bank to fur- 
nish all or part of the necessary capital. 
Before the bank consummates such an 
arrangement, it satisfies itself of the sound- 

ness of the venture and its likelihood of suc- 
cessful culmination. 

If the invitation to enter into a joint ac- 

count is acceptable to the co-operating bank, 
arrangements may be made as follows: the 
bank may advance all or a part of the funds, 
and if the latter, the investment bank con- 
tributes the remainder. It devolves upon the 

investment bank to dispose of the issue, but 

the bank may, by agreement, participate in 
making sales if it is to the advantage of the 
joint account, for which a selling commission 
is usually provided. Sales must be completed 
by the investment bank within a specified 
time. If any bonds remain unsold at the ex- 

piration of that period, the time may be ex- 
tended by agreement, or the account closed 
out. In the latter case, the contracting 

parties divide between them the unsold bal- 
ance on the basis of their respective partici- 

pations. Profits and losses are divided 
according to agreement. Interest may be 
charged the investment bank for funds ad- 
vanced by the lending bank either at a flat 
rate or at the coupon rate of the bonds car- 
ried. In case the funds are furnished en- 
tirely by the bank, the bonds are held by it 

as security for the advance. Bonds may be 
withdrawn by the investment bank against 
sales, the proceeds being returned to the 
bank. If the investment bank has advanced 
a part of the funds it keeps a part of the 
bonds in its possession. 

Profits of the joint account may be carried 
on the books of either party. If on the 
books of the bank, bonds are delivered at 
their selling price to the investment bank 
when the latter makes sales, but only upon 
actual payment. If profits are carried on the 
books of the investment bank bonds are de- 
livered to it when sales are made, but at the 
purchase or clearance price. 

Joint and Severai Note 
See Jointly and Severally. 

Joint Bonds 
Bonds, whether of the mortgage, collateral 

trust, or debenture variety, which are the 
joint obligations of two or more issuing 
debtor organizations. The Great Northern- 
Northern Pacific joint collateral trust 6%s 
are an example of this class of bonds: This 
issue is secured by stock of the Chicago, 
Burlington and Quincy Railroad owned 
jointly by the obligor railroads. The issue is 
therefore secured by a specific pledge of col- 
lateral, and by the credit of the two rail- 
road companies. 

Joint Deposits 
Deposits made in the names of two per- 

sons connected by the word “and,” being 
their joint property subject to check by 
either of them and belonging to the survivor 
on the death of the other. Joint deposits 
like alternate deposits may be created as a 

329 



330 

result of a gift, trust, or joint tenancy. The 
purpose of such deposits is for convenience 

in withdrawing funds or to make a gift of 
the property to the survivor after the death 
of the other, thereby avoiding administrator- 

ship. (See Alternate Deposits.) 

Joint Indorsement 
An indorsement made by two or more 

payees or indorsees. Where an instrument is 

made payable to the order of two or more 

payees or indorsees who are not partners, all 

must endorse unless the one endorsing has 
authority to indorse for the others. (See 

Indorsement. ) 

Jointly and Severally 
When a note, mortgage, or bond is signed 

by several makers, who “jointly and severally 
promise to pay”, each maker is individually 

liable for the full amount. This differs from 

the liability of each separate maker when the 
wording is “we jointly promise to pay”. In 
this case the makers are liable as a whole 

and not individually. 

Joint Mortgage 
A mortgage signed by two or more mort- 

gagors, being the joint obligation of the 

signing parties. (See Mortgage.) 

Joint Note 
A note which is signed by two or more 

makers, thus: “We promise to pay”, the 
words “jointly and severally” being omitted. 
(See Jointly and Severally.) 

In case a joint note is not met at maturity, 

the holder in order to recover, must sue all 

the makers jointly. A note of a partnership, 
e. g.. Brown & Smith, is a joint note, in the 
same manner as a note signed by two or 

more individuals. 

Joint-Stock Banks 
The name given to the incorporated com- 

mercial banks of England as distinguished 

from the Bank of England and the private 

banks, banking partnerships, foreign banks, 
etc. There are about twenty of these banks 
in England and Wales, each having a large 
number of branches. The oldest joint banks 

were founded in the decade 1830—1840, and 
have tended to absorb the small institutions. 
These banks maintain reserves with the 
Bank of England (q. v.). 

The table on the next page presents 
relevant statistical data concerning the joint 
stock and private banks of Great Britain. 
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Joint Stock Company 

A form of business organization which 
stands intermediary between a partnership 
and corporation, and much more common in 
England than in the United States. It is a 

voluntary association of individuals without 
a charter from the state but having a capital 

divided into transferable shares, the owner- 
ship of which is a condition of membership. 
Its management is vested in a board of man- 
agers or directors who may bind the com- 
pany in so far as they act within the scope of 
their authority. Like a partnership, the joint 
stock company has no legal personality, but 
grows out of a purely contractual relation. 

It is not entitled to limited liability. Share- 
holders may not bind the company unless 
elected or appointed as agents. 

Joint-Stock Land Bank Bonds 
Bonds which are direct obligations of the 

various Jomt-Stock Land Banks (q. v.) or- 
ganized under the Federal Farm Loan Act. 
They are secured either by first mortgages on 
farm land limited to 50 per cent. of the 
value of the land and 20 per cent. of the 
value of the permanent insured improvements 
(as in the case of Federal Farm Loan 

bonds), or by United States Government 
obligations, deposited with the Federal Farm 
Loan Registrar. They are further secured 
by the resources of the joint stock land bank 
of issue and by double liability of the share- 
holders. Bonds cannot be issued in excess of 
fifteen times the amount of the capital and 

surplus of the obligor bank. 
The Federal Farm Loan Act declares that 

these bonds are instrumentalities of the 
United States Government, and are free 
from all Federal, State, municipal, and 
local taxation, excepting only inheritance 
taxes. This declaration has been upheld by 
a decision of the Supreme Court of the 
United States given February 28, 1921. They 
are a legal investment for all fiduciary and 
trust funds under the jurisdiction of the 
federal gdvernment, and are acceptable as 

security for postal savings and other Goy- 
ernment deposits. 

The formal details of joint stock land bank 

bonds are similar to those of Federal Farm 
Loan bonds, and the Act requires that they 

shall be so engraved as to be readily dis- 
tinguished in form and color from the latter. 
The issues now outstanding are 30 year 
bonds, redeemable ten years after issue. 
Issued in coupon form, they are fully regis- 
terable and interchangeable. Denominations 
are $1,000. The maximum interest rate is 5 
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Jornt StocK BANKS OF ENGLAND AND WALES 

(Excluding Bank of England) 

1890 1900 1910 1920 

Number of banks..............00 104 77 45 20 
Capital and reserve............... £67,826,000 £78,847,000 £80,946,000 £128,154,000 
Sieh ba Mee See tele away ane 368,663,000 586,726,000 720,687,000 1,961,527,000 
Discounts and advances........ 269,507,000 395,313,000 467,880,000 1,263,091,000 
SEAVER L LTESOUT CCS sieissarisevesviesess 464,075,000 698,762,000 862,134,000 2,200,317,000 

Joint Stock BANKS OF SCOTLAND 

Number of banks................. 10 10 9 8 
Capital and reserves............... £14,755,000 £16,217,000 £17,559,000  £17,911,000 
at ke pe Nata eae Ot a 91,610,000 107,154,000 106,652,000 279,228,000 
Discounts and advance......... 60,103,000 70,395,000 70,661,000 153,122,000 
piwades b SMeROTNES aids cecssesviejs« 117,874,000 137,498,000 137,850,000 339,166,500 

Joint StocK BANKS OF IRELAND 

rmber Gf. Panks:cc.scc.ce 9 9 9 9 
Capital and reserves.............. £10,374,000 £10,894,000 £11,475,000 £12,899,000 
DET RGSIES Br Goss cnn. Moussa sok 38,521,000 49,449,000 62,508,000 200,441,000 
Discounts and advances........ 28,791,000 37,464,000 44,127,000 109,623,000 
BEA ESET VES ban. .nc.cceeccemeneves 56,132,000 67,988,000 82,150,000 240,391,000 

: PRIVATE BANKS OF ENGLAND AND WALES 

Rramber, Of: Danks. .....:4:-s00.- 38 19 9 5 
Capital and reserves............... £11,834,000  £6,192800  £3,535,100 £3,123,100 
LET, Sg Rs Aa RE BT 70,372,000 40,420,000 26,808,000 50,864,600 
Discounts and advances........ 36,320,000 20,919,600 15,912,700 35,501,400 
pie eTCROULCES S..scsccceoscrsssteoes 85,483,000 48,029,200 31,497,700 55,012,400 

CoLONIAL BANKS WITH OFFICES IN LONDON | 
African 
Mamnber, OF (Danks...34,.<h.s6.<3 2 5 9 6 
Capital and reserve............... £2,005,800  £4,684,000  £8,239,700  £17,975,700 
BTM ISI ES a eer 8. oahu cetcape tol sus ss tacriess 10,408,600 24,424,900 43,628,800 151,698,100 
Discounts and advances... 10,920,700 18,559,700 30,509,200 126,626,600 
BM MEST COS vc scchsceseckerseie es 16,672,400 35,306,300 61,144,200 211,874,700 

Australasian 
Peper OL DAN KSiolcee.leecccess 19 16 17 15 
Capital and reserves.............. £24,424,100 £30,307,100 £33,612,300  £53,991,400 
Leto eR Spe ei 138,065,900 107,408,600 152,885,400 273,364,800 
Discounts and advance......... 145,535,900 102,820,200 132,956,900 251,737,300 
SESE ROP ROUT CES aedlsstcsvscessccntes 184,931,200 157,299,500 212,615,200 381,546,300 

Canadian 
Number of banks.................. 4 4 5 8 
Capital and reserves............... £6,907,100  £6,679,100 £13,122,300  £39,248,600 
EEN es goss aaitoc che sons oncnsnceer 9,182,400 17,584,600 83,600,500 377,965,500 
Discounts and advances........ 17,123,600 23,488,000 54,269,400 238,425,300 
SESISTOSOUTCES ohcccensacsevesekeseas 22,200,300 30,544,200 107,995,700 477,958,900 

Indian 
Number of banks................. 5 5 5 4 
‘Capital and reserves.............. £4,347,200  £3,186,800  £6,100,000 £14,171,500 
DEE ORR Es eras 17,964,400 18,084,800 34,547,000 118,352,600 
Discounts and advances......... 27,541,300 22,147,300 32,101,200 108,740,200 
BRERA TOROUT CES cs civceuncespdaneete 36,003,400 30,207,600 47,339,600 159,492,400 

ForEIGN JoInt StocK BANKS WITH LONDON OFFICES 

Number of banksg................. 18 28 35 33 
Capital and reserves.............. £25,323,700 £73,164,100 £160,783,200 £224,581,100 
BOPIICTR IED SSS ae easeecc nerc cece 63,009,500 192,193,500 639,811,100 1,847,930,600 
Discounts and advances......... 97,174,800 270,218,400 774,235,800 1,701,199,000 

WOTAL -TESOUPCES \ie.c.cece.veckececs 128,099,900 347,649,300 993,706,600 — .urr..eececccsseeees 

33] 

1921 

20 
£129,131,000 
1,974,898,000 
1,280,171,000 
2,185,438,000 

8 
£18,521,000 
291,060,000 
150,850,000 
344,974,000 

9 
£13,154,000 
212,860,000 
119,275,000 
246,881,000 

5 
£3,186,700 
48,306,800 
36,214,400 
52,464,000 

6 
£17,620,100 
128,533,000 
99,519,400 

180,687,900 

14 
£58,731,900 
278,162,300 
247,031,600 
384,576,000 

7 
£37,564,400 
344,088,300 
209,336,800 
426,239,300 

4 

£14,565,800 
95,873,000 

82,457,500 

130,327,500 

31 
£227 604,600 
1,818,690,200 
1,560,542,600 
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per cent., interest being payable semi-annu- 
ally. (See Federal Farm Loan Bonds.) 

Joint-Stock Land Banks 
Corporations which the Federal Farm 

Loan Act permits any number of natural 

persons not less than ten to organize for the 

purpose of lending on farm mortgage se- 
curity and issuing Joint Stock Land Bank 

Bonds (q. v.). These banks are entirely dis- 
tinct from the twelve Federal land banks 
and the national farm loan associations of 

borrowers, although they are organized for 
the same purpose. Joint stock land banks 

are chartered and supervised by the Federal 
Farm Loan Board with a capital of not less 
than $250,000, none of which is furnished by 
the Government, as in the case of the Fed- 

eral Land banks. 
Like the loans of the Federal land banks, 

joint stock land banks may make loans se- 
cured only by first mortgages, which must 

contain an agreement providing for the re- 
payment of the loan on the amortization 
plan, and which are not in excess of 50 per 
cent. of the value of the mortgaged land, or 
20 per cent. of the permanent, insured im- 

provements. (See Amortization Loans.) 
Loans must be made on farm lands within 
the state in which the joint stock land bank 
has its principal office, or within some one 
state contiguous to such state. There are 

some restrictions imposed upon Federal 
rand banks from which joint stock land 
banks are free, e. g., they may lend more 

than $10,000 to one person, and are not re- 

stricted to loans for the same purposes. 

Joint stock land banks may not charge a 
rate of interest on farm loans to exceed by 
more than one per cent. the rate of interest 
established for the last series of bonds 
issued by them, and in no case more than 6 

per cent. (See Federal Farm Loan Act, 
Federal Farm Loan System.) 

Journal 
In bookkeeping, a book of original entry; 

a record in which transactions are entered 
chronologically, 7. ¢., in the order in which 
they occur, and from which they are posted 
to a ledger. Original entry records are also 
sometimes known as registers and blotters. 
Frequently, moreover, the original entry 
record is not made in a book but on various 
forms of posting mediums, e. g., deposit slip, 
debit and credit tickets. 

Judgment 
A pecuniary award ordered by a court as 

the result of a law suit. A judgment con- 
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stitutes a liability of the Judgment Debtor 
(q. v.), and should accordingly appear upon 
his books. Likewise the award from the 
viewpoint of the judgment creditor is an 

asset, or contingent asset, since although 
awarded may be uncollectible. 

Judgment Bonds 

Municipal bonds issued to satisfy a mu- 
nicipal debt which has been contested in a 
lawsuit but validaied. and an award made, by 

decision of a court. Such bonds are in pop- 
ular disfavor but since the court can enforce 
payment are safe investments provided the 
obligor has ability to pay, and the judgment 
has been obtained in the absence of fraud. 

Judgment Creditor 
A creditor whose claim has been validated 

in a court of law and has been reduced to a 

judgment against the debtor. 

Judgment Debt 
A debt which has been contested in a law- 

suit, and found to be due; a debt validated 
and against which an award has been made 
by a court. 

Judgment Debtor 
A debtor against whom a creditor has se- 

cured a judgment, which has been placed on 
record. (See Judgment Debt.) 

Judgment Note 
An ordinary promissory note given by a 

debtor to a creditor to avoid legal action by 
the latter. It is an acknowledgment of a 
debt due the creditor and usually contains a 
power of attorney permitting the creditor to 

appear in court and confess judgment for the 
debtor. 

Junior Bonds 
Bonds which are preceded by another issue 

or issues in their claim against the property 
pledged as security therefor. In the case of 

foreclosure they constitute a claim against 
the property pledged as security only after 
all prior claims have been satisfied. Junior 
bonds may be any kind of bonds except first 
mortgage bonds, e. g., second mortgage 

bonds, general mortgage bonds, debenture 
bonds. They are the opposite of Senior 
Bonds (q. v.). 

Junior Issue 
Junior Bonds (q. v.); or junior stock 

‘which usually refers to common stock as 

distinguished from preferred stock. 
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Junior Lien 

See Junior Bonds, Junior Issue, Junior 
Mortgage, Lien. 

Junior Mortgage 

An overlying mortgage ; a mortgage which 
is preceded by another or others in its claim 

Kern Amendment 
See Clayton Act. 

Killing 

An expression used among stock or pro- 
duce exchange speculators to denote an un- 
usually large and unexpected trading profit. 

Kiting Checks 
A term used in banking to denote a method 

sometimes used by depositors to make use of 
fictitious balances by drawing against uncol- 
lected funds. Depositors are not entitled to 
draw against uncollected funds, but banks 
are not always careful in guarding against 
paying against funds deposited but not col- 
lected. Where this is true, it is possible for 
two persons living in different localities to 
exchange checks with one another and by 
depositing them with their respective banks, 
to have use of the funds until the day of 
collection, when funds may be deposited to 
make good the amount. 

Kiting may also be practiced by a single 
individual having two bank accounts. By 
depositing a check drawn on bank “A” to 
the credit of his account in bank “B”, and 
depositing a check drawn on bank “B” to 
the credit of his account in bank “A”, a 

~~ , we . we 

against the mortgaged property, and which in 
case of foreclosure, would not be satisfied 
until all prior mortgages have been satisfied. 
A junior mortgage constitutes a junior lien 
upon the mortgaged property and is any 

mortgage other than the first, e. g., second, 
third, general, etc. (See Junior Bonds, 
Mortgage. ) 

person may draw against the fictitious bal- 
ances thus credited, expecting to “cover” be- 
fore the checks are presented. 

In the long run, banks are able to detect 
individuals who make a practice of kiting. 
This practice injures the depositor’s credit 
standing and may result in his losing his 
account. 

Kiting Stocks 

A stock market expression used to denote 
the forcing of stock prices to unwarranted 
high levels inflating or ballooning the prices 
of stocks. 

Kopeck 
See Foreign Moneys—Russia. 

Kran 

See Foreign Moneys—Persia. 

Krone 

See Foreign Moneys—Austria and Hun- 
gary. 

Kroner 

See Foreign Moneys—Norway, 
and Denmark. 

Sweden 



Labor Banks 
A name given to banks which have been 

organized, and the stock owned, by labor 
unions and their members. About thirteen 
such banks are now in operation, and as many 
more are in contemplation. Except for the 
fact that they are operated under the 
auspices of labor unions primarily (although 
dealings are in no sense restricted to union 

members), they differ in no essential respects 
from other banks. The pioneer and most 
successful of these banks is the Locomotive 
Brotherhood Bank in Cleveland, Ohio. Of 
the total stock of this bank, 51 per cent. is 
owned by the Locomotive Brotherhood as an 
organization, the remainder being held by 
members of the brotherhood individually. 
Stockholders are to receive no more than 10 
per cent. in dividends, and any surplus that 
may accrue is to be distributed to depositors 
in an increased interest rate. 

Lac (or Lakh) 
See Foreign Moneys—lIndia. 

Lamb 

An expression which signifies an inex- 
perienced speculator who “plays the market”, 
7. €., speculates blindly. Such a person is 
called a lamb because he follows the herd, 

buying or selling because others do so, and, 

therefore, likely to be easy “prey” for the 
skilled operators. His transactions are not 

based on a knowledge of fundamental condi- 
tions, or of intrinsic values, equities, or earn- 
ing power, but upon “tips” or hazy impres- 
sions. He trusts largely on chance, betting 

on the rise and fall of quotations. Whenever 
a lamb makes a profit it is more accidental 
than otherwise. Ultimately he is bound to 
lose, or to be “fleeced” by the more expe- 
rienced and better informed speculators. 
(See Fleece, Gamble.) 

Lame Duck 

An expression to denote a person who has 
become financially embarassed—especially 
used with reference to speculators. 

Land Banks 

This term refers to three types of institu- 
tions : 
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(1) Several experiments in so-called land 
banking were made in American colonial 

history. The earliest, established in 1681, 
was known as “The Fund at Boston in New 
England.” In 1714 a more elaborate land 
bank was established, known as “A Projection 
for Erecting a Bank of Credit in Boston, 
New England, founded on Land Security.” 
Following these two projects were the New 
London Bank in 1732, and the Land Bank of 
1740. Each of these banks was founded on 
the principle that land could be made the 
basis of credit and currency, being the ulti- 
mate security and redemption value therefor. 
It was believed that paper currency could be 
collateraled by landed security, and that cur- 
rent redemption would be unnecessary. As 
a corollary of this belief, no capital was re- 
quired in starting operations, but merely con- 
fidence. All the land bank experiments 
failed. It was not fully understood in this 
early period that credit or paper currency 
must be backed by actual specie, and that it 
must be redeemed in specie and not merely 
be a promise to pay based upon land as se- 
curity. | 

(2) Some of the states have organized 
what are known as land banks for the pur- 

pose of assisting building and loan associa- 
tions in raising capital to finance the building 
of homes. The Land Bank of the State of 
New York, for instance, is a non-stock co- 
operative corporation, the membership of 
which is composed of “savings and loan asso- 
ciations”, “for the purpose of issuing and re- 
deeming debenture bonds secured by first 
mortgages pledged by its members, and for 
otherwise promoting their interests.” 

(3) Banks instituted to finance the pur- 
chase of farm lands and equipment, or to pay 
off existing debt. (See Federal Farm Loan 
Banks, Federal Land Banks, Federal Farm 

Loan System, Joint Stock Land Banks, Na- 
tional Farm Loan Associations. ) 

Land Bonds 

See Federal Farm Loan Bonds, . Joint 
Stock Land Bank Bonds, Mortgage Certifi- 

cates, Mortgage Loans, Real Estate Bonds. 

Land Grant Bonds 

A type of railroad bonds secured by tracts 
of land granted to certain railroads (espe- 
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cially the Canadian Pacific, Union Pacific, 
Northern Pacific, and [Illinois Central), by 
the Federal Government, and retired through 
a sinking fund created by the sale of such 
lands to homesteaders. Only a few issues of 

these bonds are still outstanding. 

Lapse 
A term used in connection with insurance. 

An insurance policy is said to lapse when the 
policyholder fails to pay the premium when 
due or within the period of grace which is 
usually one month. Reinstatement of a 
lapsed policy is provided for by most com- 

‘panies upon the payment of a small sum, al- 
though in some cases, re-examination is re- 

quired. Under most policies the holder is en- 
titled to a “paid up” or “extended” insurance 
policy in case of lapse. 

LaSalle Street 

The street in Chicago where most of the 
financial institutions are located; hence, by 
extension, a popular name for the Chicago 

financial district, as Wall Street is for New 
York, State Street is for Boston, and Lom- 
bard Street for London. LaSalle Street is 
another name for financial Chicago. 

Latin Monetary Union 
See Latin Union. 

Latin Union 

A union formed in December, 1865, consist- 
ing of France, Belgium, Italy and Switzer- 
land, which adopted a common decimal 
coinage system based upon the French franc 
equivalent to $0.193 in United States money, 
as the unit of value. Greece joined the 
Union in 1868. These five nations have 
agreed to accept without distinction, and to 
use as interchangeable, gold pieces not re- 
duced in weight by natural abrasion more 
than % per cent. Five franc silver pieces 
conforming to certain conditions are also 
acceptable without distinction and are inter- 
changeable. While the unit of value is the 
same in each country, it is known by dif- 
ferent names; franc in France, Belgium and 
Switzerland, lira in Italy, and drachma in 
Greece. Other countries which have adopted 
the system without joining the Union are 
Spain (peseta), Finland (finmark or mark- 
ka), Roumania (lei), Bulgaria (lev), Serbia 
(dinar), and Venezuela (bolivar). 

Since the war which brought violent dis- 
locations to some of these currencies, certain 
of the features of the Latin Union above 
mentioned, have undergone modification. 

BIBLIOGRAPHY. 

H. P. Wituis: A History of the Latin 
Monetary Union, 1901. 

Lawful Money 
As defined in the opinions of the Attorney 

General of the United States, “The term 
Lawful Money is understood to apply to 
every form of money which is endowed by 
law with legal tender quality.” Before the 
Federal Reserve Act, National banks were 

required to keep their reserves in “gold or 

lawful money.” Lawful money was held to 
consist of gold coin, silver dollars and United 

States legal tender notes. Since the Federal 

Reserve Act, the composition of the reserves 
of National banks is not defined, the Act re- 
quiring merely that certain balances be kept 
in the Federal Reserve bank. The term still 
retains its meaning, however, in defining the 
composition of the reserves of the Federal 
Reserve banks, the Act stating that reserves 
against deposits must be in gold or lawful 

money. Since gold certificates have been 
made legal tender (December 24, 1919), 
gold coins, gold certificates, silver dollars, 
and United States notes are now lawful 
money. By process of elimination it would 
seem that silver certificates, Federal Reserve 
notes, Federal Reserve bank notes, National 
bank notes and fractional currency are not 
lawful money. Yet silver certificates are 
specifically made lawful money for reserve 
purposes. (See page 8, “Monetary System 
of the Principal Countries of the World’— 
U. S. Mint Bureau, 1917.) The purpose of 
designating lawful money at present is two- 
fold: (1) to define the composition of the 
reserves which Federal Reserve banks are 
required to maintain against deposits of 
member banks; (2) to define the money 
in which Federal Reserve notes are redeem- 
able. (See Legal Tender.) 

Lease 
A contract granting or letting the pos- 

session of lands, buildings, tenements, offices, 
machinery, or other chattels for a specified 
fixed or indeterminate period, for a stated 
consideration, usually a periodical payment 
known as rent, or, in the case of land, as 
ground rent. After the expiration of a lease, 
the property reverts to the original owner. 
Lease contracts are usually in writing 
and in most states are required to be in writ- 
ing, if for more than one year’s duration. 
The contract usually sets up the relationship 

of landlord and tenant or owner and renter. 
Business properties, especially railroads, are 
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frequently leased as a method of securing 
control over subsidiary lines, or to effect a 
combination; thus the Boston and Albany 
Railroad is leased to the New York Central 
Railroad for ninety-eight years. Railroad 
equipment is also, to a very large extent, 

leased by railroad companies from equipment 
companies, the transaction being financed by 
equipment bonds which are paid off by rental 
payments. 

The term lease is applied both to the prop- 
erty which is leased and the contract grant- 
ing possession of the leased property. The 

person granting the lease is the lessor and 
the person taking the lease (possession of the 

property) is the lessee. 

Leasehold 
The property conferred by the terms of a 

lease to the lessee; the property denominated 
in the instrument, as distinguished from the 
instrument itself. A leasehold is also known 
as a tenancy. (See Lease.) 

Legacy 
A gift of money or other personal prop- 

erty made by the will of a Testator (q. v.). 
Legacies are of three kinds, specific, demon- 

strative, and general. A specific legacy is 
a gift of some specific article or particular 

part of the estate, which can be identified and 
distinguished from all others of the same 
nature, and is to be satisfied only by the de- 
livery of such specific gift, e. g., painting, 

ring, etc. A demonstrative legacy is a gift 
of a stated sum of money or of securities, 
payable out of a particular fund or security, 
e. g., a gift of $5,000 payable out of the pro- 
ceeds of a certain described bond. It differs 
from a specific legacy because if the fund out 
of which the legacy is to be paid fails, re- 
course may be had to the general assets of 
the estate. A general legacy is a gift payable 
out of the general assets of the estate with- 

out reference to any particular fund or prop- 
erty. It does not call for the delivery of any 
particular piece of property and money gifts 
are usually construed to be general legacies. 
That portion of the estate remaining after 
the specific, demonstrative, and general leg- 

acies have been paid is known as the resid- 

uary estate. 

The recipient of a legacy is known as a 
legatee, but a legacy may be void if the lega- 
tee dies before the testator, depending upon 

the wording of the will. In many cases this 
instrument leaves no doubt that the deceased 
legatee’s gift is to pass on to his estate. 

Unless there is provision in the will to the 
contrary, if the assets of the estate are in- 

sufficient to pay all the debts there must be an 
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abatement of the legacies. The deficiency will 
fall first upon the residuary estate and when 
this is exhausted the burden of the deficiency 
will rest pro rata on the general legacies. 
Specific legacies do not abate until the resid- 
uary estate and the amount equal to the sum 
of the general legacies has been exhaused. 

General legacies abate prior to demonstrative 
legacies, except when the fund out of which 
the demonstrative legacy is to be paid is in- 
sufficient, in which case the demonstrative 
legacy abates with the general legacies. In 
case, however, this fund is sufficient for the 

payment of the demonstrative legacy, the 
latter abates with the specific legacies. (See 
Will.) 

Legal Bonds 
A general term to denote bonds which are 

legal for investment by (1) savings banks; 
(2) insurance companies; (3) trust funds, 
or (4) to secure Government or other de- 
posits. The term is indefinite because rela- 
tive, since bonds may be legal for one pur- 

pose, but not for another, for investment by 
savings banks, but not for trust funds, or as 
collateral to secure state deposits, but not for 
federal government deposits. A bond, more- 
over, may be a legal investment for savings 
banks in one state but not in another. (See 
Legal Investments for Savings Banks, Legal 
Investments for Trust Funds, Legality of 
Securities. ) 

Legal Holidays 
Days declared by state or territorial legis- 

lation to have the same status as Sunday as 
regards business transactions. Banks and 

public offices are closed, and under the Nego- 
tiable Instruments Law, every negotiable in- 
strument maturing on a Sunday or a holiday 
is payable on the next succeeding business 
day. 
Whenever a legal holiday falls on Sunday, 

the following day is observed, except in 
Louisiana where the same day is observed, 
and in Washington where the preceding day 
is observed. Sunday, New Year’s Day, 
Washington’s Birthday, July 4th, and Christ- 
mas, are legal holidays in every state and 
territory, but not necessarily the other hol- 

idays. 
Although the Negotiable Instruments Law 

states that notes falling due on a holiday are 
payable the next succeeding business day, a 
few states have modified this provision, so 
that they are payable or presentable oh the 
preceding day; it is therefore necessary to 
ascertain the law in each state. (See Bank 
Holidays. ) 
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Legal Investments for Savings Banks 

In many states savings banks are restricted 
in the investment of deposits to certain types 

of securities. The chief reason for supervis- 

ing savings bank investments is to remove the 

personal element, to enforce conservation and 

make savings banks as “fool-proof” as pos- 

sible. Theoretically, all savings banks within 

a given state are equally safe for the de- 

positor who is presumed by law to be unable 

completely to select his own bank on the 

basis of its published statements, personnel 

and policy. The laws of the various states, 
however, differ widely in the class of invest- 
ments permitted for savings banks. 

In general, legal savings bank investments 

may be classified in the following groups: 
(1) Government bonds; (2) state bonds 
(usually prohibiting those in which a default 
has occurred within a certain time); (3) 
mortgage loans; (4) city, country, town and 

school district bonds (specially of the state 
in which the bank is located and often in 
other states with certain restrictions as to 
debt limit); (5) railroad bonds (sometimes 
with the restriction that the stock of such 
railroad bear dividends, e. g., at a 4 per cent. 
rate) ; (6) street railway bonds; (7) indus- 
trial bonds; (8) stocks; (9) miscellaneous 
investments, including loans secured by such 
collateral as is eligible for investment, and 
banker’s acceptances. 

Mortgage loans are made legal investments 
in all states, as well as investments in Gov- 
ernment, state and municipal bonds, and 
loans with these securities as collateral. 
Railroad bonds are eligible for investment in 
most states. Bank stock is a common in- 
vestment in New England. Personal loans 
are quite general throughout the states, while 
in the South and West, commercial paper is 
frequently the principal asset. 

In all states savings bank laws have been 
framed so as to particularly benefit the local- 
ity which the bank serves, e. g., the bonds of 
the state and of the cities, towns and counties 
thereof, are eligible for investment when fre- 
quently those of neighboring states are not, 
or else the qualifications are made more rigid. 

The Superintendent of Banks of the State 
of New York is required by law to publish 
the list of investments legal for savings 
banks, annually. As a preface to the last 
circular, the Superintendent said in part: 
“The provisions with reference to municipal 
and railroad bonds are in some cases quite 

complicated and the legality of the invest- 
ments of course depends entirely upon the 
conditions of the corporation or municipality 

337 

issuing the bonds under consideration, which 
may vary so greatly from time to time that a 

bond which was a legal investment on a fixed 
date, may not be a legal investment on the 
following day. No one can state positively 
that a particualr bond is a legal investment 
on a certain date unless he has exact knowl- 
edge of the facts on the day with reference 
to which the statement is made. It is obvi- 
ously improper for the trustees of the sav- 
ings bank to rely solely upon this list, which 
is issued only for their protection and not 
with the intent that they shall place their 
sole reliance upon it.” 

Securities considered legal investments for 
New York savings banks, July 1, 1921, were 
as follows: (1) all interest-bearing obliga- 
tions of the United States, or those for 
which the faith of the United States is 
pledged to provide payment for interest and 

principal, including bonds of the District of 
Columbia; (2) all interest-bearing obliga- 

tions of New York State; (3) all interest- 
bearing obligations of all the states except 
Virginia and Iowa, but including Arizona, 

New Mexico and Hawaii; (4) all interest- 
bearing obligations or revenue notes sold at 

a discount of any city, county, town, village, 
school district or poor district in New York 
State issued pursuant to law, provided the 
full faith and credit of the municipality or 
district that issue them is pledged for their 
payment; (5) stocks and bonds of a selected 

list of cities, counties, villages and towns in 

adjoining states, including Connecticut, 

Massachusetts, New Jersey, Pennsylvania, 
Rhode Island and Vermont; (6) stocks and 
bonds of other selected cities; (7) selected 
railroad bonds. 
New York savings banks are also per- 

mitted to invest in bonds secured by real 
estate mortgages (provided the loan does not 
exceed 60 per cent. of the appraised value of 
improved, or 40 per cent. of unimproved, 
property), and in bankers’ acceptances. 

Legal Investments for Trust Funds 
The laws of the different states vary 

widely in investments permitted for trust 
funds. Fiduciaries, especially trustees, must 
observe the law, except where the testator by 
will gives the trustee absolute discretion in 
the investment of the funds of the estate. 
The investments to which the fiduciaries are 
restricted are standards which provide valu- 
able guides to other investors, and reference 
is frequently made in bond circulars to the 
fact that an investment is legal for trust 
funds in certain states where the law is 
known to be strict. 
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New Hampshire probably has the most 
stringent laws of any of the states, and ex- 
cept where otherwise authorized by the trust 
instrument, investments are confined to: (1) 
notes secured by mortgages on real estate at 
least double the value of the face of such 
notes; (2) deposits in savings banks of New 
Hampshire; (3) bonds or loans of the State 
of New Hampshire, or of counties, towns or 
cities in that state; and (4) bonds of the 
United States. 

In New York the restrictions are almost 
identical to those of New Hampshire, invest- 
ments being restricted to United States 
bonds, New York state bonds, bonds of cities 
and towns in New York state, and mortgages 

on unencumbered improved real estate within 

the state, not exceeding two-thirds the value 
thereof. Vermont may be taken as an ex- 

ample of a less “strict” state, the trustee be- 
ing required only to use good faith, diligence 

and care in the investment of any trust funds 
that may come into his possession. 

National banks having trust departments 
may invest trust funds in Federal Land bank, 
and joint-stock land bank bonds. 

Legality of Securities 
In civil issues (except Federal Government 

bonds), legality depends upon the following 
conditions : 

1. Authority of issue. State and munic- 
ipal bond issues must be authorized by the 
constitution or statutory law. Some issues 
require a legislative or popular vote. 

2. Purpose of issue. Municipal bond issues 
must be for a public purpose. 

3. Process of issue. Municipal bond issues 
must be sufficiently advertised; usually bid 
for.competitively ; sold at par or above; and 
not above a maximum interest rate. 

4. Conformity to tax and debt restrictions. 
Municipal bond issues must conform to any 
constitution! or statutory restrictions on the 
debt limit for the obligor municipality, and 
taxes above a certain amount cannot be levied 
for the purpose of paying the interest or 
principal. 

In corporation bond issues, authority of 
the stockholders is required in some states 
and notice of the stockholders’ meeting in 
which the proposed bond issue is to be voted 
upon must be given. Corporation bonds may 
be issued for value only, and the statutes of 

some states provide for limiting the amount 
of a corporation’s indebtedness. Charter and 
by-law provisions must be complied with, and 
mortgage provisions should be carefully 
drawn. 

Railroad bond issues (except short-term 
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notes) must be approved by the Interstate 
Commerce Commission, and public utility 
bonds must usually be approved by the Pub- 

lic Service Commission of the state in which 
the utility is located. (See Legal Bonds, 
Legal Opinion. ) 

Legal Opinion 
One of the risks which a bond buyer 

assumes concerns the legality or validity of 
the issue he contemplates purchasing. The 
legality of bonds is extremely important, be- 

cause without it there may be no legal means 
by which investors’ money may be returned. 
To avoid further difficulties, whenever a cor- 
poration bond issue is underwritten, the legal 
phases are examined by the corporation’s 

counsel or by outside attorneys, and in the 
case of municipal bonds, by the attorney for 
the underwriting bond house. Some law 
firms make a specialty of giving legal opin- 
ions upon bond issues, consequently on bond 
circulars very often appears the phrase, “We 
have the legal opinion of ” or “legality 
approved by ——’. The investor would do 
well, however, to investigate the reputation 
of the lawyers who give legal opinions inas- 
much as there is probably no bond issue so 
bad but that some lawyer would sign a 
favorable opinion to it. The legal opinion is 
related to the engineer’s report and both are 
necessary features in the successful market- 
ing of a bond issue. The first is a statement 
of legality, the second a statement of the 
technological condition of the corporation’s 
property. (See Legality of Securities.) 

Legal Rate of Interest 
The maximum rate of interest fixed by the 

laws of the various states, which a lender 
may charge a borrower for the use of money. 
In a few states where the rate of interest is 
unregulated, National banks are restricted 
to a maximum rate of 7 per cent. Where 
rates of interest are regulated, National 

banks are required to conform to the legal 
rate of the state in which they are located. 
Interest charged in excess of the legal rate 

is called usury and the laws of most states 
exact penalties of those who take Usury 

(q. v.) 
The general business law prohibits corpo- 

rations from imposing the defence of usury 
when borrowing money at rates in excess of 

the legal rate. Since corporations cannot 
plead usury, any rate of interest which they 
contract to pay is legally binding. Partner- 
ships and individuals, however, may plead 
usury. In New York State the law permits 
loans payable on demand to be made at any 
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rate of interest where the amount involved is 
not less than $5,000, and stocks, bonds, or 
other negotiable instruments are pledged as 
security. A time loan with stock exchange col- 
lateral at more than 6 per cent., however, 

would be usurious. Stock exchange brokers, 
therefore, borrowing upon stock exchange 
collateral may be charged any rate of in- 
terest for loans in amounts of $5,000 or more, 
if payable on demand. In other states the 
legal rate of interest is often evaded by the 
addition of a commission charge. 

The legal rates of interest for the various 
states are given in the following table. 

‘Rate Allowed 
, Legal Rate By Contract 

State and Territories. Per cent Per cent 

PULA SLTTAS: Fils vadeeeaseeck coacceeacane 8 8 

PRE BIS Si At. ctek hh ad won ygentie 8 12 
TUACLE ANTS NSN DSER Ae a Ree ABER 6 10 

PAT ICAYIS ASRS, Stee anaes 6 to 10 6 to 10 
ERATE ROOT IIS CUN of, cad cna chess dence ate 7, Any rate 
DEOMOTAG? incliaecriontunte eto 8 *Any rate 
RE SPTIGREICIIL Gir cu etiiets nase 6 1Z 
UIT Ey igh g aap ee meant wpa oe pad 6 6 
1) oF wa Gok ©) Faeyr ee aR a ty 6 10 
UTES hue (ape ety MLN 8 10 
EO Oak be cp 7 8 
POLL y Fe Sersoscaieciale set eecent 8 12 
PETER W tsi ito lodetiotassdedivlie eves 7 12 
RU LECNOS, oe hss coh eee cone oleg 5 7 
UALS hae i poate? Sey EARP 6 8 
“boy ET ds Splbha. PEM eae Saree 6 4 8 

TIAA Ei oA cs eesentestoaucecguses 6 10 
hah Cel go De 6 6 
CNG Fp a 5 8 
PEM ALEE g Wovcatcs.venbeontleseeiseptanie 6 Any rate 
PPE LATICL vacate sutacatectcussuetes 6 6 
Massachusetts  ........cc-csooeee 6 Any rate 
AG TT ATL Pers Sanpe svesssnnt eek res 5 (i 
ME ATISVGR ONL GE fees sas cneseekss usdoscreseht 6 10 

Bate MERRION! © .025.7edant ooh ocasteeans 6 8 
LAP ECSS Ses Se Re Ea ce 6 8 
UL ER ee Oe ee 8 12 
oy WE OSE BR So 7 10 
URE Wie class. sesh dnchdes davavess , i2 
New Hampshire ............... 6 6 
PEE TEX BCY. | cscdesniassnscrsvsroce 6 6 
BRS OS ICO sas nscantsesonascnee 6 12 
SES ti 6 +6 

NOt: CarOltina «.c.scccs.c0..s- 6 6 
DRRIETEDE LIA KITA.) ikonsevasorduscesne 6 10 

COUN ig Pte is Ene See a 6 8 

VOL Ce i an 6 10 
eg cs Wee cae GR Le ge 6 10 
PF CUTIS YL VATIIA. | c...vavcenssesvieene 6 6 
BOOS ICICO cick ei Wccshocseeseds 6 12(a) 

Pe Ce MAG FG LATIC ices comithynsscascuse 6 Any rate 
ST ee Oe Ta eae 7 8 
rds UE) ene 7 12 

TETORSER). yaidesistasics sche hewn 6 6 
Re OR Ae BEd ls widicsavkane 6 10 
MP UELE retreats! ecedacsceikatesieseyd 8 12 
POTION Gh cekaithies ange tees 6 (b) 
ATi Tags che: Getter eRe REO aap en 6 6 
DATE RNTUPLAYT 3 ay cce seca vi ach snesact 6 12 
WAESEE V TEU seca cacesheceesns 6 6 
WV ESCONSIEE sci icincsp sanbosibodeten 6 10 
WV SOI sre dears dasgteseess 8 12 

(*) Not exceeding 2 per cent per month. 
(t+) New York has legalized any rate of interest 

on call loans of $5,000 or upward, on collateral 
security. See Text. 

(a) Pawnbrokers, 4 per cent per month. 
(b)No statute. 

The legal rates of interest under varying 
conditions, and penalties for usury as imposed 
by the leading states, are given below: 
Alabama—8 per cent.; under contract & 

per cent.; the lender forfeits interest as a 
penalty for usury. 
Arizona—6 per cent.; under contract 10 

per cent.; the lender forfeits interest as a 
penalty for usury. 
Arkansas—6 per cent.; under contract (in 

writing) 10 per cent.; the lender forfeits 
both principal and interest as a penalty for 
usury. Negotiable paper tainted with usury 
is void in the hands of an innocent holder. 

California—7 per cent.; any rate under. 
contract (in writing), no provision for pen- 
alty for usury. 

Colorado—8 per cent.; any rate not ex- 
ceeding 2 per cent. a month may be agreed 
upon; no provision for penalty for usury. 

Connecticut—6 per cent.; under contract 
12 per cent.; the penalty for usury is im- 
prisonment or fine, or both, and no action 
Shall be brought to collect either principal 
or interest. 
Delaware—6 per cent.; under contract 6 

per cent.; no penalty for usury; action at 
law may be had for recovery of excess in- 
terest over 6 per cent. 

District of Columbia—6 per cent.; under 
contract 10 per cent.; the lender forfeits en- 
tire interest as penalty for usury. 

Florida—8 per cent.; under contract 10 
per cent.; the lender forfeits interest as pen- 

alty for usury. 
Georgia—7 per cent.; under contract 8 per 

cent.; the lender forfeits interest as penalty 

for usury. 
Idaho—7 per cent.; under contract 12 per 

cent.; the lender forfeits interest as penalty 
for usury. 

Illinois—5 per cent.; under contract 7 per 
cent.; the lender forfeits interest as penalty 
for usury. 

Indiana—6 per cent.; under contract (in 
writing) 8 per cent.; the lender forfeits ex- 



340 

cess interest (over 8 per cent.) as penalty 
for usury. 
Iowa—6 per cent. 

Nevada—7 per cent.; under contract (in 
writing) 12 per cent.; no provision for pen- 
alty for usury. 

New Hampshire—6 per cent.; the lender 
forfeits three times excess interest as penalty 
for usury. 
New Jersey—6 per cent.; under contract 6 

per cent.; the lender forfeits all interest as 
penalty for usury. 
New Mexico—6 per cent.; under contract 

in writing 12 per cent.; the lender forfeits 
double the interest if paid as penalty for 
usury; also it is a misdemeanor punishable 

by fine. 
New York—6 per cent.; agreement may 

be made for any rate of interest on call 
loans over $5,000 when warehouse receipts, 
bills of lading, certificates of stock, or nego- 
tiable instruments are given as collateral; the 
lender voids contract as to both principal 
and interest as penalty for usury; also it is 
a misdemeanor. 

North Carolina—6 per cent.; under con- 
tract 6 per cent.; the lender forfeits entire 
interest (double amount if paid) as penalty 
or usury. 
«North Dakota—6 per cent.; under con- 

t 10 per cent.; the lender forfeits all in- 
est (double amount if paid) as penalty 

for usury. 
Ohio—6 per cent.; under contract in writ- 

ing 8 per cent.; the lender forfeits excess in- 
terest as penalty for usury. 
Oklahoma—6 per cent.; under contract 10 

per cent.; the lender forfeits double the 
amount of interest as penalty for usury. 
Oregon—6 per cent.; under contract 10 

per cent.; the lender forfeits principal and 
interest as penalty for usury. 

Pennsylvania—6 per cent.; under contract 
6 per cent.; the lender forfeits excess in- 
terest as penalty for usury. 
Wyoming—8 per cent.; under contract in 

writing 12 per cent.; the lender forfeits in- 
terest as penalty for usury. 

Legal Reserve 
See Bank Reserve, Reserve. 

1 Tender 

ney of .a character which by law a 
debtor may require a creditor to receive in 
payment in the absence of any agreement or 
contract to the contrary. It is money legally 
tenderable in payment of debts, unless the 
contract calls for payment in some specified 
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kind of money, e. g., gold coin of the present 
standard of weight and fineness. Thus, a 
contract calling for the payment of $10,000 
may be paid in any kind of money that is 
legal tender, unless the contract expressly 

stipulates to the contrary. Gold coin, silver 
dollars, United States notes and gold certifi- 
cates are legal tender and a contract calling 
for the payment of $10,000 is payable in any 
of these currencies. Contracts calling for 
payment in gold or silver dollars, or any 

other kind of money, must be paid in the 
kind of money specified, regardless of what 
may be legal tender. There are variations 
in the legal tender qualities of the different 
kinds of United States money. Fractional 
currency, for instance, has limited legal ten- 
der qualities. To compare the legal tender 

qualities of the various kinds of United 
States money, see that subject. (See Token 
Money.) 

Legal Tender Bonds 
Same as Currency Bonds (q. v.). 

Legal Tender Notes 
See United States Notes. 

Legal Tenders 
See United States Notes. 

Legatee 
See Legacy. 

Lei 
The plural of Lew (q. v.) 

Lending Stocks 
See Borrowed Stocks, Short Sale. 

Lepta 
The plural of Lepton (q. v.). 

Lepton 
A Greek coin. 

table 2.) 
(See Foreign Moneys, 

Lessee 

See Lease. 

Lessor 

See Lease. 

Letter of Advice 
This term has two applications: 
(1) A general term used in banking prac- 

tice which refers to a letter of instructions 
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written by one bank to a customer (bank, 
firm, or individual) concerning some trans- 
action mutually affecting them, e. g., a let- 
ter requesting a correspondent bank to honor 
the checks of the former’s customer, enclos- 
ing therein the customer’s specimen signature, 
or letter to a foreign correspondent notifying 

it that a bill (fully described) has been 
drawn against it. 

(2) A special class of remittance, whereby 
funds deposited by a first party are trans- 
ferred (credited) to a second party for the 
use of a third. To illustrate the situation out 
of which a letter of advice might arise, 
suppose A. B. Company, brokers in New 
York City, have a branch office in Boston 
which keeps an account with the “Q” Bank 
of Boston, the latter being a correspondent 
of the “R” Bank of New York. The A. B. 
Company, however, does not have an account 
with the “R” Bank of New York. The most 
rapid, convenient, and economical method for 
the A. B. Company of New York to remit 
funds to its branch office in Boston is to de- 
posit in cash, or by certified check, with the 
“R” Bank in New York the amount it wishes 
to make available with its branch office in 
Boston. 
Two copies of letters of advice are made; 

the first entitled, “Letter of Advice” is ad- 
dressed to the “Q” Bank in Boston, in which 
the A. B. Company, Boston Branch, has an 
account. This states, “We credit your 
account for §.....:0cccccc which has been re- 
ceived from A. B. Company, New York, for 
the use of A. B. Company, Boston Branch.” 
The second copy is a receipt containing the 
same information as the original, and is de- 
livered to the A. B. Company, New York, 
the remitter. The funds may be made avail- 
able the same day by a telegraphic advice, 
the letter of advice being forwarded by mail 
as a confirmation. 

Letter of Allotment 

See Allotment Notice. 

Letter of Credit 

See Letters of Credit. 

Letter of Hypothecation 
See Hypothecation Certificate. 

Letter of Identification 

A letter given by the selling bank to a 
purchaser of a traveler’s letter of credit 
which introduces him to the banks abroad 
which have agreed with the selling bank to 
honor all drafts drawn against the letter of 

34! 

credit. (See Identification, Traveler’s Letter 
of Credit.) 

Letters 

A name given to deposit slips accompany- 
ing remittances (checks, matured drafts and 
notes, coupons, cash, etc.), for deposit for- 
warded by an out-of-town depositor by mail. 
Letters are of two sorts—cash and collection. 
Cash letters are those for which the depositor 
receives credit for the amount of the total 
footing upon receipt. This amount is subject 
to reduction for such amounts as may be sub- 
sequently unpaid when presented. Collection 
letters are those for which the depositor in- 
structs the bank to postpone crediting his 
account therefor until such items have been 
reported paid. 

Cash letters can be distinguished from col- 
lection letters by the difference in their word- 
ing and by the fact that in the case of cash 
letters the list of items is footed, whereas, in 
collection letters, they are not. Cash letters 
are usually worded as follows: “We enclose 
for credit”, or “We enclose for collection 
and credit.” Collection letters are phrased, 
“We enclose for collection’, “We enclose for 
collection and credit when paid’, “Please r 
port by number”, “We enclose herewith f 
collection and credit items entered bel 
Please do not advise credit of items 
actually paid.” The majority of items f 
warded for collection bear collection num- 
bers by which they are always referred to 
when their payment is advised. 

Letters of Administration 

An instrument in writing granted by a 
probate (or surrogate) Court to a person 
appointed as administrator to settle the es- 
tate of a decendent who has left no will. 
These letters constitute the administrator’s 
legal authority to act. In case the deceased 
person was a testator, but the person named 

in the will as executor is dead, incapable of 
acting, or declines to act, “Letters of Ad- 
ministration with the Will Annexed” are 
granted. (See Administrator.) 

Letters of Credit 

In the broadest sense, letters of credit 
instruments by which a bank substitutes 
own credit for that of individuals, firm 
corporations, to the end that domesti 
foreign trade may be more safely, eco 
cally, and expeditiously conducted. I : 
case, American Steel Company, vs. Irving 
National Bank (1920) 266 Fed., 41, the court 
defined a letter of credit as follows: “A let- 
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ter requesting one person to make advances 

to a third person on the credit of the writer 

is a letter of credit. These letters are gen- 

eral or special. They are general if directed 
to the writer’s correspondents generally. 
They are special if addressed to some par- 

ticular person.” 
From a functional standpoint, banks rec- 

ognize two classes of letters of credit, viz., 

commercial and travelers’, and the above def- 

inition comprehends both classes. Since 
Traveler's Letter of Credit (q. v.) are 

treated under that subject only additional 
definitions of commercial letters of credit 
are given here. 

A commercial letter of credit is “an instru- 

ment by which a banker, for account of a 
buyer, gives formal evidence to a seller of 

its willingness to permit him to draw on cer- 

tain terms and stipulates in legal form that 
all such bills will be honored, is what has 

come to be known as a commercial letter of 
credit.” 

The following is a somewhat more com- 

plete definition: an instrument drawn by a 
bank, known as the credit-issuing bank (and 

eventually the drawee bank), in behalf of 

one of its customers (or in behalf of a cus- 

tomer of one of its domestic correspondents ), 
known as the principal (who guarantees pay- 

ment to the credit-issuing bank), authorizing 
another bank at home or abroad, known as 

the credit-notifying or negotiating bank (and 
usually the payee bank), to make payments 

or accept drafts drawn by a fourth party, 

known as the beneficiary, when such bene- 

ficiary has complied with the stipulations 
contained in the letter. 

A common form of commercial letter of 

credit appears below: 

Letter (Ot Credits NOs ata 

S  ceeteriaetnd, New York, May 1, 1923. 

To the A. B. C. Company, 

Paris, France. 

Gentlemen : 

Please note that under 

tions from our principals 
instruc- 

and TOF “ACCOUNEIOTs cic ea een tie eee ee 

we hereby open a revocable (irrevocable) 
Mredit: in favornO be yeah Neo See ee 

‘to the extent of $........... available iii... 2a: 
“DEE EEEEEHOO OOOO ERO E EEE TOEEEEEE SHES EEEEEEEEEES HEHE SEES ETS ESEE SESE EEE E HSH EE OEE SEES 

‘draft(s) on 
when accompanied by BILLS OF LADING 
tor Merchandise. en eee ae ee. 

POORER Hee Hee E EEE HEHE ESTEE EE HEEEEEEE ED EEE EEEHEEEE® 
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INVOICE TO READ: SILK (CLOTH: 
SHIPMENT TO NEW YORK, 
and (other documents, if any) ......cc.-ccdccccsvece 

We hereby agree with bona fide holders 
that all drafts issued by virtue of this credit 
and in accordance with the above stipulated 
terms, shall meet with due honor upon pres- 
entation at the office of this bank if drawn 
and negotiated before...........cccccesecsees 19h eee 

It is a condition of the Credit that all 
shipments made herewith must fully meet 
all requirements, present and future, of our 
Government. 

If the terms of the Credit are unsatis- 
factory to you in any detail, please com- 

municate with your customers and have 
amended instructions sent to us. 

This Credit will remain in force until........ 

unless previously revoked. 

When drawing drafts against this Credit, 
or referring to it, please quote our number 
as above, and return this letter with the 
documents. 

Terms of this Credit shall be interpreted 
in accordance with the regulations shown on 

the reverse side. (These are general rules 
adopted by the New York Bankers Com- 
mercial Credit Conference of 1920.) 

Yours respectfully, 

Manager Foreign Department, 

Analyzed into its component elements it 
will be seen that a commercial letter of 

credit consists of (1) heading, (2) address 
to the beneficiary, (3) promise to honor 
drafts, (4) tenor of drafts (5) amount, 
(6) description of required documents, (7) 
nature of shipment, (8) expiration date, 
(9) privilege of cancellation, and (10) 
supplementary details, e. g., issue date, num- 
ber, disposition of letter, and interpretation. 

Commercial letters of credit are classified 
as to: 

1. Direction of shipment. 
a. Export 

b. Import. 

c. Domestic. 

2. security. 
a. Documentary. 
b. Clean. 

3. Tenor of drafts drawn thereunder. 
a..pight, 
b. Time. 

4. Form of Letter. 
a. Straight. 
b. Revolving. 
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5. Form of Currency. 
a. Dollars. 
b. Sterling. 
c. Continental currency. 
d. Asiatic currency. 

6. Privilege of Cancellation. 

a. Irrevocable-confirmed. 

b. Irrevocable-unconfirmed. 

c. Revocable-unconfirmed. 

7. Payment by Principal. 
a. Paid. 
b. Guaranteed. 

None of the above classifications is mutu- 
ally exclusive. A letter of credit may, for 
instance, arise out of an import transaction, 

and be straight, documentary, 60 days sight, 
guaranteed, revocable-unconfirmed, and pay- 
able in dollars. 
An export letter of credit is one arranged 

to finance the export of merchandise, while 

an import letter of credit finances the im- 
port of merchandise, etc. 
A documentary letter of credit is sup- 

ported by a bill of lading and relative papers, 

while a clean credit is not. 
A sight letter of credit is one in which 

the draft drawn thereagainst is payable on 
presentation, while a time or acceptance 
credit is one in which the draft is payable 
only when the stipulated number of days 
after presentation for acceptance has elapsed. 
A straight letter of credit is one issued 

to finance the shipment of specified mer- 
chandise and thereupon becomes void, while 
a revolving letter of credit automatically 
renews itself for the original stipulated 
amount each time a draft is drawn there- 
against, and does not exhaust itself until 
the expiry date. 
A dollar letter of credit is one in which 

the amount is specified in dollars and in 
which the draft drawn thereagainst must be 
drawn in dollars, while a sterling letter of 
credit is one in which the draft drawn 
thereagainst is in sterling currency, etc. 
A revocable letter of credit is one in which 

the credit-issuing bank reserves the right to 
rescind its obligation to honor drafts drawn 
by the beneficiary by the phrase “good till 
cancelled” or other similar expression. An 
irrevocable letter of credit is one in which 
the credit-issuing bank waives the right to 
revoke the credit prior to the expiry date, 
unless the consent of the beneficiary is ob- 
tained. The irrevocable letter of credit may 

be strengthened by having the notifying bank 
in the exporter’s country add its own un- 
qualified assurance that the credit-issuing 

bank’s obligation will be performed, and 

a) 

that if the latter refuses to honor the draft 
drawn against the credit, the notifying bank 
will pay or accept in any event. Such a 
letter of credit is known as irrevocable-con- 
firmed. But if the notifying bank merely 
transmits the issuing bank’s obligation to 
the beneficiary without confirming the lat- 
ter’s undertaking, thereby not making the 

issuing bank’s commitment its own, then the 
letter of credit is called irrevocable-uncon- 
firmed. 

A paid letter of credit is one in which 
funds are deposited by the principal (buyer) 
with the credit-issuing bank at the time of 
issue, but this is of rare occurrence. A 

guaranteed letter of credit, which is the 
usual type, is one in which the principal 

guarantees payment of the amount of the 

draft to the credit-issuing bank at its matur- 
ity. (See Guaranty.) 

In issuing letters of credit a bank is not 

called upon to part with cash, unless it 
discounts its own acceptances drawn under 
the terms thereof. The liability created in 
the issue of letters of credit is not restricted, 

but the Federal Reserve Act places a defi- 
nite limitation upon the amount which a 
member bank may accept under such credits. 
(See Limitations on Acceptance Credits.) 

From a review of British decisions on 
commercial letters of credit the following 
principles may be adduced’: 

1. A letter of credit is not a negotiable 
instrument. 

2. It does not create a trust fund in favor 
of the beneficiary. 

3. An issuer of a letter of credit may not 
dishonor drafts presented by a negotiating 
bank under a clean irrevocable letter of 
credit if all the terms of the credit are 
fulfilled. 

4. An issuer may dishonor bills drawn in 
violation of the conditions specified in a 
documentary letter of credit. 

5. The negotiator is not liable for the 
genuineness either of goods or documents. 

6. The issuer is responsible to the party 
requesting the credit for the observance of 
the conditions by the beneficiary. 

7. The contract between the issuer and 
the beneficiary is entirely independent of the 
contract of sale between the buyer and seller, 
and the issuer can not, because of the seller’s 
breach of contract of sale, refuse to honor 
drafts which comply with the terms of the 
letter of credit. (See Acceptance Credit, 
Traveler’s Letter of Credit.) 

1 Federal Reserve Bulletin, February, 1921, p. 
162. 
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Letters Testamentary 
An instrument in writing granted by a 

probate (or surrogate) Court, or other offi- 
cial authority having jurisdiction over the 
probate of wills, empowering the executor 
named in a will to dispose of the estate in 
accordance with its terms. Letters testa- 
mentary make it known that the will in ques- 
tion has been properly proved and that the 
estate is in order to be settled. (See Execu- 

tor, Will.) 

Leu 

A Roumanian coin. (See Foreign Moneys, 

table 2.) 

Lev 

A Bulgarian coin. 
table 2.) 

(See Foreign Moneys, 

Leva 
The plural of Lev (q. v.) 

Levee Bonds 
Bonds issued by a municipality or levee 

district, usually the latter, the proceeds of 
which are used for the purpose of construct- 
ing or maintaining levees for the reclamation 
or protection of land from submergence by 
water. Levee bonds belong to the general 
class of bonds known as reclamation issues, 
e. g., drainage bonds, reclamation bonds, irri- 
gation bonds, etc. Wherever they are the 
direct obligation of a city or town, they 
rank in investment value with the other 
issues of such municipality. When issued 
by a levee district, their investment status is 
similar to that of any other type of district 
bond. The investor should investigate the 
wealth of the issuing jurisdiction, the neces- 
sity for the construction, the property values 
added by the property, and the technological 

feasibility of the levee. As a class, levee 
bonds have proved fairly satisfactory, and 
yield a high rate of return. Most of these 
bonds have been issued by levee districts in 
the South, and particularly in the Mississippi 
valley. 

Ley 
Another spelling for Lei (q. v.) 
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Liabilities 

Obligations: The aggragate of debts or 
sums of money owed by an individual, firm 
or corporation. Liabilities usually are classi- 
fied as current, fixed, and deferred. 
As to preference, liabilities may be sepa- 

rated in the following order: (1) liabilities 
to preferred creditors; (2) liabilities to se- 
cured creditors; (3) liabilities to’ unsecured 

or general creditors; (4) contingent liabili- 
ties; (5) liability (or accountability) to 
stockholders or other owners. 

The chief liabilities of a bank are de- 
posits, circulating notes, borrowings from 
Federal Reserve or other banks, liabilities on 
account of letters of credit and acceptances. 
(See Capital Liabilities, Contingent Liabili- 
ties, Current Liabilities, Fixed Liabilities, 
Limitation on Total Indebtedness of Na- 
tional Banks.) 

Liability Insurance 
A form of insurance provided to indem- 

nify employers against losses resulting from 

accidents to employees, and damages for 

which the employer is legally liable. 
Most of the states have enacted Work- 

mens’ Compensation Laws which require in- 
dustrial concerns to provide for the insurance 
of their employees against accident. Usually 

employers may elect to provide an insurance 

fund created out of earnings, to take out a 
liability insurance policy with an insurance 
company, or to insure with the State insur- 

ance board. 

Liability Ledger 
A subsidiary ledger maintained in the loan 

and discount department of a bank in which 

the notes, acceptances, and bills of exchange 
discounted for, and purchased from, each 
borrower are recorded. Accounts are classi- 
fied alphabetically, and from this record it 
is possible to ascertain by reference to the 
balance column, the net liability of each bor- 
rower (1) on his own paper; (2) on paper 

which has has indorsed for value; (3) on 
paper which he has made and has been in- 
dorsed for value by others; and (4) on 
paper which he has indorsed as guarantor. 

Liberty Bonds 
A name given to bonds issued by the 

United States in 1917, 1918, and 1919, to 
finance our participation in the world war, 

and to raise funds to lend to our allies. Four 
Liberty Bond issues and one Victory Loan 
issue were brought out between May 14, 
1917, and April 21, 1919, the five issues (ten 
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issues including the converted issues) ag- 
gregating approximately $21,478,357. 

The complete details of these issues are 
given in the accompanying table: 

Libra 

See Foreign Moneys—Peru. 

License 

In the “blue sky” states investment bankers 
are required to take out a license from the 
state banking authorities as a condition to 
the conduct of their business. 

Lien 
The right to hold any property given as a 

pledge or security until the debt which it se- 
cures is paid. To constitute a lien the debt 
must be enforced by law, e. g., a mortgage. 

Liens are specific and general. <A general 
lien comprises all the property belonging to 
the debtor. A specific lien comprises only 
the particular property subject to the lien, 
as specified in the instrument acknowledging 
the debt. A mechanic’s lien is a specific 
lien, because it affects only the property upon 
which the laborer has expended material and 
labor. 

Considerable confusion arises in the use of 
the terms, prior lien, first lien, junior lien, 
second lien, etc. A prior lien is not neces- 
sarily a first lien; it is simply one that takes 
precedence over others. A junior lien is not 
necessarily a second lien; it may be any lien 
other than the first. 

Lienor 

One who holds a Lien (q. v.) 

Life Annuity 
See Annuity. 

Life Estate 

When a person has possession of property 
and its income for life, according to the pro- 
visions of a trust deed or will, he is known 
as the life tenant and has a life interest in 
the estate. At the death of the life tenant, 
the property may either revert to the grantor 
or his estate, or become the possession of the 
Remainder Man (aq. v.) 

Life Insurance 

See Insurance. 

Life Interest 

See Life Estate. 

Life Tenant 
See Life Estate. 

Light Coin 
Coin reduced by natural abrasion below the 

standard weight fixed by law. Loss in 
weight of gold coins, if in excess of the limit 

of tolerance provided by law, reduces its 
legal tender value in proportion to such loss 
in weight. (See Light Gold, Tolerance.) 

Loss in weight of fractional silver, nickel, 
and copper coins does not affect their value 
as legal tender since these coins are worth 
less as metal than as coin. (See Token 
Money.) 

Light Gold 
Gold coins which have been reduced in 

weight. These are legal tender if the re- 
duction is not in excess of the limit of tol- 
erance provided by law. The Treasury De- 
partment provides for the redemption of gold 
coins reduced in weight through abrasion 
within the limit of tolerance provided by law, 
as follows: “Any gold coins of the United 
States, if reduced in weight by natural abra- 
sion, not more than one-half of 1 per cent. 
below the standard weight prescribed by law, 
after a circulation of 20 years, as shown by 
the date of the coinage, and at a ratable pro- 
portion for any period less than 20 years, 
shall be received at their nominal value by 
the United States Treasury and its officers 
under such regulations as the Secretary of 
the Treasury may prescribe for the protec- 
tion of the Government against fraudulent 
abrasion or other practices * * * Any 
gold coin in the Treasury of the United 
States when reduced in weight by natural 
abrasion more than one-half of 1 per cent. 
below the standard weight prescribed by law, 
shall be recoined.” (Revised Statutes, Sec. 
3585.) 

Japan redeems light weight gold coin at 
full value. (See Tolerance.) 

Limit 
A definite price fixed by a customer in giv- 

ing an order to purchase or sell securities 
(or commodities) to a broker for execution, 
and which the broker must not go over if a 
purchase, or under if a sale. (See Orders.) 

Limitations 
See Limitations on Acceptance Credits, 

Limitations on Bank Loans, Limitations on 
Investments, Limitations on the Total In- 
debtedness of National Banks, Statute of 
Limitations. 
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UNITED STATES LIBERTY AND 

lst Liserty Loan 3}s]lst Liserty Loan—}/2np Liserty Loan 4sjIist Liserty Loan— 
1 

16-30 Year Bonds SORT RE Ree 10-25 Year Bonds CONVERTED 4s 

16-30 Year Bonds *I ssueof May 9,1918 

15-30 Year Bonds 

Present Issued : Issued 
Status $2,000,000,000. $3,808,766, 150. 

Taxation Exempt from all | Notes A,B, FandG. | Notes A,B, FandG. | Notes A, B, C, F 
Feature taxes (except es- and G. 

(Summary Below) tate and inheri- 
tance taxes). 

Date of June 15, 1917. November 15, 1917. | November 15, 1917. | May 9, 1918. 
Issue and 
Maturity June 15, 1947. June 15, 1947. November 15, 1942. }| June 15, 1947. 

Callable Redeemable at gov- | Redeemable at gov- Redeemable at gov- Redeemable at gov- 
For ernment’s option ernment’s option ernment’s option ernment’s option 
Payment on or after June on or after June on or after Nov. on or after June 

15, 1932. 15, 1932, 15, 1927 15, 1932. 

Interest June 15th and Dec. }| June 15th and Dec. | May 15th and Nov. | June 15th and Dec. 
Payments 15th. 15th. 15th. 15th. 

Conversion Convertible into any | Convertible into the | ConvertibleintoSec- | Not convertible in- 
Privilege igher rate bond First Converted ond Cohverted 43s to any future 

issued during the 44s if applicationis if application is issue. 
war (except short made before Nov. made before Nov. 
term loans) within 9, 1918. 9, 1918. 
six months from | Thisprivilege tocon- | This privilege to con- 
date of the issue of vert has been ex- vert has been ex- 
such higher rate tended and re- tended and re- 
bond. The date newed. newed. 
of the termination 
of the war shall be 
date fixed by pro- 
clamation of the 
President. 

ate Note H. Notes E and H. Notes E and H. Notes E and H. 
un 

Note A.—Exempt from state and local taxes and from normal income tax, but subject to estate, inheritance, 
super-tax, excess and war-profits tax on all incomes and earnings above the normal.exemption (incomes from hold- 
ings of $5,000 bonds are tax exempt except for estate and inheritance taxes). 

Note B.—In addition to tax exemption in Note A, income from not more than $45,000 bonds of this issue or a 
smaller amount of bonds of this issue not exceeding 1} times the amount of the Fourth Liberty Bonds held by the 
owner is exempt until two years after the war from surtaxes, excess and war-profits taxes, provided said Fourth 
ae penne were originally subscribed for and have been continuously owned by the tax payer up to the date of 

is tax return. 
_ Note C.—Bonds owned continuously for at least six months prior to one’s death are acceptable at par and accrued 
Etats 2 in payment of any estate and inheritance taxes imposed by the United States under any present or future 
aw. 
Note D.—In addition to the tax exemption in Note A, interest on not to exceed $30,000 bonds of this issue is 

exempt until two years after the war from surtaxes, excess and war-profits taxes when owned by one individual, 
partnership, corporation or association. 

Note E.—The Secretary of the Treasury is authorized from time to time until the expiration of one year after the 
termination of the war to buy bonds of this issue to the extent of 5% of the original issue during the 12 months’ 
period beginning on the date of issue and in each 12 months’ period thereafter. to the extent of 5% of the amount 
outstanding at the beginning of the period, the average cost of bonds purchased in any such 12 months’ period not to 
exceed par and accrued interest. 

Note F.—In addition to the tax exemption in Note A, income received on and after January 1, 1919, on not 
to exceed $30,000 bonds in the aggregate is exempt until the expiration of five years after the war from surtaxes, 
excess and war-profits taxes. 

Note G.—In addition to the tax exemption in Note F, income received on and after January 1, 1919, on not to 
exceed $20,000 bonds in the aggregate is exempt from surtaxes, excess and war-profits taxes, extending through the 

aie 
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WAR BONDS VICTORY LOAN 

4is 3is and 43s 

Victory Lisertr 
LOAN 

8-4 Year Notes 

Ist Lrserty Loan—|2np Liserty LoaN—|3rp Liserty LoaN 44s|4rH Liperty LOAN 4}s 
2nND CONVERTED 4}s CONVERTED 4}8 10: Yaar! Bonds 16-20 Year Bonds 

*Tssue of Oct. 24,1918| 10-25 Year Bonds 
15-30 Year Bonds 

Available by con- I 
verting 34s before 
April 24, 1919. 

ssued Issued Issued 
$4,176,516,850. $6,993,073, 250. $4,500,000,000. 

Notes A, B, C, F 
G 

Notes A, B, C, F 
and G. dG 

Notes A, C, D, F | NotesI and J. 
an : and G. Note C, as to 43s 

only. 

May 9, 1918. | October 24, 1918. May 20, 1919. October 24, 1918. 

June 15, 1947. 

Redeemable at gov- 
ernment’s option 
on or after June 
15, 1932. 

May 9, 1918. 

November 15, 1942. 

Redeemable at. gov- 
ernment’s option 
on or after Nov. 
15, 1927. 

September 15, 1928. 

Not redeemable until 
maturity. 

October 15, 1938. 

Redeemable at gov- 
ernment’s option 
on or after Oct. 
15, 1933. 

May 20, 1923. 

Redeemable at gov- 
ernment’s option 
on or after June 
15, 1922, upon 
not less than four 
months’ notice. 

September 15th and | April 15th and Oc- | December 15th and June 15th and Dec. | May 15th and Nov. 
15th. 15th March 15th. tober 15th. June 15th. 

Not convertible into | Not convertible into | Not convertible into | Not convertible into | The 3is and 4js 
any future issue. any future issue. any future issue. any future issue. are convertible 

and reconvertible 
each into the 
other after July 
15, 2719197 but 
before maturity 
or call for re- 
demption. 

eee eee 

Notes E and H. Notes E and H. Notes E and H. Notes E and H. Notes E and H. 

life of the Victory Notes, provided such bonds do not exceed three times the principal amount of Notes of the Victory 
Liberty Loan originally subscribed for by such owner and still held by him at the date of his tax return. 

ote H.—The Victory Loan Act created a sinking fund to retire all Liberty bond and note issues at maturity, or 
to redeem and purchase them before maturity at an average cost not to exceed 100 and accrued interest. Begin- 
ning July 1st, 1920, and for each fiscal year thereafter until all such bonds and notes are redeemed, there is ap- 
enos for the purposes of the sinking fund an amount equal to the sum of (1) 2}% of the aggregate amount of 
onds and notes outstanding on July Ist, 1920, less an amount equal to the par amount of any obligations of 

foreign governments held by the United States on July Ist, 1920, and (2) the interest which would have been payable 
on the bonds and notes purchased or redeemed or paid out of the sinking fund during such year or in previous years 
for. which the appropriation was made. ; ’ . 

Note I.—The 33s are exempt both as to principal and interest from all taxation (except estate and inheritance 
taxes) now or hereafter imposed by the United States, any State or any of the possessions of the United States, or by 
any local taxing authority. Day . i 

Note J.—The 43s are exempt both as to principal and interest from all taxation now or hereafter imposed by the 
United States, any State, or any of the possessions of the United States, or by any local taxing authority, except estate 
or inheritance taxes, and graduated additional income taxes, commonly known as surtaxes, and excess profits and 
war-profits taxes, now or hereafter imposed by the United States, upon the income or profits of individuals, partner- 
ships, associations or corporations. , ; : 

The two issues of First Converted 4}s differ only to the extent that the issue of October 24th is tax exempt as to 
the interest on not to exceed $30,000 bonds regardless of one’s subscription to the Fourth Loan, whereas the issue of 
May 9th is tax exempt as to the interest on not to exceed $45,000 bonds in connection with one’s subscription to the 
Fourth Loan. 
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Limitations on Acceptance Credits 
The Federal Reserve Act places a limit 

upon the amount of acceptances which a 
national bank can make in the aggregate and 
for one borrower. Any National bank may 
issue its acceptances equal in the aggregate 

to 50 per cent. of its capital and surplus and 

by special permission of the Federal Re- 
serve Board, this may be increased to an 
amount equal in the aggregate to 100 per 

cent. of capital and surplus, except that the 
aggregate of acceptances against domestic 

transactions in no event may exceed 50 per 

cent. of capital and surplus. No accept- 

ances are permitted to be made for more 
than six months. Originally, to be eligible 
tor re-discount, an acceptance was limited 
to a maturity of three months. In recogni- 
tion of the fact that three months are not al- 
ways sufficient in completing foreign trans- 
actions, especially Far Eastern shipments, 
the Federal Reserve Board has extended 
eligible maturities to six months. 

The amount accepted for one name must 

not exceed 10 per cent. of a National bank’s 
capital and surplus, unless secured by col- 
lateral growing out of the same _ transac- 
tion as the acceptance, and then security 
must remain with the bank during the en- 
tire time the acceptance is outstanding. 

Acceptances for the creation of dollar ex- 
change are not permitted except by special 
permission of the Federal Reserve Board. 
Such acceptances must not exceed more than 
10 per cent. for any one name, and in the 
aggregate not more than 50 per cent. of the 
capital and surplus of the bank. Acceptances 
for dollar exchange are in addition to the 
amount allowed for acceptances in foreign 
currencies. Dollar acceptances must have a 
maturity not greater than three months’ 
sight. 

The limitations imposed upon state banks 
for acceptances in the aggregate and to one 
customer vary in different states, but in gen- 
eral, follow those imposed upon National 
banks. Where the state is a member of 
the Federal Reserve system, the same regu- 
lations as apply to National banks, govern. 
(See Acceptance Credit, Bank Acceptance.) 

Limitations on Bank Loans 

The amount which a National bank may 
legally lend to any one person, company, cor- 

poration, or firm (including in the liability 

of a company or firm, the liability of the 

component members thereof) in accordance 
with the provisions of Section 5200 of the 
National Bank Act, as amended, are stated 

«below. These amounts are given in percent- 

ages of the paid-up and unimpaired capital 
stock and surplus of the lending bank. (Sur- 
plus does not include undivided profits.) 

Percentage 
Loanable. Character of Loans. 

1. Loans on personal security 
whether one name, two name, or 
guaranteed, or if secured by col- 

lateral other than that hereafter 
PICTHIONCO YS. cctv. secs aatssceeertioe 10% 

2. Bills of exchange or drafts 
drawn in good faith against actu- 
ally existing values, including: 

a. Drafts and bills of exchange 

secured by shipping docu- 
ments conveying title to 
goods shipped or in process 
of shipment. 

b. Eligible bankers’ acceptances..No limit 

3. Commercial or business paper 
owned by the person, company, 
corporation, or firm negotiating 
the satne+s.:.ltene es eee ee No limit 

4. Notes secured by shipping docu- 

ments, warehouse receipts, or 
other documents conveying or se- 

curing title covering readily mar- 
ketable, non-perishable staples, 
provided the property securing 
the obligation is not at any time 
less than 115 per cent. of the 
face amount of the note; the 
property is fully covered by in- 
surance, and that such a loan is 
not made for more than six 
months in any consecutive twelve 
THONTHS gos neath ete nee 15% 

If the full amount under No. 1 is 
not loaned then the amount loaned 
under No. 4 may be increased 
by the unused portion under No. 
1. The amount loaned under No. 
1 and No. 4 may equal but not 
exceed 25 per cent., but in no 
case must the amount loaned un- 
der No. 1, exceed 10 per cent. 

5. Notes secured by not less than a 
like face amount of bonds or 
notes issued by the United States 
Government since April 24, 1917, 
or by certificates of indebtedness 
OfsthesUNited otatessc ssa. tees eoce 10% 

The sum loanable under No. 1 
and No. may equal but not 
exceed 20 per cent. 

Some examples showing the amount 
which a National bank may lend to any one 
customer at one time expressed in terms of 
percentage of the bank’s capital and surplus 
follow: 

a ee 
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Amount Loanable. 
Illustration. 

: 2; 5 a SOARS 
1. Straight Loan..10% 5% 5% 2% 0% 
4. Notes secured 

by warehouse 
recewte eter ib? et) 15. 25 15 

5. Notes secured 
by 100% Unit- 
ed States obli- 

Pea tie, Oe 1 al hel a Cie 

Character of Loan. 

SS ny 

BOL Lexstieerakin 35% 35% 35% 35% 35% 

From the foregoing it will be seen that ex- 
cepting those loans upon which no limit is 
imposed by law, the maximum amount which 
a National bank may loan to any one cus- 
tomer, when appropriate collateral is given, 
is 35 per cent. 

The limitations on the loans of state banks 
and trust companies are somewhat more len- 
ient than in the case of National banks, but 
vary in the different states. 

Limitations on Investments 

National banks are restricted to the pur- 
chase of bonds for investments. They are 
not permitted to invest in stocks except Fed- 
eral Reserve Bank stock (which is required), 

and the stock of foreign banking corpora- 
tions up to 10 per cent. of the capital and 
surplus of the subscribing bank, which is 
optional. The limitations on the. invest- 
ments of state banks vary in the different 
states, but in general, follow those imposed 

upon National banks. In many states, banks 
are allowed to own or invest in stock of 
safe deposit and mortgage companies. 

The limitations upon the investments of 
trust companies are more lenient than in 
the case of National and state banks. Be- 
sides investing in bonds, they are usually 
permitted to invest in stocks, being limited, 
however, to a certain percentage of their 
combined capital and surplus. (See Legal 
Investments for Savings Banks, Legal In- 
vestments for Trust Funds.) 

Limitations on the Total Indebted- 

ness of National Banks 
The total indebtedness of a National bank 

is limited to an amount not exceeding 100 
per cent. of its unimpaired capital stock ex- 
cept for demands of the following nature: 
(1) circulating notes; (2) deposit liabilities ; 
(3) liabilities to stockholders, including sur- 
plus, undivided profits, etc.; (4) outstanding 
cashier’s checks; (5) liabilities incurred un- 
der the provisions of the Federal Reserve 
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Act (bills payable and rediscounts); (6) 
liabilities incurred under the provisions of 
the War Finance Corporation Act; (7) lia- 
bilities created by the indorsement of ac- 
cepted bills of exchange payable abroad, 

actually owned by the indorsing bank and 
discounted here or abroad. 

Elsewhere in the national banking laws, 
it is stated that the amount of circulating 
notes shall not exceed the par value of the 
capital stock. Thus the law itself is con- 
tradictory. By a ruling of the Comptroller 
of the Currency, however, a National bank 

is not permitted to issue circulating notes 
in excess of its capital (not including sur- 
plus and undivided profits). 

Limitations, Statute of 
See Statute of Limitations. 

Limited Company (Corporation) 
A corporation in which the stockholders 

are limited in their liability to debtors to 
the amount represented by the par value of 
the stock they own. If the debts of a cor- 
poration upon liquidation exceed the sum 
realized through the sale of the assets, the 

creditors must bear the loss in proportion to 
their claims. The stockholders cannot be 
called upon to make good the deficit. (See 
Double Liability.) 

Limited companies are to be distinguished 
in this respect from partnerships in which 
the partners are individually liable for all 
debts contracted by the partnership and 
whose personal property may be taken to 
satisfy such debts. A partnership and joint- 
stock company provide unlimited liability for 
the claims of creditors. 

Limited Legal Tender 
See Legal Tender, Token Money, United 

States Money. 

Limited Liability 
The liability of a limited corporation, 

which extends no further than to the 
amount of the issued capital stock, except 
in cases of corporations having double lia- 
bility, e. g., National banks. (See Double Lia- 
bility, Limited Company.) : 

Limited Order 

A buying or selling order lodged with a 
broker for execution at a specified price, and 
which will not be executed if the price is 

not reached, but which may be executed at 
a price more favorable to the customer, 
e. g., “Buy 100 shares of United States Steel 
at 95.” (See Orders.) 
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Limit of Tolerance 

See Light Gold, Tolerance. 

Limping Standard 
A term used to describe the monetary sys- 

tem of a country which, although the gold 
standard has been formally or informally 
adopted and the free coinage of silver has 
been suspended, nevertheless retains silver 
coins in circulation with legal tender power, 

in order to supply a sufficient volume of cir- 
culating media. The limping standard is in 
reality a survival of the era of Bimetallism 
(q. v.) in which gold and silver were main- 

tained as a joint standard at a fixed coin- 
age rate. The United States and the coun- 
tries comprising the Latin Union, once hav- 
ing a bimetallic standard and still retaining 
silver coins in circulation, may be said to 
possess a limping standard. For instance, 

the silver coins of the United States, al- 

though worth less as metal than as coin, limp 

along on an equality with gold coins, be- 

cause the quantity in circulation is defi- 
nitely fixed and limited, representing but 
a fraction of the amount of gold coin. 

Line 
See Deposit Line, Line of Credit. 

Line of Credit 

The maximum or amount which a person 
or concern is entitled to borrow from a 
bank at any given time, or normal limit of 
accommodation, also called the limit of 
credit, or credit line. It is the total credit 
force, or potential credit balance at the dis- 
posal of a borrowing customer in return for 
which the customer is required to maintain 

proportional balances, prove to be an ac- 
ceptable credit risk, and otherwise satisfac- 
tory as an account. The amount of a credit 
line is not definitely fixed, but varies from 
time to time, according to the financial 
standing of the customer, as shown by sub- 
mitted financial statements, the bank’s loan- 

able resources, and general money and trade 
conditions. 

While a bank usually fixes a line of credit 
for its borrowing customers, it is usually 
reluctant absolutely to agree to provide for 
this amount because changing conditions, 
either in the affairs of the customer or the 
bank, may make it inadvisable, if not im- 
possible, to grant the line agreed upon. In 
other words, while a bank is morally obli- 
gated to insure a line of credit agreed 
upon, it is not legally bound to do so. Any 
line of credit established is predicated upon 

the continuance of the same management 
and maintenance of a financial standing as 
good or better than that which was in ex- 

istence at the time it was established. 
Ordinarily, a bank is able to provide its 

customers with as much credit as they are 
entitled to have in proportion to the value 
of their accounts and financial condition. 
For this reason, the well established and 
conservatively conducted concern, having 
good banking connections, should never ex- 
perience difficulty in obtaining all the credit 
it requires. 

(See Credit, Credit Risk, Statement Anal- 
ysis, Twenty Per Cent. Rule.) 

Line of Deposit 
See Deposit Line. 

Line of Stocks 

A term which refers to commitments made 
on the long or short side of the market 
systematically bought or sold respectively on. 
a scale. (See Scaling.) 

Liquid Assets 
Among commercial and industrial con- 

cerns, liquid assets are equivalent to Cur- 

rent Assets (q. v.).. Among banks, liquid. 
assets are those which are immediately 
available as cash, or which can be quickly 
converted into cash, e. g., call loans, amounts. 
due from banks, exchanges for clearing 

house, loans eligible for rediscount, and se- 
curities enjoying a ready and reliable mar- 
ket. It does not include time loans ineligible 
for rediscount, securities not enjoying a 
ready market, banking premises, etc. 

Liquidating Market 
A market in which selling in volume oc- 

curs, whether as the result of a concerted. 
movement to reduce prices thought to be in- 
flated, or merely to take profits. (See Liqui- 
dation. ) 

Liquidation 
This term has two meanings: 
(1 Cash realization; the selling of 

holdings in stocks, bonds or commodities, 
either to take profits, or in anticipation of,. 
or to prevent losses due to, lower prices. 
Liquidation may be forced or voluntary. 
Frequently, liquidation is referred to as ex- 
tending over a period of time. In this sense, 
liquidation forms that part of the business. 
cycle which is characterized chiefly by fall- 
ing prices, business failures, and business in- 

a 



ENCYCLOPEDIA OF BANKING AND FINANCE 351 

activity. (See Business Cycle, Forced Liqui- 
dation. ) 

(2) The termination or winding up of a 
business by the conversion of its assets into 
cash, and distribution of the proceeds, first 
to the creditors in their order of preference 
(See Liabilities), and the remainder, if any, 
to the owners in proportion to their hold- 
ings. 

Liquidator 
A person appointed by a court to termi- 

nate the affairs of a business. (See Liqui- 
dation. ) 

Liquidity 
A term referring to that condition of an 

individual or business a high percentage of 
the assets of which can be quickly converted 
into cash without involving any considerable 
loss by accepting sacrifice prices. Liquidity 
implies a high degree of currentness and 
financial solvency, 7. ¢., that the value of the 
current assets is well above that of the cur- 
rent liabilities. (See Financial Solvency, 
Working Capital.) 

Lira 
See Foreign Moneys—lItaly. 

List 
An expression used to refer to the total 

of securities traded on a stock exchange; in 
other words, a short term for Listed Securt- 
ties (a. v.). 

Listed Securities 

Securities which have been approved and 
admitted or listed on a stock exchange. Each 
stock exchange has certain rules which must 
be complied with before a security is ad- 
mitted to trading, and usually a stock ex- 
change is as exclusive in admitting stocks 
as it is members. 
On the New York Stock Exchange a com- 

mittee known as the “Committee on Stock 
List” acts upon all applications for listing, 
but its decisions are subject to review by the 
governing committee. There are three im- 

portant tests for admission of new securi- 
ties. In the first place, the corporation seek- 
ing to list its securities must be seasoned, 
1. e., must have been in operation over a suf- 
ficiently long period to have demonstrated 
its essential character, its earning capacity, 
and the moral integrity and business ca- 
pacity of its officers of administration. The 

New York Stock Exchange is not a trying- 

out place for new and untested securities. 

Secondly, the corporation’s records and re- 
ports bearing upon its financial condition 

and earning power must be made public for 
the benefit of investors and speculators. 

Corporations whose stocks or bonds are 
listed are required to publish their balance 
sheets, earning statements, announcements of 
directors’ and dividend meetings and opening 
and closing of transfer books, and it is 
recommended that they make available to 
the public any additional information which 
might serve as a basis for the formulation 

of an intelligent opinion on the value of a 
security, e. g., current production rate, cur- 

rent sales, pending orders, new contracts, 
financing plans, etc. 

Finally, the issue must be sufficiently 

large, widely held and traded in to attract 
attention. No small or inconspicuous cor- 
poration, or one whose stock is closely held 

by a relatively few individuals would be 
successful in having its stock admitted. 

Certain erroneous impressions are current 
with regard to the listing of securities. List- 
ing is no guarantee of the worth of a se- 
curity, e. g., that it is safe or will not fluctu- 
ate in value. It does not mean that such 
stocks will bear dividends, maintain their 

dividend rate, or not decline in value. 
Neither does it mean that bonds will cer- 
tainly be paid, or that interest will not be 
defaulted. The stock exchange assumes no 
responsibility and affords no guaranty. 

The advantages of listing, however, are 
incalculable. The requirement of the pub- 
lication of reports of financial condition and 
of earnings increases publicity and there- 
fore permits accurate knowledge of equities 
in earnings and of business conditions lead- 
ing to proper estimates of security values. 
It prevents a declaration of secret dividends, 
since due notice must be given for all divi- 
dend payments, new stock issues, etc. It 
also prevents forgeries and over-issue of 
stock. The stock exchange does guarantee 
the physical genuineness of the securities 
traded in and forces machinery upon cor- 
porations to prevent frauds in false certi- 
ficates and over-issues. Thus, certificates 

must be engraved on a tested kind of safety 
paper approved by the exchange and each 
corporation must maintain a separate agent 
who is responsible for transfers, and a 
registrar who is responsible for over-issue. 

Finally, listing increases the marketability 
and collateral value of securities, making it 
easier to borrow on them and giving them 
a greater hypothecary value. It is only 
listed securities that are usually available as 
stock exchange collateral. 
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Listing 
The admission of a security on a stock 

exchange. (See Listed Securities.) 

Little Board 

See Board. 

Live Stock Loans 

See Cattle Loans. 

Living Trust 
A form of trust by which the person who 

creates it (known as the trustor, donor, cre- 
ator, or grantor), transfers title to certain 
property (securities, real estate, etc.) to a 
trustee with instructions to apply the in- 
come according to the terms of the trust 
agreement. The agreement may call for re- 
investment of the income, or for a distribu- 
tion of the income in whole or in part to 
designated beneficiaries, and often to the 
trustor himself. The trustee renders a 
statement of account to the trustor at stated 
intervals. 

This form of trust, also known as a volun- 

tary trust, differs from the ordinary trust 
in that it becomes operative during the life- 
time of the creator. It may be so drawn 
as to render unnecessary the making of a 

will, or in case only a part of the creator’s 
property is placed in trust, his will need dis- 
pose only of the remainder. 

Living trusts may be made revocable and 
subject to change, or irrevocable and not 

subject to change, even by the creator him- 

self. These trusts make it possible for per- 
sons of means to retire from the active 
management of their businesses by being re- 
lieved of all details in connection with the 
administration of the affairs of their prop- 
erty. Thus, the trustee becomes bound to 
maintain the property intact, to collect all 
rents, interest, dividends, and profits, and to 

remit the proceeds to the beneficiary, wher- 
ever he may reside. (See Trusts.) 

Lloyd’s 
An association of English insurance un- 

derwriters, doing business in premises in the 

Royal Exchange, London. Originally a 
small market in Edward Lloyd’s coffee 
house, it has now become an enormous asso- 

ciation whose members, numbering more 
than one thousand, had an aggregate peace- 

time premium income of thirty million 
pounds. While this institution, now known 
all over the world, specializes in the under- 
writing of marine risks and such business 
as is incidental thereto, e. g., publication of 
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Lloyd’s Register, there is probably no class 
of calculable risk, however fantastic, which 
these underwriters will not insure. 

Each member of Lloyd’s is required to de- 
posit with the Committee of Lloyd’s £5000 
as a guarantee for each class of insurance 

that he writes, and is responsible up to the 
entire amount of his fortune for paying 
claims. Underwriters must be worth at least 
£100,000 in order to furnish this financial 
guarantee. 

The chairman of Lloyd’s attributes its 
high prestige to four causes: (1) its poli- 

cies are first-class security; (2) reputation 
which has been gained for prompt, just and 
liberal settlement of all straight-forward 
claims; (3) the market is readily adaptable 
to new risks and the changing needs and 
conditions of business, and (4) is the center 
of the finest shipping news service that the 

world has ever possessed, and is connected 
by tradition and by name with the great in- 
stitution known as Lloyd’s Registry. 

Lloyd’s Register has become the recog- 
nized information bureau for all the ship- 
ping of the world. This register contains 
a list of the ships of all nations, giving 

their names, and such descriptive details as 
length, breadth, depth, displacement, cargo 
space, horsepower, country of registry, etc. 

Lloyd’s now have a_ representative or 
agent in every principal seaport of the world 
who forwards information continually in re- 
gard to vessel movements, disasters, and 
storms, to London. These agents do not 
themselves place insurance, but are repre- 

sentatives of Lloyd’s organization only, and 
are appointed to look after Lloyd’s interests, 
collect information, assist in the adjusting 
or appraising of losses, etc. 

Load Up 
An expression to indicate the purchase 

of a security or commodity to the limit of 
one’s financial capacity for speculative pur- 
poses. To be loaded up means to be “long” 
of an undesirable security or commodity 

which cannot be easily disposed of except at 
a loss. 

Loan 

See Loans. 

Loan and Trust Company 
See Trust Company. 

Loan Capital 
That portion of the capital of a corpora- 

tion furnished by long and short term credi- 
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tors, e. g., bondholders, noteholders, banks, 
etc., evidenced by instruments having definite 
maturities, as distinguished from share capi- 
tal which is contributed by the stockholders. 

Loan Certificates 

See Clearing House Loan Certificates. 

Loan Contract 

See General Loan and Collateral Agree- 
ment. 

Loan Crowd 

An expression used to refer to brokers 
who desire either to borrow or lend stocks. 
(See Borrowed Stocks, Short Sale.) 

Loan Department 
The department of a bank, which under 

the direction of the loan officers, executes 
the clerical details in connection with loan 
transactions. This involves the preparation 
of notes for signature, examination of col- 
lateral or guaranty contracts, and the proper 
keeping of the loan records. Loans usually 
are recorded on a card, and in the loan regis- 
ter, loan ledger, maturity tickler, and rate 
sheet. The loan department is also charged 

with seeing that the collateral loans are ade- 
quately margined, that notes are presented 
for collection on the date of maturity, that 
collateral comparisons are made periodically, 
that interest statements are promptly for- 
warded, and with making substitutions in 
collateral at the request of stock exchange 
borrowers. 

Loan Ledger 
See Liability Ledger. 

Loan Market 

See Call Money Market, Money Market, 
Rediscount Rate. 

Loan Rates 

See Call Money Market, Money Market, 
Rediscount Rates. 

Loan Register 
A journal or register in which time loans 

are entered in the order in which they are 
granted. Since time loans usually are con- 
secutively numbered, entries are in numerical 
as well as chronological order. This regis- 
ter is an original entry record and con- 
tains the complete details of the terms of 
each loan. (See Bills Discounted Register. ) 
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Loans 

The letting out or renting of sums of 
money by a lender to a borrower to be re- 
paid with or without interest. Long term 
loans covering a period of years, are usually 
evidenced by bonds, debentures, or certifi- 
cates of indebtedness. Short term loans are 
evidenced by notes, bills of exchange, and 
acceptances. 

There are numerous possible classifica- 
tions of bank loans, some of the most im- 
portant of which are as follows: 

1. According to maturity. 

(a) Demand loans, terminable at the op- 

tion of either the lender or borrower. 

(b) Time loans, which have a fixed or 
determinable maturity. 

2. According to character of borrower. 

(a) Commercial loans—made to business 
concerns (producers, manufacturers, whole- 
salers, jobbers and retailers), to furnish 

working capital for financing the purchase 
of commodities in the various stages of pro- 
duction and distribution. These loans are 
usually seasonable or automatic in character, 
and are required only temporarily. Com- 
mercial loans are regarded as self-liquidat- 
ing for the reason that they are discharged 
through the proceeds of sale of the com- 
modities financed. Such loans, therefore, 
usually represent investments in current or 
quick assets, which in the ordinary course 
of business, are quickly converted into cash. 

Short-term loans, usually ranging from 30 
days to six months, the majority having ma- 
turities of three and four months, consti- 
tute the majority of the assets of a commer- 
cial bank. 

(b) Stock exchange or brokers’ loans— 
made to stock exchange brokers upon stock 
exchange collateral equal to from 120 per 
cent. to 130 per cent. of the face of the loan, 
who in turn lend the proceeds to speculators 
operating with margin accounts. 

(c) Speculative loans—made to individ- 
uals for trading or speculating in stocks, 

bonds, or commodities. Such loans are 

usually collateraled with ample margins. 

(d) Farm or farm mortgage loans made 
to farmers to finance the purchase of im- 
proved farm land and equipment, or to pay 

off existing indebtedness. 
(e) Agricultural loans—made to farmers 

for the purpose of financing the planting or 
harvesting of crops, or the raising and mar- 

keting of live stock. Due to the time in- 

volved in these pursuits, these loans are of 
longer maturities than commercial loans. 
The Federal Reserve Act now permits loans 
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made upon agricultural paper, with a ma- 

turity not exceeding nine months (six months 
before the Agricultural Credit Act of 1923 
was passed), to be eligible for rediscount at 
the Federal Reserve banks. There are 
several sub-divisions of agricultural loans, 
such as cattle loans, cotton loans, grain loans, 
Cle 

({) Real estate or mortgage loans—made 

to buyers of real estate on a long term basis. 
Formerly, under the National Bank Act, 

National banks were not allowed to make 
loans upon real estate. Lending upon real 

estate mortgage security was regarded as a 

function of savings banks, since their de- 
posits are accepted on a time basis and the 
right of 30 to 60 days’ notice for with- 
drawal of deposits may be exercised when 
necessary. By an amendment of the Fed- 
eral Reserve Act (September 7, 1916), Na- 
tional banks not situated in a central re- 
serve city are empowered to make loans 

secured by urban real estate or farm land 
not exceeding one-third of their time de- 

posits, and not to exceed 50 per cent. of the 
value of the mortgaged property. Loans 
upon urban real estate are limited to one 
year, and upon farm land to five years. 

(g) Consumption loans—The loans above 
referred to are made for productive pur- 
poses, 7. e., for the furtherance of productive 
enterprise. When loans are made for the 
purpose of purchasing goods destined for 

immediate consumption, e. g., pleasure auto- 
mobiles, furniture, vacation trips, etc., they 

are consumption loans rather than produc- 

tion loans. Such loans are not self-liquidat- 

ing and good banking practice dictates that 
they be refused. 

3. According to security. 
(a) With collateral security, 1% e., sup- 

ported by valuable property which is trans- 

ferable and has a ready and reliable market, 
e. g., bonds, stocks, bills of lading, ware- 

house receipts, mortgages, real estate, etc. 

(b) With personal security, as evidenced 
by the indorsement or guaranty of a name 
or names other than the maker of the note. 

Such loans are known as two-name, three- 
name paper, etc. (See Guaranty. ) 

(c) Without either collateral or personal 
security. 

4. According to obligation or number of 
names responsible for payment. 

(a) One-name paper, for which only one 
party is responsible for payment. 

(b) Two-name paper, for which two 
names, either as joint makers or one party 
as indorser, guarantor or accommodation 

party, are responsible for payment. Trade 

and bankers’ acceptances are of necessity at 
least two-name paper, the acceptor becom- 
ing the maker, and the payer (drawer), the 

indorser. For the reason that acceptances 

are at least two-name paper, they are pre- 

ferred as investments over single name 
paper. 

(c) Three-name paper, etc., in which 

three names are responsible for payment. 
Either notes or drafts may be signed by 
three or even more parties who are responsi- 
ble for payment. 

5. According to whether interest is paid 
at the time the note is made or at maturity. 

(a) Loans on which interest is paid at 
maturity. Interest on demand loans usually 
is paid monthly, quarterly, or upon retire- 
ment. Interest on time loans is paid quar- 
terly, semi-annually, or at maturity. 

(b) Discounts—on which the interest is 
paid in advance at the time the loan is made. 
The distinction between loans and discounts is 
merely one of difference in the time of pay- 
ment. 

Loans may also be classified according to 
(1) rate of interest; (2) location of bor- 

rower; (3) business of the borrower, and 

(4) whether eligible for re-discount with a 
Federal Reserve bank. (See Call Money 
Market, Cattle Loans, Commercial Paper, 
Credit, Discount, Eligibility, Farm Credits 
Act, Farm Mortgages, Intermediate Credit 
Banks, Limitations on Bank Loans, Line of 
Credit, Notes.) 

Loans, Participation in 
See Participation Loans. 

Lombard Street 

An expression used to denote financial 

London, corresponding to the use of Wall 
Street, which refers to financial New York. 
As described by one English writer, Lom- 
bard Street represents, “the clearing banks 
of London, the discount houses, the bill 

brokers, and all the moneyed interests.” 

London Equivalent 
The price at which a security in London 

must be quoted to equal the New York 
price, being greater or less, depending upon 

the rate of exchange, cost of shipment, loss 
of interest, etc. 

In arbitrage transactions in international 

securities, New York prices must be re- 
duced to their London equivalent in order 

to ascertain whether a profit is possible. (See 
Arbitrage, Arbitration of Exchange, Back 
Spread.) Vice versa, there is a New York 

equivalent of London prices. Tables have 
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been prepared by which these equivalents 
can be quickly ascertained for different rates 

of exchange. 
There is, of course, also an equivalent for 

all other points and currencies. (See Com- 
mercial Parities.) 

London Exchange 
See Sterling Exchange. 

London Rates 

Rates of exchange for the different classes 

of sterling bills (cables, checks, 30, 60, and 

90 day bills), etc., as quoted in London. 

London Stock Exchange 
The most important European stock ex- 

change, and one of the best-known markets 
in the world. Its membership exceeds 5,000, 
and is governed by an annually elected com- 
mittee of thirty. No person is eligible for 
membership who is engaged as principal or 
employee in any other business, or whose 
wife is so engaged. 

Members of the exchange are of two 
classes, Brokers and Jobbers. The regula- 
tions provide that (1) no member shall carry 

on business both as broker and jobber, (2) 
no partnerships between brokers and jobbers 
shall be created, and (3) no member shall 

change his status from broker to jobber or 
vice versa without first giving a month’s 
notice to the Committee. 

Brokers deal with the outside public, and 
execute their clients’ orders to buy and sell 
with the jobbers who are middlemen be- 
tween those brokers who have secuities to 
buy and those who have them to sell. The 
broker’s compensation is the commission 
charged for executing the order, while the 
jobber’s profit consists of the difference be- 
tween the buying and selling prices. Jobbers 
are prohibited from dealing with the public. 

On receiving an order from a client, the 
broker buys or sells from a jobber, as the 
case may be. Unless the client’s Limit 
(q. v.) can be met, however, the order can- 
not be executed. If the order is executed, 

the broker forwards a contract note to the 
client in which the amount due and the set- 
tlement day are indicated. 

The London Stock Exchange operates on a 
periodic instead of a daily settlement plan. 
There are two settlements per month, one 
near the middle, and the other near the end, 

of the month. All transactions within the pe- 
riod are to be settled at the next settlement 
day. There is some business done on a cash 
and immediate delivery basis, as on the New 
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York Stock Exchange. If a client does not 

wish to complete a purchase on the settle- 
ment day, his broker may arrange to carry 
payment over to the following settlement day. 
But for this service the client pays Contango 

(q. v.) 
For the method of settlement, see Settle- 

ment Days. 

Long 
A buyer or holder of stocks or bonds, 

usually on margin. One is “long” of a se-- 
curity when he owns more than he has con- 
tracts to deliver. The term is the opposite 
of Short (q. v.). When bulls have been 
buying they are long of the market or long 
of stock, and are those who have bought in 
expectation of an advance in prices. Long 
stock is held by bulls in distinction to short 
stock needed by bears. Those who are long 
of stock constitute the long interest in the 

market. 

Long Account 
First read Long. 
A term meaning the same as Long Interest 

(q. v.), which may refer to one security, or 
to the general market, and means the aggre- 

gate of securities purchased or held, usually 
on margin, in expectation of a rise. 

Long Bill (Draft) 
A long-term bill; a bill of exchange drawn 

at say, 30 days’ sight, or more. Long bills are 
usually drawn from sixty to ninety days after 
sight, and in Far Eastern shipments from 
four to six months after sight. (See For- 
eign Bills of Exchange.) 

Long-Dated Bill 
See Long Bill. 

Long Interest 
A term referring to the collective specula- 

tive ownership of a particular stock, or 
stocks in general; the aggregate holdings of 
the bull speculators. (See Long.) 

Long Market 
An over-bought market. 

bought. ) 
(See Over-~ 

Long of Exchange 
To hold more exchange on a given country 

than one has sold. 

Long of the Market 
See Long. 
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Long Pull 
An expression to denote the purchase or 

sale of a security with full expectation of 
holding it for a considerable period of time 
before a profit can be realized. A specula- 
tive commitment made with the realization 
that the position must be maintained for a 
relatively long period, and is to be distin- 
‘guished from commitments made “for a 
turn.” Thus a security is said to be a pur- 
chase or a sale for the long pull. Specula- 
‘tors for the long pull naturally anticipate a 

larger profit on a single transaction than 
those who buy or sell “for a turn.” 

Long Rate 
This term has two meanings: 
(1) In foreign exchange, the rate at 

which long bills (drawn at 30 days’ sight or 
more) and payable in another country, will 
be bought by the quoting bank or foreign ex- 
change broker. Long rates are usually 

quoted for 30, 60 and 90 day bills, and are to 
be distinguished from the rate for cables, 
checks (demand drafts) and short bills. The 
long rate is determined as follows: The 
check rate in the basic rate. To this should 
be subtracted interest at the discount rate 
abroad for the period of the tenor, and then 
add the necessary revenue stamps (in Eng- 

land, 1-20th per cent.), correspondent’s col- 
lection charge, etc. This result is subject to 

further slight modification under exception- 
ally heavy or slack demand for the partic- 
ular class of bill. 

(2) In fire insurance, a rate made for a 
premium covering a policy to remain in force 

for more than one year. Thus a long rate is 
‘given a three year policy, which is twice that 
of the annual rate. The rate for a five year 
policy is three times the annual rate. 

Long Side 
See Long Interest. 

Long Sterling 
Time bills of exchange drawn on London 

at 30 days’ sight or more. (See Long Bills.) 

Long Stock 
See Long. 

‘Losses 
The chief losses to which a bank is subject 

re: (1) bad loans and investments, (2) cash- 
‘ing forged, altered, or stop payment checks, 
(3) accepting counterfeits, (4) defalcations 

‘or thefts by dishonest employees, and (5) 
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trading losses in foreign exchange or in se- 
curities. Some of these losses can be insured 

against. (See Bad Debts.) 

Lost Bank Book 

See Lost Pass Book. 

Lost Bonds 

See Care of Securities. 

Lost Pass Book 

The loss of a pass book for a commercial 
account is of no serious consequence since the 
pass book is only a memorandum of deposits. 
It is neither a book of original entry or a 
statement of account, and if lost, can not be 
used by another person for making with- 
drawals. In checking or commercial ac- 
counts the deposit slip is the important docu- 
ment and becomes the original entry record. 
Among savings banks, however, the pass 

book is an important instrument, being at 
once a contract, and the only means by which 
the depositor makes both deposits and with- 
drawals. In New York savings bank prac- 
tice, “if a pass book is lost, the depositor 
should immediately notify the bank and if, 

after a reasonable time, the book is not found 
and the balance therein is not over $10.00, a 
receipt shall be taken for the balance, stating 
that the pass book is lost. If the balance due 
on the book is more than $10.00, and not ex- 
ceeding $50.00, the depositor shall make an 
affidavit as to the loss of the book, and give 
a receipt for the balance. If the balance due 
is more than $50.00, the depositor shall exe- 
cute to the bank a bond of indemnity for 
twice the amount of said values with sureties 
to be approved by officers of the bank. In 
all cases of lost books the account shall be 
closed and the balance, if not withdrawn, 
shall be transferred to a new account under 
another number.” 

If a savings banks book be accidentally de- 
stroyed or lost and the owner makes an affi- 
davit to that effect, and of its circumstances, 
and gives a receipt for money drawn on such 
account, such money will be paid, unless the 
case be such as to afford reasonable ground 
of suspicion or fraud. In all cases of loss 
or destruction of savings bank books, any 
officer of the bank may require a bond with 
sufficient sureties conditioned to indemnify 
the savings bank from loss by reason of mak- 
ing such payments, before the same shall be 
made.”* (See Pass Book.) 

Mt W. H. Kniffin, Jr., The Savings Bank and Its 
Practical Work, p. 168. 
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f Ww Lost Stock Certificates 
See Care of Securities. 

Lottery Bonds 
Bonds which may be called by lot for re- 

demption prior to maturity, for which the 
holder is paid in addition to the principal and 
interest a cash bounty or premium. Lottery 
bonds bear a definite number and a certain 
number is selected for repayment at a pre- 
mium each year, thus introducing the gam- 
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bling feature which makes them attractive to 
a certain class of investors. Advertisements 
of the sale of lottery bonds are prohibited 
from the United States mails and shipments 
prohibited from interstate commerce. Lot- 
tery bonds cannot, therefore, be marketed in 
this country, although they are common 
among French and Belgian internal municipal 
issues. 

Louis 
See Foreign Moneys—France. 
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Mace 

A Chinese coin. 

Mail Payment 
A means sometimes employed in remitting 

small sums of money abroad, differing in no 

essential respect from remitting by means of 
check. For example, suppose “A” of New 
York wishes to remit $100 worth of francs 
to “B” in Paris. “A” would apply to his 
bank in New York to make payment to “B” 
in Paris, requesting the bank to charge his 

account for the amount and costs. The bank 
then would ascertain the current rate for 
francs and compute the number of francs 

that $100 would buy. Supposing the rate to 
be 19.3 cents, 518.2 francs could be purchased 
for $100. To this, 25 cents would be added 
to cover postage. 

Because mail payment remittances are for 

small amounts, rates are somewhat higher 
than for checks. When mail payments are 
made in dollars, a small commission, usually 

'% per cent. is charged in addition to postage. 
The issuing bank then writes to its Paris 

correspondent asking it to pay “B” of Paris 
518.2 francs and to charge its account there- 
for. The Paris correspondent then makes 
payment by means of the most convenient 
method (a) sending “B” a check drawn on 
themselves (b) sending actual currency by 

registered mail, or (c) requesting “B” to 
call personally for the funds. 

Mail Teller 

The teller of a bank (sometimes known as 
fourth teller) in charge of receiving, assort- 
ing, proving and accounting for deposits 
which arrive by mail. Among larger city 
banks deposits from individual customers and 
correspondent banks located out of town are 
as heavy in volume as deposits received over 
the receiving teller’s window. A large clerical 
force is needed to attend, to the detail neces- 
sary to properly dispose of these deposits and 
it is the duty of the mail teller to supervise 
this work. A large part of this detail con- 
sists of assorting the checks according to the 
various collection agencies and proving the 
deposits with the deposit slips. Some will be 

collected through the local clearing house, 
others by messenger, others through the tran- 
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sit department and the home debits will be 
charged to customers’ accounts. Usually the 

mail teller also administers the work of as- 
sorting clearing house items among the vari- 
ous clearing house banks, and has charge of 

the out-going exchanges. 

Majority Stockholders 
The stockholders representing the controll- 

ing interest in a corporation. Usually own- 
ership of 51 per cent. of the stock is neces- 
sary for this purpose. 

Maker 

The person, or persons, (or corporation 
official or officials empowered to sign) who 
signs a check, draft, note or bond. Except 
in the case of a draft, the maker obligates 

himself to pay and is therefore the payer. 

The maker of a check or draft is also known 
as the drawer. 

Making a Book 
When brokers receive limited buying and 

selling orders the prices therein are entered 
in a book, or on a sheet, under the name of 
the security affected, and arranged in order 
of price points at 1-8 (or other fractional) 
point apart, from high to low. One side is 
provided for purchases, the other for sales. 
By reference to this book a broker can tell 
at a glance the amount of each stock he must 
buy at each 1-8 (or other fraction) point 
down, as the price declines and how much he 
must sell at each 1-8 point up, as the market 

advances. 

Making a Market 
A term used in several connections. It is 

essential in the flotation and distribution of 
securities that a good market be provided. A 
large percentage of many securities is held 
by speculators who borrow a part of their 
capital, and who would be unwilling to pur- 
chase securities unless a market existed for 
them, so that they can be sold when favor- 
able opportunities arise. There are two es- 
sentials in making a market for a security: 
(1) favorable publicity and (2) listing on a 
recognized stock exchange. Before a new 

issue is floated the financial press usually 
supplies considerable information concerning 
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the condition of the issuing corporation and 
the issue itself. Listing on the stock ex- 
change obviously increases the marketability 
of a security. (For the tests of eligibility 
for listing see Listed Securities.) 

The term is also employed in connection 
with unlisted securities. Whenever a broker, 

investment banker, or syndicate names a 
price at which it will buy, and another price 
at which it will sell, a certain security, a 

market is thereby made. 

Making a Price 
When a seller quotes a price which he is 

willing to accept at the request of the buyer, 
or vice versa. This term is also used of a 
practice on the London Stock Exchange 
Pain Vv.) 

Making-Up Price 
The delivery price of a security. On the 

London Stock Exchange, it is the price at 
which a security is carried over from one 
settlement day to another. 

Manifest 

A formal schedule or statement of a cargo 
taken on board a ship prepared by the mani- 
fest clerks under the direction of its master. 
It is in reality a summary of all the bills of 
lading covering the ship’s cargo, and is at 
once an operating, clearance, entry and ac- 

counting document. Its preparation is re- 
quired, and its form prescribed by the United 
States and by Governments of the various 
foreign countries. A manifest is sworn to 
before the customs’ officials of the port of 
debarkation. One copy is forwarded to the 
customs’ officials at the port of entry, an- 
other to the ship owners, and a third re- 
tained as a part of the records of the ship. 
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Manipulation 
A general term indicating in the broadest 

sense the artificial advancing and depressing 
of prices by those who have ability to do so. 
The course of prices on an organized mar- 
ket may be artificially influenced in greater 
or less degree by numerous devices, includ- 

ing pools (inside and outside), rings, cliques, 

wash sales, matched orders, bucketing, cor- 

ners, unlisting legitimate securities, and by 

disseminating “tips”, false reports, or “al- 
leged information”. While corners, bucket- 
ing and the dissemination of false rumors 

are unlawful and prohibited by exchange 

authorities, the last two methods are difficult 

to detect. In fact, it may be said that the 
flagrant circulation of false reports for the 
purpose of influencing prices has ceased, and 

by inquiring into the sources of information, 
speculators are able to distinguish between 
news items and mere rumors. The ultimate 
purpose of manipulation is to profit at the 
expense of the lambs (inexperienced specu- 

lators). Excessive or improvident specula- 
tion, whether based on unfounded rumor or 

established facts, is not manipulation. (See 
Bucket Shop, Clique, Corner, Matched Or- 

ders, Pool, Ring, Tip, Wash Sale.) 

Manuals 
Periodic publications containing financial 

statistics and other information, and used as 

reference works among financial institutions. 

Poor’s and Moody’s Manual Consolidated 
(published annually by Poor’s Publishing 
Company) recites the chief financial facts 
(history, nature of business, personnel, com- 

parative balance sheets, comparative earn- 
ings, etc.) of each of the principal railroad, 
public utility, and industrial corporations in 

the United States. 
The Investor’s Pocket Manual (published 

monthly by The Financial Press) gives a 
brief description of each company whose 
securities are listed on the principal ex- 
changes of the United States, and contains 

a record of earnings, dividends, and range 

of stock prices over a period of years. Stock 
exchange brokers usually distribute these 
manuals freely to their customers. 

The Manual of Statistics (published by 
the Commercial Newspaper Company) pre- 
sents a brief financial analysis of the lead- 
ing American corporations. 

Other manuals are as follows: 

1. Standard Statistics Company (47-49 
West St., New York City). 

Standard Corporation Bond and Stock 
Cards. 

Standard Corporation Bond Ratings. 
Standard Service on Railroads. 
Standard Daily Trade Service. 
Standard Unlisted and Local Securities 

Service. 
Standard Investment Service. 
Standard Corporation News. 

2. National Quotation Bureau (6 Cortland 

St., New York City). 
National Corporation Bond Summary. 
National Monthly Municipal Bond Sum- 

mary. 
National Stock Monthly Summary. 

3. Fitch Bond Record. 



4. Albert W. Kimber (46 W. Broadway, 

New York City). 
Kimber’s Record of Government 

(United States and Foreign). 
Debts and Other Foreign Securities 

(annual). 
5. John Burnham & Company (Chicago, 

Ill.). 
Burnham’s Manual of Mid-Western 

Securities (annual). 
6. Otis & Company (Cleveland, O.). 

Manual of Ohio Securities (annual). 

(See Business Forecasting Services, Fi- 
nancial Magazines, Financial Newspapers, 
Mercantile Agencies. ) 

Margin 

Legally, “a payment on account of a pur- 

chase,’ conferring ownership with its attend- 

ant risks and privileges upon the buyer. It is 

loosely but incorrectly referred to by finan- 

cial writers as security, equity, deposit, “the 
sum which may be lost” (Hammond), and 

“provision against loss’ (Century Diction- 

ary). It is the difference between the 
amount advanced by a banker or broker on 

securities held for speculative purposes and 

the amount at which such securities would 
sell in the market. Thus, if a loan for $100,- 

000 is collateraled by securities the market 
price of which is $120,000, the margin is 

$20,000 or 20 per cent. The margin required 

by bankers and brokers varies according to 

the nature of the security pledged, and ac- 
cording to its marketability, activity, and 
range of fluctuation. The margin on a loan 

must always be protected, 7. e., if the market 
value of securities deposited as collateral de- 
clines, additional margin is required. Obvi- 
ously the excess value of collateral over the 
loan is for the protection of the lender and 
represents a “margin of safety” or “buffer” 
to safeguard the loan. In case of a sudden 
decline in the market, unless the shrinkage 
in value of the collateral should be excep- 
tionally severe and rapid, it would still be 
sufficient to cover the amount of the loan. 
The usual margin required on stock ex- 
change loans is 20 per cent. on regular col- 
lateral and 25 per cent. on industrial collat- 
eral. (See Margin Buying.) 

Margin Account 
An account of a speculator with a broker 

for the trading of securities on a margin, as 

distinguished from purchasing securities out- 
right. (See Margin Buying.) 
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Margin Buying 
A large portion of listed stocks known as 

the Floating Supply (q. v.) are not owned 
outright but are held by speculators on mar- 

gin. In margin buying the speculator fur- 

nishes only a part of the money necessary 

to purchase the stock, the broker furnishing 

the balance. The broker obtains funds for 

carrying margin accounts from banks by re- 

hypothecating the securities purchased for 

his customers. When securities are traded 
on a margin the broker retains them as se- 
curity for the loan and since most speculators 
never intend to purchase stocks outright, 
they never actually see the securities in 
which they trade. The purpose of buying on 
margin is to increase the possibility of gain 
with the available capital resources. Ten 
to twenty per cent. is the conventional mar- 
gin upon which stock and bond transactions 
are based. 

The advantage of buying on a margin can 
be illustrated by the following example. 
Suppose a speculator with a capital of $10,- 
000 desires to purchase as much of a certain 
stock, selling at $100 a share, as possible. 
If he bought the stock for cash and delivery, 
he would be able to purchase only 100 shares. 
On a 10 per cent. margin, however, he is 
able to buy 1,000 shares, the broker putting 
up $9,000 and the speculator $1,000. In this 
way the speculator can purchase ten times 
as much stock as he could by purchasing it 
outright. If the stock enhances in value, 
say one point, a profit of $1,000 is made, 
whereas, in an outright purchase, the profit 
would be only $100. The advantage of the 
increased possibility of gain, however, is off- 
set by the disadvantage of equal possibility 
of loss, and herein lies the danger in margin 
trading. If the stock declines one point, the 
speculator loses $1,000. The broker usually 
requires the margin to be kept good, that is, 

the 10 per cent. must be continually kept at 
that point. If there is a serious decline in 
the market price of the security purchased, 
the margin may be quickly wiped out. The 
broker has the right to sell the securities 

if the margin is not kept good or a stop. loss 
order issued at the Exhaust Price (q. v.). 
In a declining market, therefore, the specu- 
lator is usually required to put up more mar- 

gin or to lose his equity in the stocks carried. 
While 10 to 20 per cent. is the customary 

margin required by brokers, each broker 
fixes his own margin requirements. Thus 
conservative brokers follow a plan something 
as follows: 

(1) For stocks selling below $25—$10.00. 
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(2) For stocks selling between $25 and 
$50—$15.00. 

(3) For stocks selling between $50 and 
$100—$20.00, and special arrangements for 
stocks selling over $100. 

Stocks which fluctuate widely, 7. e., are 
erratic, or do not enjoy a ready market, are 
not carried on margins. Again, if the broker 
feels that prices are inflated, margin re- 
quirements may be raised, or he may refuse 
to carry additional stocks on margin at all. 

Stocks bought on margin are owned by and 
held at the risk of the speculator. Divi- 
dends and all other rights declared on such 

stocks belong to him and are credited when 

received, to his account. Interest is charged 
by the broker for the amount of the cus- 
tomer’s debit balance. The rate depends 
upon the average call loan rate for the 
month, plus an additional 1 or 2 per cent., 
as a Carrying charge, but varying according 
to the size and activity of the account. 

Because of the heavy losses often sus- 
tained by speculators unable to protect their 
margins in declining markets, reformers have 
tried to prohibit margin trading by enforcing 
outright buying. Margin trading, however, 
is fundamentally as sound as any kind of 
borrowing, where collateral is pledged as 
protection for a loan. The danger of margin 
buying lies in weak or thin margins especially 
when furnished by uninitiated speculators. 
Margin buying is often referred to as specu- 
lation; outright buying as investment. (See 
Exhaust Price, Margin, Stop-Loss Order, 
Short Sale, Wiped Out.) 

BIBLIOGRAPHY 
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Margin Call 
A notice sent by a broker to a customer, 

or by a bank to a borrowing broker, re- 
quiring additional security or a partial pay- 
ment of a loan in order to offset or make 
good a loss in the value of the collateral, 

due to a decline in the market price of 
securities pledged. The following is an ex- 
ample of a typical margin notice: 

“As the present market value of the 
securities pledged to us as collateral 
against your indebtedness is not suff- 
cient to give the customary margin, 
please send us at once additional satis- 

factory securities to make good the 
margin, and oblige.” 

If additional margin is not immediately 
delivered, the broker or the bank has the 

right to sell the securities to satisfy the 
loan and any interest due, and to return 
any remaining balance to the borrower. 

Margin Notice 
See Margin Call. 

Margin of Safety 
An investment term used to denote the 

excess value of collateral over the amount 
of the loan it secures. Thus, if a $500 mort- 
gage is placed against real estate appraised 
at $1,000, the margin of safety is $500, 
which is equal to 100 per cent. or the amount 
of the loan. 

It is also used to denote the excess of 
average earnings over bond interest require- 
ments, or to denote the excess of average 

earnings over dividend requirements. 

Margin Requirements 
See Margin Buying. 

Maria Theresa Dollar 

An Abyssinian coin. (See Foreign 
Moneys—Abyssinia. ) 

Marine Insurance 
See Lloyd’s Marine Insurance Certificate. 

Marine Insurance Certificates 

After the ocean bill of lading, the marine 
insurance certificate is the most important 
shipping document which accompanies a for- 
eign bill of exchange, without which the 
shipper and the bank financing the shipment 
would take all the risks incident to marine 
transportation. Marine insurance is there- 
fore provided to cover the various marine 
hazards incident to overseas’ shipments, 
as protection to both the shipper and the 
bank which advances funds against the ship- 
ment. 

While the law holds railroads (as com- 
mon carriers and bailees) to strict responsi- 
bility in undertaking the transportation of 
goods, and makes them liable for practically 
all losses and damages, e. g., theft, break- 
age, fire, etc. (all except those caused by a 
public enemy, or the so-called acts of God), 
the Harter Act (q. v.) has relieved ocean 
carriers of many specified marine risks. To 
provide for their liability to shippers, rail- 
roads insure themselves against all risks as- 
sumed as common carriers, by blanket in- 
surance policies. Ocean carriers being re- 
lieved of responsibility for cargoes, provide 
only for insurance to cover the vessel, pass- 
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ing on the burden of insuring the shipments 
constituting the cargo, to the shippers. 

Each ocean shipment should be covered 
against general marine risks and for others 

to which it may be especially exposed, e. g., 
pilferage or breakage. The customary in- 

surance policy covers only certain risks and 
it is advisable that a proper understanding 
of the limitations and conditions of the in- 
surance be reached between shipper and 

insurance agent in order to avoid future 
controversy. Insurance is usually obtained 

from the point of origin to the ultimate des- 
tination and the insurance certificate is issued 
in the name of the shipper. An indorse- 

ment in blank is desirable just as in the case 

of a bill of lading when the documents are 

delivered to the accepting bank. 
The amount of insurance should fully 

cover the cost of the goods. It is even ad- 

visable to insure for a greater amount than 

the invoice value, say 10 per cent., to cover 
the shipper’s profit and such transportation 

charges as are already incurred. It is im- 
portant that the insurance policy cover all 
the important risks, and in time of war, war 
risk. (See Average.) 

BIBLIOGRAPHY 
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Marine Insurance Policy 
See Marine Insurance Certificate. 

Mark 

See Foreign Moneys—Germany. 

Mark-Down 

An expression used in banking practice to 

denote the re-appraisal of the value of se- 
curities pledged as collateral to stock ex- 
change loans whenever there is a_ severe 

decline in the stock market. This procedure 

is necessary whenever securities decline, say 
on an average of four points or more, as a 
protection to the bank’s loans, and out of 

recognition of the principle that margin re- 

quirements must be kept continually good. 
The procedure requires the examination of 

the collateral cards of each stock exchange 

loan, and changing the value of the securities 
to conform with the latest quotations. It is 
therefore a reinventorying of the collateral 
in accordance with the prevailing or most 
recent market quotations. When the change 

in the value of each security in the collateral 
to each loan has been noted, the total value 

of the securities is then ascertained. When- 
ever the total value of the collateral com- 
puted under the re-appraisal is insufficient 

to furnish the required margin the loan is 
under margined, and a margin notice is for- 

warded to the borrowing broker. (See Mar- 

gin Call.) 

Marked Check 

In some instances depositors have arranged 

with their banks that each check drawn by 

them shall bear a certain distinguishing mark 

known only to the depositor and the bank. 
The purpose of the marked check is to 

prevent forgery and the bank is bound not 
to pay checks ‘for such depositors which do 
not bear this distinctive mark. 

Market 

A means of trading intercourse. Although 

a market is usually thought of as a locality, 
it is rather the circumstances under which 
buyers and sellers communicate and deter- 

mine the prices of the commodities traded 

in. “A coming together of offers and de- 
mands for economic goods, irrespective of 

the physical presence of the contracting 
parties. The market may be local, national 
or international; wherever definite quantities 

of goods are bought and sold, there is a 
market, and the price at which the exchange 

is effected is the market price.’* “The 
general field within which the forces de- 
termining the price of a particular com- 
modity operate.’ “The place or conjunc- 
tion of means through which buyers and 

sellers are brought together for the ex- 
change of economic goods.’’+ 

There are several classifications of mar- 
kets. The chief classification is that based 
upon the kind of commodity traded in, e. g., 
stock market, produce market, grain market, 
money market, cotton market, live stock 

market, real estate market, wool market, lum- 

ber market, foreign exchange market, etc. 

Markets may be formal or organized, and in- 

formal or unorganized. When organized, 
they are usually called exchanges, e. g., the 

New York Stock Exchange. The markets 
for foreign exchange, wool, lumber, etc., are 

unorganized. Organized markets are closed, 
while unorganized markets are open; that 
is, trading in the former is limited to mem- 

bers of the exchange, while in the latter, 
trading is open to everybody. 

*R. T. Ely: Outline of Economics, p. 154. 
+ H. R. Seager: Principles of Economics, p. 110. 

, | 
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Markets may be classified in accordance 

with the breadth of the demand for vari- 
ous products, e. g., world, national, and local 

market. With the perfection of the means 

of communication, many commodities now 

enjoy a world market, e¢. g., international 

securities, sterling and dollar exchange, 
wheat, cotton, wool, etc. A national mar- 

ket is one in which a commodity is traded 
in only within the borders of one country. 
A local market is one in which commodities 
are exchanged only within a restricted area. 

Markets are primary and secondary. A 
primary market is one located in the centers 
of consumption where large quantities are 
available for distribution and stored in ware- 
houses, elevators, or railroad or shipping 
terminals. Chicago is a primary market for 
wheat and other grains. A secondary mar- 
ket is one near the points of production. It 
is the place where commodities are collected 
and not distributed. A small prairie town 
would be a secondary market. 

Markets are also continuous and discon- 

tinuous. The New York Stock Exchange 

provides a continuous market for listed 
stocks and bonds. The market for unlisted 
stocks and bonds is discontinuous. An auc- 
tion is a discontinuous market. (See Auc- 
tion, Chicago Board of Trade, Marketability, 
Market Price, Market Value, New York 
Curb Market, New York Cotton Exchange, 
New York Consolidated Stock Exchange, 
New York Coffee and Sugar Exchange, 
New York Produce Exchange. ) 
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Marketability 
The relative ease with which a security 

or commodity can be sold. In purchasing 
securities, one of the most important fea- 
tures to be considered is marketability. An 

investor, whether private or institutional, 
may be suddenly confronted with a need for 
cash, and in an emargency the advantage of 

possessing marketable securities is apparent. 
Of all forms of investments, listed active 

stocks and bonds enjoy the greatest market- 

ability, the degree of marketability depend- 

ing upon the degree of their activity. Mar- 
ketability is also essential in imparting to 
a security acceptability as collateral, 7. ¢., 
Hypothecary Value (q. v.). 

The marketability of commodities depends 
upon competition, demand, supply, location, 

seasons, quality, policy of middleman, etc. 
Trade channels for various commodities are 
standardized and markets must be studied. 
Some manufacturers sell directly to con- 
sumers by mail, others through jobbers, and 
still others through retailers, oftentimes 
maintaining their own retail organization. 

Salesmanship and advertising are modern 
devices for increasing the marketability of 
commodities. 

Fixed assets, especially real estate, have 
low marketability and ordinarily consider- 
able time is required in order to dispose of 
them. In the case of real estate, moreover, 

the title must be searched and deed re- 
corded, whereas transfers in securities and 

commodities can be made without these pre- 

liminaries. (See Market.) 

Market Averages 

One of the chief barometers upon which 

investors and speculators rely in making 

market commitments. Although the prices 

of securities fluctuate according to the par- 
ticular conditions affecting them, it is well 

known that in the case of stocks especially, 
prices rise and fall sympathetically. So true 
is this phenomenon that the Street speaks 
of the entire market as being bearish or 
bullish, or that average prices in general 
are too high or too low. This sympathy in 
price movements is but a corollary of the 
principal of interdependence of all industries, 

and of solidarity in the commercial and 
economic structure. Economic conditions 
that tend to cause an increased volume of 
business and increased earnings in one in- 

dustry, tend also to better the earnings of 

others. 

By studying the average prices of groups 
of stocks or bonds over a period of time, 
superior insight may be had into the high 

and low average prices for a given “major 

swing’, or Speculative Cycle (q. v.). Finan- 

cial magazines and newspapers publish daily 

averages of both stocks and bonds. It is 

customary to furnish averages for a certain 

number of (1) railroad stocks; (2) indus- 

trial stocks, and (3) all stocks, the latter 
being an average of (1) and (2) combined. 

If, for imstance, the average of industrial 
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stocks should be twice that of a year ago, 
it is probable that the initiated speculator 
will refrain from making purchases. Indeed, 
if other barometers indicate that business is 
due for a slump, that prices are declining, 
and that earnings are likely to be curtailed, 
it may be time to sell. 
Average bond prices fluctuate, not so much 

in accordance with business conditions, as 
with interest rates. This is particularly 
true of Government and municipal bonds, 

and of high grade corporation bonds where 
the interest charges are well below average 
earnings. Among the more speculative bond 
issues, prices are considerably influenced by 
business conditions, as well as by interest 
rates. Since average bond prices are chiefly 

influenced by changes in interest rates, they 
are much more apt to move sympathetically 
than in the case of stocks which tend to 
move by groups. In preparing averages of 

bond prices, it is usual to furnish separate 
averages for at least four groups, vvz., rail- 
roads, industrials, public utilities and munici- 

pals. Separate averages may also be fur- 
nished for United States Government and 
foreign Government bonds, as well as for all 
bonds. 

Average prices for stocks and bonds are 
compiled by practically every financial news- 
paper and magazine, including the leading 

daily newspapers of the principal cities. 

Market Letters 

Practically every brokerage house issues 

a daily market letter which it posts in its 

customers’ room for the information of its 

clients, and transmits by telegram to its 

branch offices. Such a letter is a_ short 

resume of the more prominent political, 
business, financial, and technical market fac- 
tors bearing upon the immediate price trend. 
Advice is sometimes given as to commit- 
ments, recommendations for purchase and 
sale in certain groups or specific securities, 
being volunteered. os 

In addition to the daily market letters 
described, many brokerage houses publish a 
more or less elaborate review every week 
or month. Such reviews contain a summary 
of business and financial conditions, analyses 
of particular stocks or bonds which the 

house favors, opinions of leading financial 
writers, statistical charts, and special fea- 
tures. 
A resume of the leading financial and 

commodity markets appears in the news- 
papers of the larger cities as a regular de- 
partment. Monthly business reviews are 

published by all of the 12 Federal Reserve 
banks, and by many of the metropolitan 
commercial banks. 

The following is a specimen market letter : 
“In summing up it is more and more ap- 

parent every day that conditions affecting 
stock exchange securities are strongly char- 
acteristic of the early stages of a major 
advance in prices. One might say that we 
are now in the creeping stage. Improve- 
ment has been going steadily on for three 
months. Stocks have been passing from 
weak to strong hands. The market is un- 
doubtedly in the early accumulative stages. 
The distributive period will probably come 
next year. I would not hesitate to buy 

good stock in all groups of the list. There 
are some industrials, however, that do not 
appear to be out of the woods. Just when 
it will come it is difficult to say. Copper 
stocks are steadily growing in public favor. 
They are very cheap and have great possi- 
bilities in my opinion. There promises to 
be spectacular bullish operations in the oil 
group. Steel and railroad equipment shares 
appear to be in a promising position.” 

“Some time early in the year, probably 
after disappointing reports of corporate 
earnings during this year’s liquidation of 
commodities have been read and digested, 
we believe a distinct business revival will 
be under way. Important manufacturers 
tell us their plans are based on this expecta- 
tion and we think they are warranted.” (See 
Business Forecasting Services. ) 

Market Off 

An expression used to denote that the 
prices on a stock exchange have declined for 

the day. 

Market Order 

An order given to a broker to be executed 
at the best price obtainable for the particu- 
lar security or commodity immediately after 
its receipt. If no price is stated in an order, 
it is always understood to be “at the market’. 
(See Orders.) 

Market Price 

The price which is currently being real- 
ized for a particular security or commodity. 
(See Market Value.) 

Market Price of Bullion 

See Mint Price of Gold. 

Market Price of Gold 
See Market Ratio, Mint Price of Gold. 
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Market Rate of Interest 

A term used to denote the rate of interest 
charged by banks for different classes of 
loans, different rates being quoted for call 
loans, time loans (with mixed, industrial and 
Government bond collateral), commercial 
paper, bankers’ acceptances (eligible and in- 
eligible), etc. (See Bank Rate, Interest 
Rates, Money Market, Rediscount Rate.) 

Market Ratio 
A term, also known as the commercial 

ratio, to denote the ratio at which equal 
weights of gold or silver exchange in the 
market, as distinguished from their coinage 
or mint ratio. Since the success of bimetal- 
lism depends upon the maintenance of 
equivalence between the market and mint 
ratios of gold and silver, the governments 

which formerly adopted the bimetallic stand- 
ard attempted to establish a mint ratio equal 
to the current market ratio. Experience 

shows, however, that the market ratio of 
gold and silver varies according to the de- 
mand and supply of these commodities, the 
extent of the variation in the average market 
ratio from year to year shown in the fol- 
lowing table, explains the impossibility, from 
a practical point of view, of keeping the 
two ratios uniform: 

Year Ratio 
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tp WANDS 2 E80 EAT EB Eratlee QP lope th lied: 15.70 
AS Ue a a Re lot bie ARE i Ma 15.70 
Tat RS IR Ea aati: APNE ea ar eee ae 15.29 
{Bag ele AG lr at ee 15.44 
DA eae deka ie Sedona thoncarahseye 15.57 
Aer a, Taal d, (uit Ata ea 16.50 
Lt OH ole SOR aS Ey aa Lee 
De RE aniecienttae omeresest's 17.94 
LES AE LE tae ac tl A RA 18.40 
ALG oS etd Sp ee ee 18.05 
ROE ie A a aa A 9 a 18.16 
DIESE od eo ed oR? ey sao ON 18.10 

USES SE oe Po ek ee ee 18.64 
(12 CRESS Se SSR Yer See 18.57 
CA REG SC ES aa nee sae 19.41 
BO Sb tet ccih vevkwcatinssicevve utahvaceb nis 20.78 
RR etc Arsh vearstas aces Give.3 Zits 

PRES echele haath oe ees tian sake cusnneosaetlosnes 21.99 
Ui) Eye Bila RO. Sy en 22.10 
TSO) tirccasttaatvcs rombthi ase otk eosboanen 19.76 
Bre List eh etd eh Malin tte rissdoties 20.92 
(ts dae Ae RY «Cece ech Te Oe are Pe Be is 
118 Ria Woe Peay Cte a Oe Ge A 26.49 
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Year Ratio 
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UA eee tases cee sate tethbacbdaies 39.15 
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I AGh, UR ae As Bincaicckvecebea iad cette 18.44 
| Ba nee AES Eo deg ise Rent OA I 20.27 
(LAN Wirth aL Ale SEC Ta aR eer a 32.99 
UA eta UMN Tee SE ER a a ane Ra 30.59 

(See Mint Ratio.) 

Market Sentiment 

The prices of securities on a stock market 
are affected by many factors commonly re- 
ferred to as “sentimental,” which exert con- 
siderable influence in the determination of 
prices. An unfavorable earnings report of 
a large corporation, for instance, tends to 

depress prices, even though the general out- 
look is favorable. A sudden reduction in 
the call money rate sentimentally would have 
a favorable influence upon prices, even 
though the lower rate may later prove to be 

. only temporary. Likewise strength or weak- 
ness in the grain and cotton markets and 
in the foreign exchanges are likely to im- 
part strength or weakness to the stock mar- 

ket, even though the connection between 
them is remote. 

The term is used also to denote the gen- 
eral tone or feeling of operators toward the 
immediate future course of prices. Thus, 
market sentiment may be bullish (cheerful), 
bearish (gloomy), or mixed (divided) for 
the current day, immediate future, or for the 
“long pull’. 

Market Spots 
See Spotty. 
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Market Swings 
See Business 

Swings. 

Cycle, Speculative Cycle, 

Market Value 

The current or prevailing price of a se- 

curity or commodity as indicated by current 

market quotations, and therefore the price 

at which additional amounts presumably can 
be purchased or sold. At any given time, 
the market value of a given security is 
taken to be that indicated by the last sale; 
inactive securities, where no current quo- 
tations are available, the latest bid price. In 
the case of unlisted securities, the market 
value may be determined by the last private 
sale, or by competent appraisal. The market 

value constantly fluctuates in active issues 
and may change frequently during the course 
of a single day’s trading. 

Marking Down Rates 
An expression used in banking practice to 

indicate the reduction in the rate charged 
on outstanding call loans. It is usually the 
practice for brokers who have borrowed call 
money to ask the lending bank for a decrease 

in the rate when the renewal rate is re- 
duced to a rate below that at which the 
loan previously stood. Some banks automati- 
cally mark down the rate on standing call 
loans when the renewal rate changes in 

favor of the borrower. (See Call Loan.) 

Marking Time 
An expression used to denote that prices 

on a stock or produce exchange are with- 

out definite trend; a hesitating, stationary, 
unchanged, trendless condition preparatory 

to a move. Such a market exists when 
there is no change in fundamental conditions 
to warrant changes in prices, and operators 
are waiting for events capable of either 
favorable or unfavorable interpretation, in 
the meantime preferring to proceed experi- 

mentally. 

Marking Up Rates 
Banks lending call money notify the bor- 

rowing brokers whenever the renewal rate 

on outstanding call loans is changed to a 

higher: figure than that at which the loan 

was originally arranged or previously 

standing. (See Call Loan.) 

Markka 
See Foreign Moneys—Finland. 
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Mark Signature 
When a person is unable to write his own 

name, his signature to any legal instrument, 
e. g., check, note, mortgage, passbook, etc.,. 

is afixed by means of a cross or other dis- 
tinguishing mark. The name of the signer 
is then written next to the mark by a witness. 

in the following manner: 

his 
John #4 

mark 
Johns 

The witness signs his own name as witness. 

Savings banks which serve communities. 
where illiterates are numerous, must provide 
for mark signatures, or other means of 

identification. Usually the mark signature 
is supplemented by additional data which 
may be used as a basis for test questions for 
the purpose of future identification. Such 

data usually consist of recording the age, 
date of birth, father’s name, mother’s name, 
occupation, color of eyes, color of hair, 
height, distinguishing marks, etc. When the 

passbook is presented for the purpose of 
withdrawing money, test questions are put 

to the customer based upon the foregoing 
data. (See Finger Print Identification.) 

Matched Orders 

A form of Manipulation (q. v.) by which 
an operator buys a particular stock from 

one broker and sells it through another, thus 
artificially giving the appearance of activity. 

The purpose of matched orders is to induce 
buying of the stock by the public as a re- 
sult of the display of activity and change 
in price and unloading when the price has 
risen sufficiently to permit a satisfactory 

profit. The brokers receiving the orders to 
buy and sell usually have no knowledge of 
the purpose of the transaction, and carry 
out their orders in good faith. This is an 
expensive method of manipulation and is 
likely to prove costly for the unsuccessful 
manipulator. 

Maturity 

The terminating or due date of a note, 

time draft, acceptance, bill of exchange, 
bond, etc. The date a time instrument of 
indebtedness becomes due and payable, e. g., 

a 60-day note becomes due and payable at 

the expiration of that period. A check, or 

sight or demand instrument matures upon 
presentation for payment. 

Time drafts or bills of exchange drawn, 
e. g., 30 days after sight, mature 30 days 

after presentation for acceptance, the ma- 
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turity being fixed by computing the date 30 
days thereafter. Time drafts should there- 
fore be presented for acceptance as soon as 
possible, whenever it is desirable to bring 
the maturity at the earliest possible date. 
(See Days of Grace.) 
As to maturity, bonds may be classified in 

four groups, viz.: (1) obligatory maturity 

without provision for prior redemption; 
(2) obligatory maturity with prior redeem- 
ability with or without a premium; (3) in- 
determinate maturity, 7. ¢., no definite ma- 
turity indicated but redeemable after a cer- 
tain date at the option of the issuer; (4) 
perpetual bonds issued without provision for 
optional or obligatory maturity, except in 

case of default in interest payments. It is 

commonly supposed that stock issues never 
mature, but this is not the case. Some com- 
mon issues and many preferred issues are 
issued subject to redemption, in whole or in 
part, and usually at a premium. (See Prior 
Redemption. ) 

Maturity Index 

See Tickler. 

Maturity Tickler 
A record kept for the purpose of indicat- 

ing the date upon which each loan, bill dis- 

counted, bond investment, or other time in- 

strument matures. (See Tickler.) 

McLean-Platt Act 

An Act passed September 17, 1919, under 
which National banks, without restriction to 

the amount of their capital and surplus, were 

permitted to subscribe in amounts not ex- 

ceeding 5 per cent. of their capital and sur- 

plus to the stock of foreign banking cor- 

porations, as a further means of providing 
for the capitalization of institutions engaged 

in financing foreign trade. This Act was 

superceded by the Edge Act (q. v.). 

Mechanic’s Lien 

A claim created by statute law in most 
states, existing in favor of mechanics or 

other persons who have performed work or 

furnished materials in and for the erection 

or repair of a building. A mechanic’s lien 

attaches to the land as well as to the building 

It is a preferred claim and secures to the 

holder priority of payment, 7. e., payment be- 

fore other secured and general claims, except 

taxes. 
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Meet 

To fulfill one’s financial obligations, e. g., 
paying off a maturing loan or taking up on 
the delivery date securities previously con- 
tracted for. 

Meetings 
See By-Laws. 

Melon 

A stock market expression to denote a 
stock dividend or large extra cash dividend. 
When any extraordinary disbursement of 

corporate profits is declared, the directors are 
said to have “cut a melon.” 

Member Banks 

The Federal Reserve Act states that “the 
term, ‘member bank’ shall be held to mean 

any national bank, state bank, or bank or 
trust company which has become a member 
of one of the reserve banks.” Since all Na- 
tional banks are required to join the Federal 
Reserve System, they are ipso facto, member 
banks. 

Mercantile Agencies 
Companies engaged in the business of sup- 

plying credit information. Mercantile agen- 
cies are of two classes, general and special. 
Of the general agencies, Bradstreet’s and R. 

G. Dun and Company are the oldest, best 
established, and most generally used. These 

companies have been in existence for well 
over 50 years (the first general agency being 
started in New York City in 1841), and the 
entire country is served by their many 
branch offices. Their services are national 
in scope and they are prepared to issue re- 
ports on practically any business house (pro- 
ducers, manufacturers, jobbers, wholesalers, 

retailers, brokers, and traders) in the United 
States. Special agencies are those that limit 
their services to a single or related lines of 
trade, and operate nationally or in a local 
field. Practically every trade association in 
the country has organized its own credit in- 
formation exchange bureau, e. g., The Iron 
and Steel Board of Trade, which specializes 
in the collection and dissemination of infor- 
mation upon names in those trades. 

The general mercantile agencies furnish 
reports of two kinds, general and special. 
The general reports are contained in the ref- 
erence or credit rating books, which are pub- 

lished quarterly. These books are leased 
(not sold) to the subscribers, and contain 
nearly 1,900,000 names. Each name is given 
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a capital and credit rating. The capital rat- 
ing is based on the information contained in 
the financial statement which the agency en- 
deavors to procure from each listed name 
every six months. The Credit Rating (q. v.) 
denotes the grade of credit to which the 
name is entitled in the opinion of the agency 
as a result of its investigations. 

The special reports are usually limited to 

certain lines of business or to the more im- 
portant names, but the general agencies do 
not attempt to furnish such reports on all 
names. Special reports are obtained under 
contract, the price varying with the number 
requisitioned per year. The information fur- 
nished in special reports is of a general na- 

ture, but oftentimes quite extensive. As a 
rule these reports embody the following 
points: history, antecedents, and past record 
of the concern; present personnel; nature of 

the business; latest statement; total assets 

and liabilities from previous statements; lo- 
cation of properties; character and capacity 
of management; fire record; court record; 

general credit standing; opinion of the trade; 
and business outlook. From the standpoint 
of a bank undertaking a credit investigation, 
the special reports of the agencies are valu- 
able in (1) furnishing the history of the 
concern; (2) in furnishing ‘leads’ which may 
serve in detecting other important informa- 
tion, and (3) in corroborating information 
obtained from other sources. 

Information obtained by the mercantile 
agencies is collected from various sources: 
(1) direct investigation of the name; (2) 

trade creditors and banking connections; (3) 
public records, and (4) insurance records. 

These agencies maintain a corps of reporters 
who call on the trade, and written quesion- 
naires are forwarded semi-annually to all 
business houses throughout the country to be 
answered and returned. Most business men 
recognize the value of establishing and main- 

taining their credit position, and consequently 
are willing to accede to the request of mer- 
cantile agencies for information. If this in- 
formation cannot be secured directly, the 
facts are obtained from neighboring busi- 
ness houses or banks in the community. 

Public records are also investigated. Usu- 

ally the county clerk of each community is 
engaged to forward a report upon all items 
of interest to the central office of the agency. 
In larger cities, agencies engage their own 

representatives to search these records. For 

instance, the records of the County Re- 
corder’s Office are searched for mortgages 

and other encumbrances, and various court 
records are searched for suits in civil or 
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criminal cases, petitions and discharges in 
bankruptcy, and judgments and appeals. 

The investigation of losses by fire, burg- 
lary, etc., constitutes an important part of the 
work of the general agencies. By special 
arrangement with the fire patrol of each 
city, local and national boards of fire under- 
writers, city and state fire marshals, and in- 
surance companies, agencies are able to se- 
cure a vast amount of information concern- 
ing business insurance. Whenever a fire oc- 
curs, reports are made by the city fire patrol, 
local board of fire underwriters, etc., so that 
the agency can determine the amount of the 
loss, whether insured, and the extent of the 
fire adjustment, so that the net loss can be 

established. 
Among the more important special agen- 

cies, whose services are national or local in 

scope and used by the trade, banks, and finan- 
cial institutions are the following. 

1. National Credit Office—Reports on 
many kinds of business houses, particularly 

textile houses and commercial paper names. 
2. The Bankers’ and Manufacturers’ Mer- 

cantile Agency—Reports on names in the 
leather trades, and commercial paper names. 

3. The Commission Credit Bureau (Myers 
and Browning Division)—Reports on dry 
goods and textile names. 

4. Iron and Steel Board of Trade—Re- 
ports and rating book on concerns engaged 
in the manufacture and sale of iron and steel 
products. 

5. Bishop’s Service; Proudfoot’s Com- 
mercial Agency; Frederick O. Brown’s Ser- 
vice—Reports on individuals and companies 
engaged in financial, brokerage, and promo- 
tion lines. 

6. Alfred M. Best Company—Reports on 
insurance companies, insurance brokers and 
agents. 

7. Underwriters and Commercial Bureau, 
Inc.—Reports on fire losses and adjustments 
for all trades. 

8. Drug and Chemical Mercantile Agency, 
Inc.—Reports on.drug, chemical and allied 
trades. 

9. Graphic Art’s Board of Trade and 
Typo Mercantile Agency—Reports on paper, 
printing, publishing, stationery and paper box 
names. 

10. New York Credit Clearing Exchange 
—Telephonic reports on trade names with 
particular reference to banking connections. 
(See Business Forecasting Services. ) 

Mercantile Paper 
Notes, acceptances, and bills of exchange 

made or indorsed by concerns engaged in 
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the jobbing, wholesaling, or retailing of com- 
modities, as distinguished from’ obligations 
arising out of the production or manufacture 
of commodities. The short-term obligations 
of a wholesale grocery would be mercantile 
paper, whereas that of a farmer or steel 
manufacturer would not. Mercantile paper 
is a sub-classification of Commercial Paper 
(ay va). 

Merchandise Turnover 

The rate at which the stock of merchan- 
dise of a concern is moved. It is also known 
as the “momentum of sales,” or sales to mer- 
chandise ratio. The merchandise turnover 
is properly determined by dividing the annual 
cost of goods sold by the average inventory, 
but in practice, it is usually computed by di- 
viding the annual net sales by the average 
inventory. 
The merchandise turnover varies in differ- 

ent lines of business, each having a standard 
peculiar to itself. The merchandise turnover 

among wholesale groceries is naturally 
greater than in ship-building, jewelry, or fur- 
niture business. It may be from seven to 
twelve in the former and two in the second 
and third. This ratio is an important barom- 
eter of the internal condition of a single 
business, and taken in the aggregate, it is a 
barometer of general business conditions. It 
is an indicant of overstocking or slow mer- 
chandising, or of rapid moving of goods ac- 
cording to whether the ratio is high or low. 
No greater amount of capital should be tied 
up in inventories than necessary and_ the 
faster goods can be “turned”, the greater the 
profit on the capital invested. Assuming the 
same margin of gross profit or “mark up”, 
it is more profitable to move $50,000 of 
goods twenty times a year than $100,000 of 
goods ten times, because in the first instance 
the business can be carried on with half the 
capital of the second. When the merchandise 
turnover is relatively high, it indicates the 
capacity of the management to move its 
goods quickly and discloses a favorable con- 
dition. 

In analyzing credit risks, wherever the 
merchandise turnover is high, insistence on a 
high current ratio is less important. 

Merger 
A combination of two or more corpora- 

tions into one business unit which retains the 
name of one of the merged corporate units. 
In a merger there is an outright ownership 
of the combined units, whereas in the case of 
a Holding Company (q. v.) control of the 
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combined properties is usually secured 
through a partial or majority stock owner- 
ship. 

The banking laws permit National banks 
to merge with other National banks and 

most of the state banking laws accord state 
banks the same privilege. Important restric- 

tions, however, are imposed upon branch 
banks. (See Branch Banking, Consolidation 
of Banks.) 

Messenger 

A name given to certain employees of 
banks and brokerage houses. The chief 
function of bank messengers is to collect 

items (checks, notes,.acceptances, etc.), not 
drawn on clearing house banks and not col- 

lectible through the clearing house, by direct 
presentation. They also collect special items 
drawn on individuals, brokers, corporations, 
etc., e. g., arrival drafts and drafts with 
stocks and bonds attached. Collections made 
by messengers are frequently known as col- 
lections by hand. The larger banks maintain 
a large corps of messengers, usually under 

the supervision of the city collection or note 
teller’s department. They are given specific 
instructions, are not allowed to use their own 

discretion, may accept only cash or certified 
checks in payment of items and must demand 
the return of all unpaid items. 

Brokers’ messengers are employed to effect 
the transfer and delivery of securities, and 
are frequently entrusted with large amounts 
of valuable papers. Protection from possible 
loss by the dishonesty of messengers should 
be provided through fidelity and theft in- 
surance. 

Metal Exchange 
See New York Metal Exchange. 

Methods of Trading 
There are four methods of trading on the 

New York stock exchange; (1) for cash or 

outright purchase; (2) regular way; (3) at 
3 days; (4) buyers’ and sellers’ options. 
When securities are bought for cash the 
seller must deliver them to the buyer and 
payment be made by certified check on the 

day of the transaction. If the stock is to be 
transferred to the customer’s name, the cer- 

tificate or certificates are taken to the trans- 
fer agent’s office and a new one issued in 

place thereof. This may require several days. 
Stock certificates cannot be transferred when 
the books of the corporation are closed. 
(See Books Close.) 
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When securities are bought in the regular 
way, delivery by the seller and payment by 
the buyer must take place before 2.15 P.M. 
on the next business day following the trade. 
If the trade occurs on Friday or Saturday, 
delivery and payment are made on Monday. 
The great majority of transactions are con- 

summated by this method. 
When securities are purchased at three 

days, delivery and payment must be made on 

the third business day after the trade occurs. 
When securities are bought or sold on op- 

tions, the period specified may be not less 
than four or more than sixty days. Within 
this period the buyer in a buyer’s option has 
a right to demand delivery of a certain num- 

ber of shares at a stipulated price, should he 
so desire. Buyers’ and sellers’ option con- 
tracts must be written. (See Option.) 

Mexican Money 
See Foreign Moneys—Mexico. 

Milking 
An expression used to denote the process 

employed by the management of some com- 
panies of exploiting their business by squeez- 
ing the last cent of profit from operations, 

e. g., by failing to reserve a part of earnings 

for expansion and improvements, not charg- 
ing sufficient depreciation, or by other im- 
proper, although perhaps legal, accounting 
methods. The term is usually applied to the 
directors of public utilities, whose financial 
practices tend to enrich the stockholders at 

the expense of the public through malman- 
agement rather than mismangagement. 

Mill 
A theoretical monetary unit of United 

States currency, having a value of one-tenth 
of a cent. It is not coined, but is used in 

money calculations where precision is re- 
quired. 

Millieme 
An Egyptian coin. 

—table 2.) 

Milling 
The ridged or furrowed edge forming the 

curcumference (rim) of gold and _ silver 

coins. The nickel and bronze coins of the 
United States are not milled. The purpose 
of milling is to prevent the clipping or filing 
of the edges and the sale of such clippings by 
dishonest persons, by making the filing or 
mutilation so obvious that the coin could not 
be easily passed. Coins are designed to be 

(See Foreign Moneys 
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thickest at the edges in order to better pro- 

tect the engraved figures on the obverse and 
reverse surfaces. (See Abrasion, Coinage.) 

Milreis 
A Brazilian and Portuguese money. 

Foreign Moneys—Brazil, Portugal.) 
(See 

Mining Securities 
The stocks and bonds of coal, copper, sil- 

ver, lead, zinc and gold mining companies. 

In general, this class of securities is the most 
speculative of all, especially if the properties 
are undeveloped. In considering the pur- 
chase of mining securities, one should care- 
fully distinguish between producing and un- 
developed companies. Babson distinguishes 
between (1) producers and dividend payers; 
(2) producers and non-dividend payers; (3) 

corporations in the development stage which 

may or may not produce, and (4) prospects, 
consisting of leases or options upon property 

thought to contain mineral deposits. 
In computing the worth of producing min- 

ing properties, the most important factors to 
consider are: (1) the extent of ore reserves; 
(2) the cost of mining a given unit in com- 
parison with its selling price, and (3) the ac- 
counting policy with regard to Depletion 

(Pavey, 

Nowadays it is usually implied that mining 
technology has advanced to a point where ore 
reserves can be exactly estimated. This is 
far from the truth, especially in the case of 
precious metals, where there is no way of de- 
termining the length of a vein. In the case 
of coal and copper, however, more or less 
accurate estimates can be made. 

There is a wide difference in the cost of 
production of a given mineral from mine to 
mine. Copper producing companies are re- 
ferred to as high and low cost producers, 
the porphyry mines being the high cost, and 
the Upper Michigan and Montana mines be- 
ing the low cost, producers. 

When the raw material, coal or ore, has 
been extracted from a mine, the property, in- 
cluding the machinery and shafts, is almost 

worthless. It is specialized machinery, and 
its cost to move would be nearly as much as 
it is worth. For this reason, a mining com- 
pany must provide, in addition to earnings, 
an amount sufficient to liquidate the original 

investment. In order to retire its bonds and 
stocks a mining company must formulate a 
policy of depletion which will permit setting 
aside out of earnings periodically a sum 
which, when the mineral assets have become 
exhausted, will equal the original investment. 

The perfection of the depletion policy de- 
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pends upon the accuracy in estimating ore 
reserves, and too much reliance should not 

be placed upon the engineer’s estimates. 
Many mining companies do not make charges 
for depletion and therefore do not build up 
depletion reserves. When this is the case, no 
bonds should be issued and dividends upon 
stocks of such mining companies should be 
regarded not only as a return on investment, 

but also as a return of investment. 
Mining bonds are not numerous among 

mining companies as a class, but a few of the 
large coal and copper companies have issued 

them. Mining bonds should always be of the 
sinking fund variety, which provide for the 
periodic setting aside out of earnings sums 
with which to retire the bonds in proportion 
as the mineral assets are extracted. Sinking 
fund reserves should be deposited with a 
trustee. 

Minor Coinage Profit Fund 
The profit which the Government makes 

in coining Minor Coins (q. v.) from copper 
and nickel metal. It is equal to the differ- 
ence between the value of the coins and the 
commercial value of the bullion used in their 
coinage. This amount is placed in the minor 
coinage profit fund. 

Minor Coins 
The nickel five-cent piece and the bronze 

one-cent piece. (See Bronze Coins, Nickel, 
Token Money.) 

Minority Stockholders 
A term used to denote the interest of those 

owning less than 50 per cent. of the stock of 
a corporation. Oftentimes the majority of 
the stock of a corporation is held by another 
corporation, or by a few individuals who 
thereby control its policy through the voting 
power of the stock they own. By means of 
cumulative voting, minority stockholders fre- 
quently can elect one or more directors at the 
annual meeting, provided they hold a fair 
proportion of the stock. Whenever the by- 
laws of a corporation permit cumulative vot- 
ing, an important advantage is given to the 

minority stockholders. 

Mint 
A place where metallic money is manufac- 

tured or coined. The United States mint is 
one of the bureaus under the Treasury De- 
partment and is headed by the Director of 
the Mint who is under the authority of the 
Secretary of the Treasury. The United 
States mints are located at Philadelphia, San 
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Francisco and Denver. Those located at 
New Orleans and Carson are bullion pur- 
chasing mints and are not now operated as 
coinage mints. 

Mint Check 
A check drawn on the U. S. Treasurer in 

payment for gold deposited at a mint. 

Mint Fine Bars 
Bars of gold or silver of 0.992 fineness and 

upward. 

Mint Mark 

The mark on a coin which indicates the 

mint at which it was made. 

Mint Par of Bullion 

See Mint Price of Gold. 

Mint Par of Exchange 
The ratio of one country’s standard unit 

to that of another country on the same me- 
tallic basis; the bullion value of the monetary 
unit of one country expressed in terms of 
that of another. For any given nation it is 
determined by dividing the weight of pure 
gold contained in its standard coin or mone- 

tary unit into the weight of pure gold con- 
tained in the standard coin or monetary unit 
of another, the value of the alloy being dis- 
regarded. For instance, the mint par of ex- 

change of the pound sterling with the United 
States dollar is $4.8665, meaning that there 
is 4.8665 times as much pure gold by weight 
in the pound sterling as in the United States 
gold dollar. The mint par of exchange 
never varies unless one country alters its 
coinage regulations. The mint par is distin- 

guished from the commercial rate, which is 
not fixed but normally fluctuates in accord- 
ance with the supply and demand of bills of 
exchange and other factors. (See Commer- 
cial Parities, Long Rate.) 

(For the Mint Pars of Exchange of the 
standard coins of the principal foreign coun- 
tries, see Foreign Moneys. ) 

Mint Price of Gold 
The coin equivalent of a given weight of 

gold of standard fineness (9-10 fine). In the 
absence of a seigniorage charge it is really 

not a price at all, but a fixed amount which 
the assay offices and mints are indirectly re- 
quired by statute to pay for any given weight 

of gold of standard or other fineness. The 

law declares that the value of 23.22 grains 
of pure gold, or 25.8 grains of standard gold, 
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shall constitute the dollar, the monetary unit 
of value of the United States. Since 23.22 
grains of pure gold is equal to $1.00, the 
assay offices or mints will receive and pay for 
pure gold at the rate of $20.67 per fine 
ounce. This is determined in the following 

manner. Since there are 480 grains in one 
ounce and 23.22 grains equal $1.00, it will 
take $20.67 to buy 480 grains, i. e., 480 di- 
vided by 23.22. $18.60 is paid per standard 
ounce (0.900 fine), this amount being exactly 
9-10 of $20.67. Slight coinage charges are 
made when gold offered is less fine than 
standard gold. 

Payment for gold sold at the assay offices 
or mints may be received in fine bars, gold 
coin, or by check upon a Federal Reserve 
bank, or the United States Treasurer through 
a Government depository. 

The mint price of British standard gold 
bullion (11-12 fine) is £3 7s 10%d. The 
Bank of England is required by law to pay 
£3 7s 9d an ounce for standard gold (11-12 
fine), being 1%d less than the actual mint 
price. Payment may be received in bank 
notes or gold coin. 

Mint Ratio 

The ratio at which the weight of the gold 
dollar and silver dollar are fixed for coinage 
purposes, as distinguished from the Market 

Ratio (q. v.). The mint ratio now existing 

between the gold dollar and silver dollar is 

15.988 plus, which is computed by dividing 
the weight of the silver in the silver dollar 
(371.25 grains) by the weight of the gold in 
the gold dollar (23.22 grains). The mint 
ratio differs from the market or commercial 
ratio which fluctuates in accordance with 
the varying market prices of the two metals. 

The impracticability of Bimetallism (q. v.) 
is due to the fact that it is impossible to 
maintain more than temporarily a coincidence 
between the market and mint ratios. 

Since gold is the standard money and is 
coined without charge by statute it is worth 
as much as bullion as coin, and vice versa. 
Consequently the market price and mint price 
of gold is the same unless the coins have be- 
come abraded or mutilated. Since abraded 
coins are reduced in weight, more of them 
will be required when exchanged for new 
full weight coins. The market price of light 
weight coins, therefore, is above the mint 
price. 

Mint Remedy 
See Remedy, Tolerance. 

Minute Book 

See By-Laws. — 

Minutes 

See By-Laws. 

Mixed Collateral 

See Collateral. 

Momentum of Sales 

See Merchandise Turnover. 

Monetary Commission 
See National Monetary Commission. 

Monetary Standard 
See Monetary Unit, Standard of Value, 

Standard Money. 

Monetary Stock 
The aggregate of all kinds of money issued 

by a Government, including that held in the 
Treasury, central banks, and in circulation. 
The monetary stock of the United States 
consists of that held in United States Treas- 
ury and mints, the Federal Reserve banks, 
and in circulation (other banks and in the 
hands of the public). (See Gold Reserve, 
Money Circulation.) 

Monetary Union 
See Latin Union, Scandinavian Union. 

Monetary Unit 
The coin selected by a Government to 

serve as the unit of account, and which by 
law contains a prescribed weight (and fine- 
ness) of the metal selected to serve as the 
standard of value. The gold dollar, although 
no longer coined, is the monetary unit of the 
United States. Since the United States pos- 
sesses a decimal coinage system, the dollar is 
a multiple of fractional coins; and an aliquot 
part of coins of higher denomination. The 
weight of the standard unit is fixed at 23.22 
grains of pure gold, or 25.8 grains of gold 
9-10 fine. (See Gold Coins.) 

Although many countries have selected 
gold as the standard of value, most of them 
have a different monetary unit, e. g., dollar in 

the United States, pound sterling in England, 
franc in France, Lira in Italy, etc. (See 
Money of Account, Standard Money, Stand- 
ard of value.) 

Money 
A medium of exchange; an instrument, 

token, or expedient, whether metal or paper, 



ENCYCLOPEDIA OF BANKING AND FINANCE 373 

by which payment is made for the transfer 
of values from one person to another. 
“Money is that which passes freely from 
hand to hand throughout a community, and 
is received in full payment for commodities 
and services without reference to the char- 
acter of the person rendering it.” “Those 
instruments of general acceptability which 
pass freely from hand to hand as media of 
exchange.”* “Money is that valuable thing 

or economic good which possesses in any 
country or community universal acceptability 
as a medium of exchange or means of pay- 
ment.” That commodity of intrinsic 
value acceptable in exchanges which has be- 
come by law or custom the universal tender 
for debt.”£ 

Scientifically, real money is a commodity 
or a representative of a commodity which 
mankind universally readily accepts in ex- 
change for other commodities and services. 
It is therefore to be distinguished from 
promises to pay and other forms of credit 
instruments, e. g., notes, checks, drafts, 

money orders, etc. In its popular sense, it 
is used to indicate any form of currency, gold 
or silver coin, gold or silver certificates, Gov- 
ernment notes, or bank notes. Popularly, 

also, it is used as the equivalent of wealth or 
riches. In the banking sense, it means credit, 
lending power, or free capital awaiting in- 
vestment. Banks are said to lend money 
when in reality they lend credit. In the legal 
sense, money is that which has been declared 
to be Legal Tender (q. v.). Money which is 
eligible to serve as bank reserves is usually 
defined by law. (See Lawful Money.) 

The various forms of money used by the 
principal commercial nations of the world 
may be classified as follows: 

PAPER MONEY 

Government notes of promises to pay. 
1. Secured by gold reserve, full or partia) 

(specie reserve). 
2. Secured by Government bonds (docu- 

mentary reserve). 
3. Unsecured (fiat money). 

Bank notes or promises to pay. 

1. Secured by gold reserve. 
2. Secured by Government bonds. 
3. Secured by commercial paper. 
4. Secured by general assets. 
5. Secured by any combination of the 

above. 

Certificates of deposit of gold or silver. 

*R. T. Ely: Outlines of Economics, p. 251. 
+ J. F. Johnson: Money and Currency, p. 6. 
tC. A. Conant: The principles of Money and 

Banking, p. 4. 

METALLIC MONEY 

Gold coin. 

Full legal tender silver coin. 

Subsidiary silver coins with limited legal 
tender. 

Minor coins (nickel and bronze). 

Money performs five chief functions: (1) 

medium of exchange; (2) common denomi- 

nator or standard of value; (3) standard of 

deferred payments; (4) storehouse of value 
or unit of purchasing power; and (5) to 

serve as bank reserves. The qualities which, 
money should possess to serve as a good 
medium of exchange are portability (high 
value in small bulk), durability (indestruc- 
tibility), uniformity (homogeneity), divisi- 
bility, and cognizability. Gold combines 
these qualities better than any other 
metal and is the only form of money which 
possesses unlimited legal tender power and 
acceptability throughout the civilized world. 
As a standard of value money must possess 
value in itself and a high degree of stability 
of value. Gold also answers these require- 

ments. As a standard of deferred payments 
and unit of purchasing power, a money must 
be selected which possesses not only stability 
of value but durability, qualities possessed by 
gold more than any other commodity. 

The real value of money depends upon its 
purchasing power, i. e., the quantity of other 
commodities or services that it will buy. Ex- 
pressed in other terms, the value of money 

depends upon the general level of prices, and 
varies in inverse ratio. When prices rise the 
value of money falls and vice versa. (See 
Coinage, Currency, Gold’ Production, Gold 
Reserve, Fiat Money, Foreign Moneys, Mint, 
Monetary Stock, Monetary Union, Monetary 
Unit, Money Circulation, Paper Money, 
Quantity Theory of Money, Redemption 
of Money, Representative Money, Token 
Money, United States Money.) 
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Money Broker 
A person who acts as intermediary between 

borrowers and lenders of money. The term 

is applied chiefly to brokers on the New 
York stock exchange who serve the function 

of bringing the lending banks and borrowing 
brokers together. These brokers receive no 

commission for placing call money and only 
1-32 of 1 per cent. for time money. 

Money Ciculation 
The total and per capita circulation of 

money in the United States (average for the 

year) is given in the following table, com- 
piled by the United States Treasury Depart- 
ment. For complete information giving 
consecutive years and kinds of money in 
circulation, see the United States Abstract 
of the Census. 

ENCYCLOPEDIA OF BANKING AND FINANCE 

Years Total aa 

18002 ees 26,500,000 4.99 
1840 a ee 183,305,488 6.96 
1840 Foe datos 183,305,488 10.91 
1850 rekemensrece 278,761,982 12.02 
LGOU soot 435,407,252 13.85 
1870 no crete tee 676,248,427 17.51 
187 53) tiaoee ee 754,101,947 17.16 
LOU eae eeeheriee 973,382,228 19.41 
1885 cower: 1,293,061,836 25.00 
ISS: # pA Hig ws 1,429,251,270 22.82 
ROSE arene 1,601,968,473 23.24 
TOO0 Seer ncaa 2,055,150,997 26.93 
190S eee. 2,587,882,653 31.08 
UREN oette te ee 3,102,355,605 34.33 
UA) We Beast lee 3,214,002,596 34.20 
RY) AR Ae ee 3,284,513,094 34.34 
191 Oe ees 3,363,738,449 34.56 
IO 14e heer 3.402,015,427 34.35 
1915 See es 3,569,219,574 35.44 
L9G tee 4,024,130,567 39.29 
RO Boeken ot 4,763,575,632 45.74 
1018 ocean ete 5,379,427 ,424 50.81 
LO 1D eS ere nae 5,766,029,973 54.33 
I 7 bese neo 6,087,555,087 57.21 
192) See a, 4 842,584,404 44.80 
LO DN ee 2s 4,374,015,037 39.86 
LOZ Saree 4 729,789,527 42.51 

Seitly 

Moneyed Corporation 
A corporation engaged in banking or 

related business, such as a trust company, 

savings bank, mortgage company, title insur- 

ance company, investment company, safe de- 

posit company, personal loan brokers, build- 

ing and loan association, savings association, 

etc. 

Money Market 
This term is a misnomer, since in the strict 

sense, there is no market place (except for 
call loans, see Call Money Market), nor is 
money lent. In reality, this term is synony- 
mous with interest rates for various classes 
of paper, and in any event would be more 
appropriately referred to as a credit market. 

The money market consists of: 

(1) Lenders. 

a. Banks and trust companies. 
b. Discount houses. 
c. Brokers. 

(2) Borrowers. 
a. Commercial. 
b. Speculative. 
c. Agricultural. 

d. Industrial, etc. 
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(3) Intermediaries. 
a. Note brokers. 
b. Money brokers. 
c. Stock exchange brokers, etc. 

None of these classes can be sharply 
defined, since banks or brokers may at dif- 
ferent times exercise all these functions. 
The money market always relates to short- 
term loans, as distinguished from long-term 
loans, e. g., bonds in which corporations or 

governmentalities are the borrowers, the 
public are the lenders, and underwriting syn- 
dicate the intermediaries. 

The state of the money market, 1. e., pre- 
vailing interest and discount rates, depends 
upon four factors: (1) available supply of 
bank credit; (2) amount of personal credit 

exchangable for bank credit; (3) amount of 
actual money in bank reserves, and _ ulti- 
mately the magnitude of the reserves in the 
central banking system, and (4) demand for 
credit from the various classes of consumers. 

In the United States, interest rates are 
quoted for five classes of loans, as follows: 

(1) Call loans on Stock Exchange col- 
lateral. 

(2) Time loans for 2, 3, 4, 5 and 6 month 
maturities. 

a. On mixed colloateral. 
b. On industrial collateral. 

(3) Commercial paper with 4 to 6 month 
maturities. 

a. Best names. 
b. Other names. 

(4) Discount rates of the Federal Reserve 
bank. 

a. On commercial paper collateral. 
b. On government paper collateral. 

(5) Bankers’ Acceptances for 1 to 6 
month maturities. 

The following are the Money Market quo- 
tations taken from the New York Globe as 
of March 23, 1923: 

THE MONEY MARKET 

Catt LoANs 
Re- 

newals. High. Low. Last. Final. 
5% 6 514 6 5% 

TIME LOANS 

Mixed collateral, 60 to 90 days........ 54@5% 
SUEY te lp reel drt og ean oc 5Y4@5% 
All-industrial collateral, 60 to 90 | 

EN is, esha ere Nok cae avecs scbciscees 54@5% 
sae CATICA CPEESONUBIAS nists eserstonoves cceosnre 54@5% 

COMMERCIAL PAPER 

Best names, 4 to 6 months................. 5 
Other names, 4 to 6 months............... 
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Discount RATES, FEDERAL RESERVE BANK 

Commercial paper, 15 days...:.......000. 4, 
Ee EAU DET OS EE Sieh op tiie pest eit SO nea 4y, 
Liberty bonds, Victory notes, and 

Treasury certificates of indebted- 
ieiet. Saka Wt fe Ep. lopli, toss LE Sane i DAE ee 44 

BANKERS’ ACCEPTANCES 

Prime bankers’ acceptances, eligible for 
purchase or rediscount by Federal Reserve 
banks. Rates quoted are for discount at 

purchase. 

OM AY SI assole mactectseetem adsl te ertasetotenes 444@4 
OU Raye Pacta scent teste psec areayones 4i4@4 
UTA ELAR Sel rates oR a Re coats caneseetoen 414@4 

AT ETIOLILLNS Cocks cinta eetlantel we sings cae ahancwaa sina 414@4 
GmonthiSy eee eee etree 414@444 
Non-member and private bankers, 60 

10), OU hays eee wr ce ae cine eee pee nee 4 @3% 
Call loans against acceptances............ 44 

(See Call Money Market, Legal Rate of 
Interest, Open Market Rates, Rediscount 
Rate.) 

Money of Account 
The kind of money in which the book- 

keeping of a nation is carried on. In the 
United States business houses keep accounts 
in dollars and cents; in England, in pounds, 
shillings, and pence; in France, in francs and 
centimes, etc. 

Money Orders 
A form of credit instrument calling for 

the payment of money which provides a safe 
and convenient means of remitting funds by 
persons having no checking account. There 
are three parties to a money order; the re- 
mitter (payer), the payee, and the drawee. 
Money orders are issued by three types of 
organizations; the Post Office Department, 
express companies, and a number of the 

large banks, the former being most com- 
monly used. 

Postal money orders are of two kinds, 
domestic and international. Domestic money 
orders are those payable in territorial United 
States, and its outlying possessions; also in 
Canada, Cuba, Bermuda, and a number of 
the West Indian islands. International 
money orders are those payable in foreign 

countries. 
Money orders may be secured at practi- 

cally any post office in the United States. The 
first step is to fill out an application upon 
which the name and address of the payee 
and the remitter are stated together with the 

amount of money which it is desired to send. 

Upon receipt of the application with the 
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amount to be sent plus the fee, the post- 
master or postal clerk issues the money 
order which is addressed to the postmaster 
of the town or city in which the payee is 
located. The remitter then sends the money 
order to the payee, who by presenting it at 
the post office where he lives, will receive 

payment in cash upon proper identification. 

The maximum amount for which a single 
money order may be issued is $100, although 
additional orders can be bought on the same 
day, if it is desired to send a larger sum. 
Applications must be preserved at the issuing 
post office for three years from date of issue. 

Although money orders are issued against 
a designated post office, any money order 

purchased in territorial United States may 
be cashed at any money order post office in 
territorial United States if presented for 
payment on or before the expiration of the 
thirtieth day following the date of issue. 
If presented at a later date and within one 
year from the last day of the month in 
which they are issued, they are payable only 
at the office designated in the money order 
as the paying office, or repaid at the issuing 
office. The holder is required to receipt a 
money order before it is paid. 

Postal money orders may be transferred 
by indorsement but only one indorsement is 
permitted. Most banks will accept money 
orders for credit of depositors’ accounts. 
‘Bank stamps are not regarded as indorse- 
ments. 

Application for, and method of issuing 
international money orders by the Post Office 
Department, are similar to that of handling 
domestic money orders, except that the fees 
are higher. International money orders are 
issued in United States currency and not in 
that of a foreign country. 

The fees charged for issuing domestic and 
international money orders together with in- 
structions to applicants, as issued by the Post 
Office Department, are reproduced on the 
following page. 

(See Bank Money Order, Express Com- 
pany Money Order.) 

Money Pool 
A pool formed by banks to raise funds 

to supply the need of Stock Exchange 
brokers in time of need, and when insuffi- 

cient supplies are offered in the open market. 

(See Call Money Market.) 

Money Rates 
See Discount, Interest, Legal Rate of In- 

terest, Money Market, Rediscount Rate. 

Moneys of the World 
See Foreign Moneys. 

Money Transfer 
The transmission of funds from one place 

to another by means of the public or private 
telegraph. The larger offices of the tele- 
graph companies provide for the transfer of 
funds by wire to other important centers. 
The paying office requires the person present- 
ing the telegram that requests payment to 
prove identification, unless identification is 
waived. 
Money transfers are also made by means 

of private telegraph lines controlled by the 
larger banks, including the Federal Reserve 
banks. Suppose, for instance, that Bank B 
of Joliet, Illinois, which normally maintains 
balances with Chicago bank A, and a New 
York bank C, wishes to place itself in im- 
mediate possession of New York funds, 
which have suddenly become exhausted. Sup- 
posing banks A and B are correspondents 
with large reciprocal balances, bank B may 

instruct bank A to telegraph funds for its 
account with bank C. Upon receipt of the 
instructions over the private wire, therefore, 
bank C will credit account of bank B and 
charge the account of bank A. At the same 
time bank A will charge the account of bank 
C. Thus a transfer of funds has occurred 
without involving actual currency shipments. 
Confirmatory advices will be sent by mail 
from bank A to bank C, and return advices 

from bank C to bank A. 

Money Trust 
In 1912, House Committee of Congress 

with Representative Pujo as chairman, made 
an investigation of New York money market 
which, it was claimed, was controlled by a 
comparatively small group of men in Wall 
street. The results of the inquiry, however, 
were not startling and proved disappointing 
to the agitators. The report indicated that 
the New York Stock Exchange was never a 
part of a money trust, or in any way under 
the control of the large banks or moneyed 
interests. The majority report was “unable 
to say that the existence of the money trust 
has been established in that broad, bald sense 
of the term, although the committee regrets 
to find that, even adopting that extreme defi- 
nition, surprisingly many of the elements of 
such a combination exist.” 

Money Value 
The actual money cost of an asset, particu- 

larly a security, as distinguished from its 
par value, or trading value. 
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DOMESTIC RATES 

Table No. 1 

WHEN PAYABLE IN BAHAMAS, BERMUDA, 

BRITISH GUIANA, BRITISH HONDURAS, 

CANADA, CANAL ZONE, CUBA, MARTINIQUE, 

NEWFOUNDLAND, THE PHILIPPINE ISLANDS, 

THE UNITED STATES POSTAL AGENCY AT 

SHANGHAI (CHINA) AND CERTAIN IS- 

LANDS IN THE WEST INDIES, LISTED IN 

THE REGISTER OF MONEY ORDER OFFICES. 

Use the Domestic form for these Orders. 

For Orders from 
MERLE ide eel vsnstsaveaseoieee 3 cents 

PEIN dk LLY Dok Sexevsdonoxersevins 5 cents 
x EME TAR ls essanaresneone 8 cents 
TATA ED LU Wh eles cchsosassooes 10 cents 
PS Rah ROU Vo ccscanisvecraeee 12 cents 
BDU LEE, SPU) sasevesencestetoan 15 cents 
ES Eat DOU sccistesscisccosie 18 cents 
BAU LER ci casoassa cesses 20 cents 
CML LET) GDA. | vekodncesdsaretese 20 cents 
“$75.01 to $100 
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INTERNATIONAL RATES 

Table No. 2 

WHEN PAYABLE IN BOLIVIA, CHILE, 

COSTA RICA, DENMARK, FRANCE, GREAT 
BRITAIN AND IRELAND, HONDURAS, HONG- 
KONG, ITALY, JAPAN, LUXEMBURG, MEXICO, 
NETHERLANDS, NEW SOUTH WALES, NEW 
ZEALAND, NORWAY, PERU, QUEENSLAND, 
RUSSIA, SALVADOR, SOUTH AUSTRALIA, 
SWEDEN, SWITZERLAND, TASMANIA, UNION 
OF SOUTH AFRICA,* URUGUAY AND VIC- 
TORIA. 

Use the International form for these 
Orders 

For Orders from 
SOO. DL EG iia wccletnent-deuites 10 cents 

Kromrc LOL, 10 eae har ton tntreras 20 cents 
A aes PAD RO DELL te ee 51) BUR Be totaal anal 30 cents 
oe ABOU LEG area Ute acts etces eens 40 cents 
o> SA-OL EGP S50 cet eect 50 cents 
wh = BOULOLY HO!” pOWauecitesctat 60 cents 
tele S000) tor: bree eee 70 cents 
Pere SZU.D Ir TON ape Usetcenneare ves: 80 cents 
BBO AIM a SOD cee ctrctte ass 90 cents 
i PE SOOOLETO’ D1 UOupetela tect ek 1 dollar 

Observe that for Orders payable in the countries referred to in Table No. 1, only the 
Domestic rates are to be charged and the Domestic forms are to be used. 

Take notice that the maximum amount for which a single Money Order may be drawn in 
the United States is $100.00. 

There is no limitation to the number of Orders that may be issued, in one day, to a 
Remitter, in favor of the same Payee. 

* The Union of South Africa comprises the provinces of the Cape of Good Hope (formerly 
Cape Colony), the Transvaal, the Orange Free State, (formerly Orange River Colony) and 

INSTRUCTIONS 

In the application the given name of the remitter and payee, or initials thereof, should 

Natal (including Zululand). 

precede their surnames respectively. 
in full, if known to the remitter. 
not as J. Jones. 
those of her husband. 
William H. 
remitter. 

If the payee has only one given name, it should be written 
For example, the name John Jones should be so written, and 

The given name or names of a married woman should be stated, and not 
For example, Mrs. Mary J. Brown should not be described as Mrs. 

Brown, unless her own given names or the initials thereof are unknown to the 
Observance of these rules will tend to prevent mistakes and delay in payment. 

Names of persons, places and streets, as well as numbers and amounts, should be written 
in full and in the plainest manner possible. 

The postmaster must refuse to issue an international order payable to any person, if the 
surname and the initial letters of that person’s given names are not furnished by the applicant, 
unless the payee be a peer or a bishop, in which case his ordinary title is sufficient. If the 
payee be a firm, the usual commercial designation of such firm will suffice, such as ‘Baring 
Bros.,’”? “Smith & Son,’’ ‘Jones & Co.” 

_1f the name and address of the payee, as furnished in the application, cannot be trans- 
scribed accurately at the issuing office, the remitter should be requested to write the same in his 
own language, on Form 6083, which should be attached to the advice and forwarded to the ex- 
change office. In filling out the form 6083 Hebrew characters are forbidden. 

FEEs For Postat MONEY ORDERS 

Monometallism 

A system in which only gold or some other 
metal (silver if not gold) is made the basis 
of the standard money of a nation, other 
metals being used for subsidiary monetary 
purposes only. This means that the coins of 
only one metal are endowed with full legal 
tender qualities and are coined without limita- 
tion as to quantity. Most progressive com- 
mercial nations now have a monometallic 
system, also known as the Single Standard, 

(q. v.), and is to be distinguished from 
Bimetallism (q. v.). (See Standard Money.) 

Moral Risk 

That part of the risk involved in loaning 
money which depends upon the integrity or 
honesty of the borrower or prospective bor- 
rower. In one-name, straight, or uncol- 
lateraled loans, if not all loans, the moral 
risk is the most important of all the elements 
of the credit. The personal equation domi- 
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nates all others, since without character and 
integrity no person can be trusted, irrespec- 
tive of the ability and property he may pos- 
sess. In judging the moral risk involved in 
the application for a loan several elements 
must be investigated, e. g., reputation for 

honesty, sobriety, veracity and _ standard 
of business ethics. Does the risk make a 
practice of “welching” on contracts when 
the market goes against him? Does he 
engage in unfair competition? Is he con- 
servative in his commitments? Are his past 
performances and antecedent connections 
above reproach? What reputation does he 
have in the trade and among his banking con- 
nections? These are some of the questions 
to be asked in measuring the moral risk. 

(See Business Risk, Credit, Credit Risk, 
Property Risk.) 

Moratorium 

An order by a Government making it law- 
ful to defer payment of all or certain kinds 
of debts for a certain period of time beyond 
the original maturity in order to prevent 
national bankruptcy or collapse of credit by 
legally protecting debtors as against their 

creditors in times of public danger. Holds- 
worth defines a moratorium as “an official 
declaration or decree by the Government 
postponing all or certain types of maturing 
debts for a given period.’’* 

Morris Plan Company 
An industrial or “poor man’s bank” organ- 

ized chiefly to permit the small wage earner 

with character and earning power to borrow 
money at reasonable rates, one object of the 
institution being to dislodge the loan sharks. 

These banks derive their name from Mr. 

Arthur J. Morris who, after investigating 

the co-operative banks of Europe, founded 

the first Morris Plan Company in Norfolk, 
Va., in 1910. In 1920, 103 such banks were 
in operation in the United States. Each of 
these banks is named after the city in which 

it is domiciled, e. g., Morris Plan Company 
of Brooklyn, a central institution. The 
Industrial Financial Corporation of New 

York serves as a parent bank for the local 

independent companies. Loans are made to, 
and time deposits accepted, from workmen, 
clerks, small tradesmen and professional men. 

The principles upon which the bank is found- 
ed are that character plus earning power is 
the proper basis for credit; that loans made 

should be commensurate to the earning power 

* Money and Banking, page 357. 
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of the borrower and retired by an amortiza- 
tion plan; and that money borrowed should 
be used for some important and useful pur- 
pose. They are authorized to make loans 
from $50 to $5,000 at a fair rate of interest. 

One feature of the Morris Plan companies 
is that of insuring the lives of borrowers 
through the Morris Plan Insurance Society. 
Borrowers may procure a life insurance pol- 
icy for the full amount of their loans, which 
will be applied in payment of such loans and 
the remainder, in the case of death, paid to 

the family or estate, thus relieving the co- 
makers and dependents from responsibility. 
The Morris Plan Insurance Society also in- 
sures the lives of investors by means of cer- 
tificates issued by the Morris Plan com- 
panies. Morris Plan companies operate un- 
der the supervision of the banking depart- 
ments of the various states. 

Mortgage 
Technically, a conditional deed conveying 

or transferring title to the property of the 
mortgagor (owner and borrower) to the 

mortgagee (lender); an instrument signed, 
sealed and given by the borrower to the 
lender, or to a third party as trustee, and is 

conditional in that it is void if the conditions 
imposed are fully satisfied, 7. e., the payment 
of the interest and principal when due. It 
is a method of securing a loan upon real 
estate in the case of failure of the borrower 
to pay. 

In other words, whereas, a mortgage, tech- 

nically, is a conveyance, the tendency of 
modern courts is to rather regard it as a 
lien and as a method of securing payment 
for a debt. 

The mortgagee, 7. e., lender, should make 

certain that the title to mortgaged property 
is in the name of the mortgagor. A lawyer 

may be engaged to search the title, or else 
the services of a title insurance company may 
be secured. These companies make a busi- 
ness of searching titles and guaranteeing 
their validity. An abstract of title is given 
by the lawyer or title insurance company to 
show the succession of ownership of the 
property and the encumbrances thereon, if 
any. Whenever a mortgage covers buildings 
or other property destructible by fire, the 
property should be adequately insured. 
When the mortgage has been delivered to 

the mortgagee it should be recorded in the 
office of the registrar of deeds at the county 
seat. This is necessary in order to circum- 
vent the possibility of a dishonest mortgagor 
giving a subsequent mortgage upon the prop- 

erty which may be recorded prior to the 
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first. (See Farm Mortgages, Mortgage 
Bonds, Mortgage Certificates, Mortgage 
Loans. ) 
A typical form of mortgage is reproduced 

below: 

THIS indenture, made the ............ day 
4) page anda , in the year of nineteen hun- 
RPL ATI, Pccvcsccses , between ............ of 

xe Ti Bison , party of the first part, and ............ 
i i aE , party of the second part. 

Whereas, the said. ............ , 1s justly 
indebted to the said party of the second 
part in the sum of ............. dollars, lawful 
money of the United States, secured to 
be paid by his certificate bond or obliga- 
tion, bearing even date herewith, condi- 
tioned for the payment of the said sum 
Ne erlaaneata dollars} ‘on the ...........: day of 
<n ea ie , nineteen hundred anid ............, and 
the interest thereon, to be computed 
RPOUL ) cetvtssrs tee PAGEL TALC OL osceccasetscs per 

centum per annum, and to be paid semi- 
annually on the first day of January and 
July in each and every year until the 
whole of said principal sum shall be paid. 

It being thereby expressly agreed that 
the whole of the said principal sum shall 
become due after default in the payment 
of interest, taxes, or assessments, as here- 
inafter provided. 
Now this indenture witnesseth: That 

the said party of the first part, for the 
better securing the payment of the said 
sum of money mentioned in the condition 
of the said bond or obligation, with in- 
terest thereon, and also for and in con- 

sideration of one dollar paid by the said 
party of the second part, the receipt 
whereof is hereby acknowledged, doth 
hereby grant and release unto the said 

party of the second part, and to his heirs, 
(or successors) and assigns forever 

(description of the property), together 
with the appurtenances, and all the estate 
and rights of the party of the first part 
in and to said premises. 

To have and to hold the above-granted 
premises unto the said party of the sec- 

ond part, his heirs and assigns forever. 
Provided always that if the said party 

of the first part, his heirs, executors, or 

administrators, shall pay unto the said 
party of the second part, his executors, 
administrators, or assigns, the said sum 
of money mentioned in the condition of 
the said bond or obligation, and the in- 
terest thereon, at the time and in the 
manner mentioned in the said condition, 
that then these presents, and the estate 
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hereby granted, shall cease, determine 

and be void. 
And the said party of the first part 

covenants with the party of the second 
part as follows: 

First. That the party of the first part 
will pay the indebtedness as hereinbefore 
provided; and if default be made in the 

payment of any part thereof, the party 

of the second part shall have power to 
sell the premises therein described, ac- 
cording to law. 

Second. That the party of the first 
part will keep the buildings on the said 
premises insured against loss by fire for 

the benefit of the mortgagee. 
Third. And it is hereby expressly 

agreed that the whole of said principal 
sum shall become due at the option of 
the said party of the second part after 

default in the payment of interest for 
oe Ate days or after default in the pay- 
ment of any tax or assessment for ............ 

days, after notice and demand. 
In witness whereof, the said party of 

the first part hath hereunto set his hand 
and seal, the day and year first above 
written. 

Tm theipresence: of tncarers.ae ace P 

(Signature and Seal.) 
(Wife’s signature, if married.) 

Mortgage Bonds 
Bonds secured by a mortgage on property, 

whether real or personal, or both. Mortgage 
or secured bonds are to be distinguished from 
debenture or unsecured bonds. In the United 
States mortgage bonds are more popular than 

debentures, whereas the reverse is the case 
in England. (See Consolidated Mortgage 
Bonds, First Mortgage Bonds, General 
Mortgage Bonds, Refunding Mortgage 
Bonds, Second Mortgage Bonds, etc.) 

Mortgage Certificates 
A modified form of mortgage or real es- 

tate bond, also known as mortgage participa- 

tion certificates. Many mortgage companies 
now issue mortgage certificates, and usually 
guarantee the payment of both interest and 
principal, based upon and representing an 
interest in first mortgages which they own. 
There are several types of mortgage certifi- 
cates. In some cases, certificates represent 

shares or participations in a specific bond 
and mortgage of large denomination held by 
the mortgage company and in which a pre- 
cise description of the property securing the 
mortgage is recited. In other cases, the cer- 
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tificates are secured by a general pledge of 
mortgages, equal in value to the certificates 

which are not specifically enumerated or de- 
scribed but deposited with a trustee. Mort- 

gages so deposited are accompanied by: (1) 
a certificate of appraisal showing that the 
value of the property covered by the mort- 
gage is at least twice the principal of said 
mortgage; (2) policy of fire insurance fully 

protecting the holders of the certificates 
against loss in case of fire; and (3) policy 

of title insurance, guaranteeing the validity 

of the mortgage. 
First mortgage certificates on property in 

New York state are legal investments for 
trust funds and are exempt from personal 

property taxation in New York state. 

Mortgage Collateral Trust Bonds 
Same as Collateral Mortgage Bonds (q. v.). 

Mortgage Company 
See Farm Mortgage Company, Investment 

Company. 

Mortgage Debentures 
Mortgage bonds; a title used in countries 

where debenture is synonymous with bond. 

Mortgagee 
See Mortgage. 

Mortgage Investment Company 
See Farm Mortgage Company, Investment 

Company. 

Mortgage Loan and Investment Com: 

pany 
Same as Mortgage Company. (See Farm 

Mortgage Company, Investment Company.) 

Mortgage Loans 
Loans made on real estate collateral, 

urban, or rural, residential or business, in 

which a mortgage is given to secure payment 
of principal and interest. This class of loans 
is specialized in by savings banks, mortgage 
investment companies, building and loan as- 

sociations, farm mortgage companies, etc. 
Mortgage loans may also be made by National 
banks (except when located in a central re- 
serve city) and by state banks and trust com- 
panies, although the restrictions upon mort- 
gage loans made by national banks are more 
stringent than for the other types of banks. 
For instance, while in New York State banks 
are required to have only 15 per cent. margin 

on first mortgage real estate loans, a Na- 

tional bank may only loan 50 per cent. of the 
appraised value. 

The papers incidental to a mortgage loan 

are: (1) note or bond (as evidence of debt) ; 

(2) mortgage duly executed (as security for 
loan) ; (3) certificate of appraisal (indicat- 
ing the value of the mortgaged property and 

its excess of value over the mortgage); (4) 

abstract of title, or policy of title insurance, 
indicating that there are no prior liens 
against the property and in the case of the 
policy of title insurance, guarantee the 
validity of the title; and (5) insurance 
papers (to protect the lender against loss 
in case of destruction of the mortgaged 
property by fire.) 

In applying for a mortgage loan upon city 

property, the applicant fills in a blank, pro- 
vided by the lending institution, giving the 
following information: (1) amount of money 

desired; (2) location of property; (3) di- 
mensions of ground; (4) dimensions of 
building; (5) building materials; (6) pur- 
poses for use; (7) value of ground; (8) 
value of building; (9) annual rental; (10) 
amount of insurance. The signature of the 
bondsman or mortgagor (borrower) is then 
attached to the application. 

The essentials of security in mortgage 
loans are: (1) extent of the margin of 
safety, 7. e., excess of the appraised value 
over the total encumbrances on the property ; 
(2) possibility of depreciation in neighbor- 
hood values; (3) earning power of the prop- 
erty in rentals and the amount of their excess 
over taxes, insurance, repairs, and all other 
charges; (4) adaptability of buildings for 
other uses; (5) location with reference to 
transit facilities. (See Farm Mortgage 
Company, Farm Mortgages. ) 
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Mortgage Participation Certificates 
See Mortgage Certificates. 

Mortgagor 
See Mortgage. 

Move 

A stock market expression to denote an 

upward or downward tendency in the price 
of a particular stock or in the general mar- 
ket, brought about by the appearance of 
favorable or unfavorable conditions, or by 
pool interests or public participation. 

o_o 
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Movement 

See Swings. 

Movement of Crops 
The principal grain crops are moved from 

the farms to the milling centers and eastern 
seaboard for export trade in the interval 
from August to October, the peak usually 

being reached in September. On account of 
the demand for money and credit required 
by the purchasers to pay the farmers at this 
period, large withdrawals of deposits are 
made from the Eastern banks by Western 
banks. After settlement with the farmers has 
been made and the farmers in turn pay their 
debts and make their autumn purchases, these 
funds gradually find their way back to the 
East as deposits in the larger banks of the 
money centers. The crop moving period is, 
for this reason, a period of money strain, and 
is usually accompanied by temporary higher 
money rates, especially affecting the New 
York call money market, the first to feel the 
influence of a money squeeze. It is signifi- 
cant that most of the panics have originated 
during the crop moving period on account of 
the intensity of the demand for funds at this 

‘time. 
With the establishment of the Federal Re- 

‘serve System and the ease with which banks 
can secure funds through the rediscount pro- 
cess from the Reserve banks, the crop mov- 
ing period is passed without the same fear of 
a money disturbance that formerly attended 

at. 

Multiple Currency Bonds 
Bonds the principal and interest of which 

are payable in the currencies of several na- 
tions. A number of European Government 
issues are of this class, ec. g., Government of 
the Kingdom of Norway 3” per cent. tri- 
currency external railway loan of 1904, the 
interest coupons of which may be presented 
for collection in English sterling, Norwegian 
‘kroner, or French francs. 

Municipal Bonds 
Bonds which are direct obligations of a 

county, city, town, village, or other civil 

division of a state, as distinguished from 
Government bonds, state bonds, and bonds of 
business corporations. Municipal bonds con- 
stitute one of the subdivisions of civil issues. 
The fundamental difference between munici- 

pal bonds and corporation bonds is that 
whereas the latter are retired out of earn- 
ings, municipal bonds are paid off through 

taxes levied upon the property located in the 
civil division which issues them. 

Municipal bonds are issued for the fol- 
lowing public purposes: school houses and 
equipment, water works and mains, public 
buildings, street improvements, sewers, drain- 

age, irrigation, and reclamation, parks and 
museums, and for refunding maturing issues, 

Ele; 

Municipal bonds. are never secured by a 
specific pledge of collateral, but payment of 
principal and interest is assured through the 
taxing power of the issuing municipality, pro- 
vided they have been legally issued. Legality 
(or validity) of issue is the first and funda- 
mental consideration in testing the safety of 
municipal bonds. If the bonds comply with 
all the laws of the Government and the state 
in which the municipality is located, they 

must be paid. Bondholders have power to 
enforce collection of taxes through an in- 

crease in the tax-rate (up to a limited per 
cent.) sufficient to pay the interest on any 

legally issued municipal bonds. Other con- 
siderations of lesser importance are the good 
faith of the issuing community (as shown 
by past records), financial competency of the 
community’s officials, and financial statement. 
With the exception of the bonds of the 
United States Government and those of a 
few European nations, no other class of bond 
issues has a record of fewer defaults. 

Since municipal bonds are not subject to 
fluctuating earnings and bad management as 
are corporation bonds, they are free from 

the same fluctuating price range as the latter. 
Municipal bond prices fluctuate with interest 

rates, and are not usually affected by busi- 
ness conditions. The rate of interest which 
they bear depends upon a number of varia- 
bles including (1) the size and importance 
of the issuing municipality; (2) section of 
the country; (3) past record of the issuing 
municipality, and (4) financial statement. 
Due to their intrinsic strength, municipal 
bonds can be marketed at a lower rate of 
interest than any other class of bonded obli- 
gations, except Government and state bonds. 

While the stock exchanges do not provide a 
market for municipal bonds, a fair market is 
always provided by the many bond houses 
throughout the country which specialize in 
this class of securities. They are always 
acceptable as bank collateral. 

Municipal bonds are sold by the issuing 
civil division, usually by inviting competitive 
public bids advertised for in a newspaper. 
When bids are offered, they must be sealed 
and accompanied by a certified check equal 
to a certain percentage of the issue. The 
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papers required of the issuing jurisdiction in 
authorizing a municipal bond issue are as 
follows: 

(1) Copy of the minutes in which the res- 
olution authorizing the issue, states (a) 
amount, (b) maturities, (c) purpose, (d) 
date of issue, (e) interest rate, ({) where 
payable, (g) form of bond, (h) vote of 
officers (trustees) of jurisdiction, (i) citation 
of law under which issued. 

(2) Copy of bond form. 
(3) Attorney’s opinion as to legality, 

which states (a) that the resolution has been 
examined, (b) that the general code has been 
examined, and (c) that in his opinion the 

bonds are (or are not) a binding obligation. 
(4) Transcript of Record of Proceedings, 

which includes (a) title of issue, (b) name 
of jurisdiction, (c) names of its regularly 

constituted officers, (d) fiscal statistics of 
jurisdiction, e. g., population, debt, tax rate 
and application of taxes, (e) resolution to 

issue bonds, (f{) legal notice of sale, (g) 

proof of publication, (h) bond and financial 

statement, (i) correspondence with success- 

ful purchaser, (j) minutes of meeting ac- 

cepting successful bid, (k) treasurer’s cer- 

tificate that bonds have been paid for, (1) 
signature identification certificate containing 

signatures of officers who have signed the 
bonds, (m) satisfactory evidence that no 
litigation is threatened or pending against 
the jurisdiction affecting the validity of the 
bonds or the right of the officers to hold 

office. 

It is fundamental that municipal bonds 
cannot be sold without the favorable opinion 
of a well-known attorney, or without a fa- 
vorable financial statement. A good state- 
ment should show the following conditions 

or better: 

(1) Ratio of assessed valuation to popula- 
tion should be at least 1,000 to 1; that is to 
say, the per capita property valuation should 
be at least $1,000. 

(2) Ratio of debt to assessed valuation 
should not be more than 10 per cent. In the 
majority of Eastern states, municipalities may 
not authorize bonds to exceed 10 per cent. 

of the assessed valuation of the taxable 
property. 

The laws of some states protect the in- 
vestor in municipal bonds to a greater extent 
than in others. The best laws are those 
that (1) provide for a limited debt and un- 
limited taxing power, (2) that wherever the 
tax rate is limited, it should not be below 3 
per cent. unless special provision is made for 
exceeding this limit by popular vote or some 

other method, and (3) that sinking fund 

and interest requirements are a first lier 

upon taxes. 

Municipal bonds furnish one of the most 
desirable investment media, few classes being 
superior from the standpoint of safety, regu- 
larity of income, and collateral value. They 
are exempt from federal taxes. Municipal 
bonds outstanding in the United States 
amount to about five billion dollars. 

The following is a common form of mu- 
nicipal bond: 

UNITED STATES OF AMERICA, 

STATE*OP OHIO: 

SANDUSKY COUNTY, 

BALLVILLE TOWNSHIP 

ROAD IMPROVEMENT BOND. 

500 Dollars. 

KNOW ALL MEN BY THESE PRES- 
ENTS: That Ballville Township in San- 
dusky County, Ohio, is indebted to and for 
value received hereby promises to pay the 
bearer Five Hundred Dollars, lawful money 
of the United States of America, on the Ist 

davrO bee ae. wee Ls ours , with interest: 
thereon at the rate of five and one-half per 
centum per annum, payable on April 1, 1920,. 

and semi-annually thereafter on the Ist day 
of April and October in each year, on presen- 
tation and surrender of the annexed coupons. 
bearing a fac-simile of the signature of the 
Clerk of said Township, as they severally 
become due. Both principal and interest of 
this bond are payable at the office of the 

Treasurer of said Township in Fremont, 

Ohio, and the said Township is hereby held 
and firmly bound, and its faith, credit and 
revenues are hereby pledged for the payment 

of the principal and interest hereof at ma- 
turity. 

This bond is one of a series of bonds of 
like date, tenor and effect, except as to time 
of payment, aggregating $10,000.00, issued 

by the Trustees of said Township for the 
purpose of resurfacing, repairing and improv- 
ing the existing public highways of said 
township, under and by authority of and in 
accordance and full compliance with Sections 
3295 and 3939 of the General Code of Ohio, 
and a resolution duly and regularly adopted 
by the Township Trustees of said Township 
on the 26th day of April, A. D., 1919. - 
And it is hereby certified, recited and de- 

clared that in the legislation under which 

the indebtedness evidenced by said bonds is 
incurred provision has been made for the 
levying and collecting annually by taxation 
of an amount sufficient to pay the interest 
on said bonds, and to provide a sinking fund 
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for their final redemption at maturity; and 
all acts, conditions and things required to be 
done precedent to and in the issuing of said 

bonds have been properly done, have hap- 

pened, and have been performed in regu- 
lar and due form, as required by law, and 

that said indebtedness does not exceed any 
statutory or constitutional limitation. 

IN WITNESS WHEREOF, we, the un- 
dersigned, Township Trustees of the Clerk 
of Ballville Township in Sandusky County, 
Ohio, being duly authorized to execute this 
obligation on behalf of said Township, have 
hereto signed our names officially, as of the 
Ist day of June, A. D., 1919. 

Oe e eee CeCe SEPP e eee C Tere rere rer errr 

POP O eee eee meee eee e eee a meee eee eseeesesse 

Township Trustees. 

Township Clerk. 

INTEREST COUPON. 

No. 1 $22.92 

On April 1, 1920, Ballville Township in 
Sandusky County, Ohio, will pay the bearer 
Twenty-two Dollars and Ninety-two Cents, 
lawful money of the United States of Amer- 
ica, at the office of the Treasurer of said 
BEAVIVTESTIT)  Uiloc.c.cevessecvse , Ohio, being interest 
then due on its Road Improvement Bond 
mated june 1, 1919! No. ........c.cc0000 

Pee e eee Hee Reem ee eee eee eee eee eeeeesee® 

Township Clerk. 

Municipals 

A market expression for Municipal Bonds 
(iivs). 

Municipal Warrant 

As defined by the Federal Reserve Board 
Regulation F (Series of 1920) a warrant 

“shall be construed to mean bills, notes, rev- 
enue bonds, and warrants with a maturity 
from date of purchase of not exceeding six 
months, and the term municipality shall be 
construed to mean state, county, district, po- 

litical subdivision, or municipality in the con- 
tinental United States, including irrigation, 
drainage, and reclamation districts.” Any 

Federal Reserve bank can purchase warrants 
issued by a municipality in anticipation of the 
collection of taxes or in anticipation of the 
receipt of assured revenues, provided they 
are general obligations of the entire munici- 
pality and other conditions. (See Federal 
Reserve Board Regulations—F. ) 
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An order given by a municipal official act- 
ing under proper authority upon the treas- 

urer of such municipality to pay a certain 
person, firm, or corporation a certain sum 
of money for goods or services advanced, and 
which when presented to the treasurer, can- 

not be paid for lack of funds. When 
stamped as follows: “Presented but not paid 
on account of lack of funds. This warrant 

bears interest from this date until paid at 
thenralenotstsuc. per cent.” together with 
the treasurer’s signature, the order becomes 

a warrant. The details of the warrant are 
then entered, 7. ¢., registered in the treas- 
urer’s records. A warrant may be payable 
to bearer or to order. 
When a municipality having warrants out- 

standing accumulates funds available for 
their redemption, a call is inserted in a local 
newspaper announcing that warrants of des- 

ignated numbers will be paid upon presenta- 
tion, naming the date when interest will 
cease. A person who invests in warrants 
must provide some method of automatic 
notification so that when a call is announced, 

prompt presentation may be made in order 

to avoid loss of interest. (See Warrant.) 

Muniment of Title 

A muniment is a document by which rights. 
are fortified or maintained. One of the 
legal characteristics of a bill of lading is. 
that, beside being a receipt for goods and a 
contract to ship, it is a muniment of title. 

(See Bill of Lading.) 

Mutilated Currency 
Coins which are cut, punched, trimmed, 

etc., and paper money which is torn or badly 

worn. 
About thirty per cent. of the paper money 

received by banks for deposit is so mutilated 
and worn as to be unfit for circulation. It 
devolves upon the banks dealing with the 
public to redeem such money and to pay out, 

so far as possible, only clean, crisp bills. 
It is the function of Federal Reserve 

banks to provide new bills and coins in ex- 
change for mutilated and worn ones. Re- 

demption of uncurrent bills is best effected 
by exchanging them for new ones at the 

nearest Federal Reserve bank. Where a 
Federal Reserve bank is in the same city, 
this can be accomplished by direct delivery. 
Otherwise it is necessary to forward the cur- 
rency by express, express and insurance 
charges being borne by the Federal Reserve 
bank. 

Mutilated coins are also redeemable at the 
Federal Reserve banks. Mutilated and light 
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weight gold coins are not redeemable at face 

value if below the limit of tolerance. Since 
they are over-valued, mutilated and light 

weight silver dollars, subsidiary silver and 

minor coins are redeemable at face value. 

Mutilated and torn paper currency is re- 
deemable at face value, provided three-fifths 
or more of the bill remains. For less than 

three-fifths, but for two-fifths and more, a 
piece of paper money is redeemable at one- 
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half its face value. For less than two-fifths, 
a piece of paper money is worthless. If the 
holder of any portion of a mutilated bill will 
furnish an affidavit certifying that the miss- 
ing portion has been destroyed, that piece of 
paper money will be redeemed at face value. 
(See Light Coin, Light Gold.) 

Mutual Savings Bank 
See Savings Banks. 



Naked Reserve 

The reserve of a Federal Reserve bank 

after making adjustments for borrowing 
from and loans to other Federal Reserve 
banks, as distinguished from the actual re- 
serve. Under the Federal Reserve Act, the 
Federal Reserve Board has power to require 
any Federal Reserve bank to rediscount 
paper held by another, e. g., a Federal Re- 
serve bank in a strong position may be re- 
quired to rediscount the paper of another in 
a weak position. The actual reserve of each 
Federal Reserve bank does not exhibit its 
real strength or weakness and consequently 
the credit condition of the region served, be- 
cause the actual reserve gives effect to inter- 
reserve borrowings and lendings. The naked, 
or adjusted reserve, is a fictitious figure, cal- 
culated to reveal the true strength of each 
regional reserve bank. It is ascertained by 
adding to the reserve bank’s actual reserve 

the amount of its lendings (through redis- 
counts) to other Federal Reserve banks and 
subtracting them from the amount of its bor- 
rowings, if any. In this way the adjusted 
or naked reserve is correspondingly increased 
or diminished and the effect of inter-reserve 
bank rediscount operations is eliminated. 

The following excerpt from the Federal 
Reserve Bulletin will serve to illustrate the 
effect of inter-reserve bank discount opera- 
tions upon tthe reserve ratio of each reserve 
bank, as of April 22, 1921. 

District Actual Adjusted 
hi Percent. Per cent. 

PePRPLUAL ESCISLOID « co,60.ceesesccsoeeee 71.9 72.4 
BNEW YOLK oe ccscccores 53.9 54.6 
ee piladelphia -.is..3.... 54.8 54.8 
MPU SIOVGTATION seconcisecesnces 67.0 68.3 
BAM TCICTITIONC © v.55 tov cosssne 42.7 37.6 
PRP ELANIES ch nanssbecsosacss 45.7 45.7 
PRR ICALD Fu oncccccidevedceus 48.1 48.1 
poh ec BUT ae eee 57.0 57.0 
9 Minneapolis ............ 39.8 39.8 

TOM haneas: City :.1,.....: 42.3 42.3 
OUR CE SA eee 40.6 Safa Ses 
Ug) oan PF raticisco: 4..,.. 56.2 56.2 

Sh jit ee ee 54.1 54.1 

Name Day 

See Settlement Days. 

N 

Napoleon 

The French gold twenty franc piece, ap- 
proximately equivalent to $3.86 in United 
States money. (See Foreign Moneys— 
France. ) 

Narrow Market 

A term used of the stock market to denote 

that the volume of business is light, trading 

inactive and that in many issues no sales are 
made at all. Because of the scarcity of, and 

spread between, bids and offers, relatively 

large changes in prices occur on a small 

volume of transactions. 
Applied to a particular security, this term 

means that bids are infrequent and originate 
from but few sources. Thus, stocks of 

small companies not widely known, and stocks 
not listed on one of the large exchanges, usu- 
ally have a narrow market. For that reason 
they usually sell at lower prices than listed 
stocks of equal earnings and property values, 
listed stocks commanding higher market quo- 
tations because they can be more readily dis- 
posed of without sacrifice. 

National Agricultural Credit Cor- 

porations 
Banking corporations authorized by the 

Agricultural Credits Act of 1923. These 
corporations may be organized and con- 

trolled by private capital under the general 
supervision of the Comptroller of the Cur- 
rency with a minimum capital stock of 
$250,000. With certain limitations, National 
banks may subscribe to the capital stock of 

these corporations. 

National agricultural credit corporations 
are empowered to make loans for agricul- 

tural purposes on chattels, live stock, grow- 
ing crops and personal credit up to a period 
of nine months; except that in the case of 

breeding stock and dairy herds the period 
may be extended to three years. Against 
the paper thus discounted, debentures may 
be issued up to an amount to be prescribed 

by the Comptroller of the Currency. A class 

of rediscount banks is provided to facilitate 
the marketing of such debentures. (See 
Farm Credits Act.) 
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National Bank 

A bank incorporated under a_ charter 
granted by the Federal government upon the 

authority of the National Bank Act (q. v.). 

Under a recent amendment of the Act, Na- 
tional bank charters now have a duration of 
ninety-nine years, as against a former dura- 

tion of twenty years. (See National Bank- 

ing System.) 

National Bank Act 

The Act which created the National Bank- 
ing System (q. v.), passed February 25, 1863, 
but radically revised June 3, 1864. Neither 

the original nor amended act provided for 
the abandonment of circulating notes of state 
banks. A further amendment, passed in Feb- 
ruary, 1865, however, imposed a tax of 10 
per cent. on state bank notes, effective Au- 
gust 1, 1866, after which state bank notes 
disappeared from circulation. 

This Act has been amended in many par- 
ticulars since its original passage, and the 

Fedcral Reserve Act (q. v.) may be regarded 
as a further extension of the law regulating 
national-chartered institutions. 

“An act to provide for a national currency 

secured by a pledge of United States bonds, 

and to provide for the circulation and re- 
demption thereof, approved June 3, 1864, 
shall be known as the ‘National bank act’.” 
(Amendment of June 20, 1874, section 1.) 
(See National Bank System.) 

National Bank Call 

The Comptroller of the Currency is re- 

quired by law to call for a statement of con- 

dition of each National bank at least five 
times a year. Calls are made at irregular 
intervals for a statement as of some recent 
past date. This serves the purpose of pre- 
venting the banks from “window dressing”, 
1. e., temporarily placing themselves in a 

favorable condition in order to make a good 
impression. The statement of condition must 
be furnished within five days after the receipt 
of the Comptroller’s notice, otherwise a pen- 

alty of $100 a day for each day of delay, is 
exacted. 

Before the Comptroller’s call is announced, 

a preliminary letter is directed to each na- 
tional bank from the Comptroller’s . office, 
enclosing blank reports and publishers’ cer- 
tificates for use at the time of the énsuing 

call. 

In addition to the regular reports, the 
Comptroller of the Currency may require 
special reports, e. g., (1) statement of loans 

distributed by states, or Federal Reserve dis- 

tricts; (2) statement of deposits distributed 
by states, or Federal Reserve districts; (3) 
statement showing amounts loaned to stock 

exchange brokers on time and call, etc. 
When the reports of National banks in 

pursuance of the Comptroller’s call are re- 

ceived, they are examined, the results tabu- 
lated in the aggregate by cities, states and 

Federal Reserve districts, and made available 
to the public. This body of banking statis- 
tics is of great value to bankers and students 

of banking and when compared with the re- 
sults of previous periods, show the trend of 
banking and credit conditions. (See Comp- 
troller’s Call.) 

National Bank Circulation 
See National Bank Notes. 

National Bank Depository 
See Depository. 

National Bank Examiner 

The National Bank Act now provides for 
the periodic examination of National banks 
through a corps of bank examiners organized 
under the Comptroller of the Currency, who 
with the approval of the Secretary of the 
Treasury, is empowered to appoint civil per- 
sons to act as examiners. The duty of sup- 
ervising bank examinations is delegated by 

the Comptroller of the Currency to the chief 
National bank examiner located in the office 
of the Comptroller of the Currency. The 
chief National bank examiner arranges the 
assignments for the corps of examiners which 

move from bank to bank, and make examina- 

tions in accordance with his instructions, and 
finally report in full. (See Bank Examina- 
tion, Bank Examiners. ) 

National Banking Association 
Another name for National bank. This. 

designation is employed throughout the Na- 
tional Bank Act. 

National Banking System 
A system of numerous independent banks 

established under the authority of the Na- 
tional Bank Act (q. v.), an outgrowth of 
Civil War finance for the purpose of insur- 
ing the sale of Government bonds. Like the 

Bank of England (q. v.), National banks. 
were first created primarily to provide funds 
for the Government. The plan of the system, 
outlined in 1861 by Salmon P. Chase, then 
Secretary of the Treasury, became a law 
February 25, 1863, but has since been 
amended many times. 
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The original act provided for the compul- 

sory purchase by each bank to be organized 
of Government bonds up to at least one-third 

of the capital. Upon being deposited with 
the Treasurer of the United States, such 

bonds might be used as security for circulat- 

ing notes equal in amount to 90 per cent. of 

their par value. Subsequently the act has 

been amended so that National banks are no 

longer required to purchase these bonds, 

which now provide security for circulating 
notes upon to 100 per cent. of their face. 

The maximum amount of circulating notes 

which may be issued is fixed by the capital 

stock; the minimum is one-fourth of the 

capital if less than $150,000, and $50,000 if 

the capital exceeds $150,000. 
Minimum limits are placed upon the capi- 

tal required of National banks which varies 
with the population of the city or town in 

which the bank is located. Where the popu- 
lation is 3,000 or under the minimum capital 

is $25,000; in places above 3,000 and not ex- 
ceeding 6,000 the minimum capital is $50,000 ; 
in towns above 6,000 and not exceeding 50,000 
the minimum capital is $100,000; and in cities 
above 50,000, the minimum capital require- 

ment is $200,000. Until the surplus amounts 
to 20 per cent. of the capital stock, National 
banks are required to carry at least one-tenth 
of their annual net profits to the surplus ac- 
count. 

All National banks are required to be mem- 
bers of the Federal Reserve bank of their 
district and to invest in the capital stock of 
such bank in the amount required by law. 

National banks ate chartered and super- 
vised by a bureau in the Treasury Depart- 
ment, headed by the Comptroller of the Cur- 
rency. Application for a charter, which is 
valid for 99 years and renewable, must be 
lodged with the Comptroller of the Currency, 

and contain the following information: (1) 
name and address of the prospective organ- 
izers (shareholders), at least five in number ; 

(2) number of shares subscribed by each; 

(3) proposed title of bank, and (4) endorse- 
ment of project by three prominent officials. 
The chief organization papers are articles of 
association, organization certificate, oath of 
directors, signature of officers, by-laws, cer- 

tificate as to payment of capital stock, and 
(if desired) order for notes for circulation 
purposes. In order that National banks may 
be readily identified as such, the law requires 

that the word National appear in the title, 
or that the initials N. B. A. (national bank- 
ing association) or N. A. (national associa- 

tion) immediately follow the title. 
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The following general powers are granted 

to National banks: (1) general corporate 
powers, 1.¢., to sue and be sued, etc.; (2) re- 

ceive demand and time deposits; (3) discount 

notes; (4) lend on personal and collateral 
security with certain limitations on the 

amount to a single borrower; (5) lend on 

real estate security if not located in Central 
Reserve Cities (q. v.); (6) issue circulating 

notes on deposit of Government (pre-war) 
bonds; (7) hold real estate for own use or 

in payment of a defaulted loan; (8) make 
acceptances covering domestic, export, and’ 

import shipments of merchandise, or to create 
dollar exchange; (9) deal in foreign ex-. 

change; (10) issue letters of credit; (11) 

deal in gold coin and bullion; (12) maintair 
branches if converted from a state bank or 

trust company; (13) establish branches in 

foreign countries if capital and surplus is 

$1,000,000 or over; (14) receive special de- 

posits through custodianship accounts or the 
rental of safe deposit boxes; (15) exercise 

fiduciary powers if permission is granted by 
Federal Reserve Board and requirements of 

state are met; (16) borrow and rediscount 

from the Federal Reserve Bank; (17) in- 

vest in the stock of foreign banking corpora- 

tions up to 10 per cent. of capital and sur- 
plus if $1,000,000 or over, or up to 5 per 
cent. of capital and surplus, if less; (18) 
deal in United States Government securities : 
and (19) act as insurance agent in towns of 
less than 5,000. 

National banks are preeminently commer- 
cial banks, although in the larger cities, they 
perform a great variety of services. Recent 

bank legislation has tended to eliminate the 

chief differences between the three princi- 
pal bank types, vis., National banks, state 
banks, and trust companies. In most states, 

trust companies are permitted to engage in 

commercial banking. Conversely, national 
and state banks are allowed (with certain 

restrictions) to establish trust departments. 
The great metropolitan banks, whether or- 

ganized as National banks, state banks, or as 

trust companies, are veritable financial de- 

partment stores. They aim to furnish not 

only such banking facilities as they are spe- 

cifically empowered by law to perform, but 

to supplement these facilities with many re- 

finements not mentioned in the law. There 

are over 7,000 National banks in the United 
States. (See Double Liability, Federal Re- 

serve System, Limitations on Acceptance 

Credits, Limitations on Bank Loans, Limita- 

tions on Investments, Limitations on Total 
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Indebtedness of National Banks, National 
Bank Call, National Bank Examiner, Na- 

tional Bank Notes.) 

National Bank Notes 

A form of currency issued by Nationa] 
banks under the authority of the National 
Bank Act (q. v.), and Federal Reserve Act, 
-and also known as national currency. Prior 
to the Federal Reserve Act, National banks 
“were required to purchase United States 
“pre-war) bonds, and deposit them with the 
United States Treasurer, as security for cir- 
‘culating bank notes issued. Under the Fed- 
eral Reserve Act, the purchase of these 
bonds and the issue of circulating notes is no 
longer compulsory, but merely optional. If 
the notes are not issued, the bonds need not 
be purchased. 

National bank notes are taxed according to 
the particular issue of eligible United States 
bonds purchased to secure them. In the case 
of 2 per cent. bonds the tax is % per cent. 
semi-annually; for 3 per cent. and 4 per 

cent. bonds the tax is ™% per cent. semi- 
annually. 

Under the Federal Reserve Act, it is con- 
templated that the Federal Reserve banks 

will gradually purchase all the bonds now 
securing the circulating notes of the National 
banks, which eventually will disappear from 
circulation. A large number of these bonds 
have been taken over by the Federal Re- 

serve banks, against which Federal Reserve 
‘bank notes have been issued. These notes 
share the identical characteristics of national 
bank notes. National banks are not required 
to relinquish the circulation privilege. 

National bank notes are issued in denomi- 
nations as follows: $5, $10, $20, $50, and 
$100. They are engraved with green backs 
and bear a blue seal on the obverse side. 
The charter number of the National bank of 
issue must also appear on the obverse side. 

As in the case of Federal Reserve bank 
notes, a 5 per cent. redemption fund in Law- 
ful Money (q. v.), must be kept with the 
United States Treasurer by the National bank 
of issue for the redemption of these notes, 
should they be presented. This fund does 
‘not earn interest, and may not be considered 
as a part of the bank’s legal reserve. Na- 
tional bank notes are redeemable in gold or 
lawful money at the office of the United 
States Treasurer, or at the bank of issue. 
‘They are not legal tender, but are receivable 
for all public dues, except duties on imports, 

-and may be paid out by the Government for 
-all purposes except interest on the public 
debt and redemption of National bank notes 

No one has ever suffered a loss through 
holding these notes. (See National Bank- 
ing System, United States Money.) 

National Bank Report 
See National Bank Call. 

National Bankruptcy Act 
The following is the text of the National 

Bankruptcy Act of July, 1898, with subse- 
quent revisions: 

DEFINITIONS. 

Sec. 1. (a) The words and phrases used in this 
Act ser in proceedings pursuant hereto shall, un- 
less the same be inconsistent with the context, be 
construed as follows: 

(1) “‘A person against whom a petition has been |. 
filed’? shall include a person who has filed a volun- 
tary petition; (2) ‘‘adjudication’’ shall mean the 
date of the entry of a decree that the defendant, 
in a bankruptcy proceeding, is a bankrupt, or if 
such decree is appealed from, then the date when 
such decree is finally confirmed; (3) ‘“‘appellate 
courts’? shall include the circuit courts of appeals 
of the United States, the supreme courts of the 
Territories, and the Supreme Court of the United 
States; (4) ‘“‘bankrupt’’ shall include a person 
against whom an involuntary petition or an appli- 
cation to set a composition aside or to revoke a 
discharge has been filed, or who has filed a volun- 
tary petition, or who has been adjudged a bank- 
rupt; (5) ‘‘clerk’” shall mean the clerk of a court 
of bankruptcy; (6) ‘‘corporations” shall mean all 
bodies having any of the powers and privileges of 
private corporations not possessed by individuals 
or partnerships, and shall include limited or other 
partnership associations organized under laws mak- 
ing the capital subscribed alone responsible for the 
debts of the association; (7) “‘court’’ shall mean 
the court of bankruptcy in which the proceedings 
are pending, and may include the referee; (8) 
“courts of bankruptcy” shall include the district 
courts of the United States and of the Territories, 
including Porto Rico, the Supreme Court of the 
District of Columbia, and the United States court 
for the District of Alaska; (9) ‘‘creditor’’ shall in- 
clude any one who owns a demand or claim prov- 
able in bankruptcy, and may include his duly au- 
thorized agent, attorney, or proxy; (10) ‘“‘date of 
bankruptcy” or “time of bankruptcy,’’ or 
mencement of proceedings,’”’ or ‘‘bankruptcy,” with 
reference to time, shall mean the date when the 
petition was filed; (11) ‘‘debt’’ shall include any 
debt, demand, or claim provable in bankruptcy; 
(12) “discharge” shall mean the release of a bank- 
rupt from all of his debts which are provable in 
bankruptcy, except such as are excepted by this 
Act; (13) ‘document’ shall include any book, 
deed, or instrument in writing; (14) “holiday” 
shall include Christmas, the Fourth of July, the 
Twenty-second of February, and any day appointed 
by the President of the United States or the Con- 
gress of the United States as a holiday or as a day 
of public fasting or thanksgiving; (15) a person 
shall be deemed insolvent within the provisions of 
this Act whenever the aggregate of his property 
exclusive of any property which he may have con- 
veyed, transferred, concealed, or removed, or per- 
mitted to be concealed or removed, with intent to 
defraud, hinder, or delay his creditors, shall not, 
at a fair valuation, be sufficient in amount to pay 
his debts; (16) ‘‘judge’’ shall mean a judge of a 
court of bankruptcy, not including the referee; 
(17) ‘‘oath” shall include affirmation; (18) “offi- 
cer”’ shall include clerk, marshal, receiver, referee, 
and trustee, and the imposing of a duty upon or 
the forbidding of an act by any officer shall include 
his successor and any person authorized’ by law to 
perform the duties of such officer; (19) “‘persons’’ 
shall include corporations, except where otherwise 
specified, and officers, partnerships, and women, 
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and when used with reference to the commission of 
acts which are herein forbidden shall include persons 
who are participants in the forbidden acts, and the 
agents, officers, and members of the board of di- 
rectors or trustees, or other similar controlling 
bodies of corporations; (20) “petition”? shall mean 
a paper filed in a court of bankruptcy or with a 
clerk or deputy clerk by a debtor praying for the 
benefits of this Act, or by creditors alleging the 
commission of an act of bankruptcy by a debtor 
therein named; (21) ‘referee’ shall mean the ref- 
eree who has jurisdiction of the case or to whom 
the case has been referred, or by any one acting in 
his stead; (22) “conceal’’ shall include secrete, 
falsify, and mutilate; (23) ‘“‘secured creditor” shall 
include a creditor who has security for his debt 
upon the property of the bankrupt of a nature to 
be assignable under this Act, or who owns such a 
debt for which some indorser, surety, or other per- 
sons secondarily liable for the bankrupt has such 
security upon the bankrupt’s assets; (24) ‘States’ 
shall include the Territories, Alaska, Porto Rico, 
and the District of Columbia; (25) ‘transfer’ 
shall include the sale and every other and different 
mode of disposing of or parting with property, or 
the possession of property, absolutely or condition- 
ally, as a payment, pledge, mortgage, gift, or se- 
curity; (26) ‘“‘trustee’” shall include all of the 
trustees of an estate; (27) ‘“‘wage-earner’’ shall 
mean an individual who works for wages, salary, 
or hire, at a rate of compensation not exceeding 
one thousand five hundred dollars per year; (28) 
words importing the masculine gender may be ap- 
plied to and include corporations, partnerships, 
and women; (29) words importing the plural num- 
ber may be applied to and mean only a single per- 
son or thing; (30) words importing the singular 
number may be applied to and mean several per- 
sons or things. 

Courts oF BANKRUPTCY 

Sec. 2. The courts of bankruptcy as hereinbe- 
fore defined, viz., the district courts of the United 
States in the several States, the Supreme Court of 
the District of Columbia, the district courts of the 
several Territories, including Porto Rico, and the 
United States court in the District of Alaska, are 
hereby made courts of bankruptcy, and are here- 
by invested, within their respective territorial limits 
as established, or as they may be hereafter changed, 
with such jurisdiction at law and in equity as will 
enable them to exercise original jurisdiction in 
bankruptcy proceedings, in vacation in chambers 
and during their respective terms, as they are now 
or may be hereafter held, to (1) adjudge persons 
bankrupt who have had their principal place of 
business, resided, or had their domicile within their 
respective territorial jurisdictions for the preced- 
ing six months, or the greater portion thereof, or 
who do not have their principal place of business, 
reside, or have their domicile within the United 
States, but have property within their jurisdictions, 
or who have been adjudged bankrupts by courts 
of competent jurisdiction without the United States 
and have property within their jurisdictions; (2) 
allow claims, disallow claims, reconsider allowed 
or disallowed claims, and allow or disallow them 
against bankrupt estates; (3) appoint receivers or 
the marshals, upon application of parties in interest, 
in case the courts shall find it absolutely necessary, 
for the preservation of estates, to take charge of 
the property of bankrupts after the filing of the pe- 
tition and until it is dismissed or the trustee is 
qualified; (4) arraign, try, and punish bankrupts, 
officers, and other persons, and the agents, officers, 
members of the board of directors or trustees, or 
other similar controlling bodies, of corporations 
for violations of this Act, in accordance with the 
laws of procedure of the United States in force, 
or such as may be hereafter enacted, regulating 
trials for the alleged violation of laws of the 
United States; (5) authorize the business of bank- 
rupts to be conducted for limited periods by re- 
ceivers, the marshals, or trustees, if necessary in 
the best interests of the estates, and allow such 
officers additional compensation for such services, 
as provided in section forty-eight; (6) bring in 
and substitute additional persons or parties in 
proceedings in bankruptcy when necessary for the 

complete determination of a matter in controversy; 
(7) cause the estates of bankrupts to be collected, 
reduced to money and distributed, and determine 
controversies in relation thereto, except as herein 
otherwise provided; (8) close estates, whenever it 
appears that they have been fully administered, 
by approving the final accounts and discharging the 
trustees, and reopen them whenever it appears 
they were closed before being fully administered; 
(9) confirm or reject compositions between debtors 
and their creditors, and set aside compositions and 
reinstate the cases; (10) consider and confirm, 
modify or overrule, or return, with instructions 
for further proceedings, records and findings certi- 
fied to them by referees; (11) determine all claims 
of bankrupts to their exemptions; (12) discharge 
or refuse to discharge bankrupts and set aside dis- 
charges and reinstate the cases; (13) enforce 
obedience by bankrupts, officers, and other persons 
to all lawful orders, by fine or imprisonment or 
fine and imprisonment; (14) extradite bankrupts 
from their respective districts to other districts;. 
(15) make such orders, issue such process, and en- 
ter such judgments in addition to those specifically 
provided for as may be necessary for the enforce- 
ment of the provisions of this Act; (16) punish for 
contempts committed before referees; (17) pursu- 
ant to the recommendation of creditors, or when. 
they neglect to recommend the appointment of 
trustees, appoint trustees, and upon complaints of 
creditors, remove trustees for cause upon hearings. 
and after notices to them; (18) tax costs, whenever 
they are allowed by law, and render judgments. 
therefor against the unsuccessful party, or the 
successful party for cause, or in part against each 
of the parties, and against estates, in proceedings. 
in bankruptcy; (19) transfer cases to other courts. 
of bankruptcy; (20) exercise ancillary jurisdiction 
over persons or property within their respective 
territorial limits in aid of a receiver or trustee ap- 
pointed in any bankruptcy proceedings pending in 
any other court of bankruptcy. Nothing in this. 
section contained shall be construed to deprive a 
court of bankruptcy of any power it would possess 
were certain specific powers not herein enumerated. 

BANKRUPTS. 

Acts of bankruptcy. 
Who may become bankrupts. 
Partners. 
Exemption of bankrupts. 
Duties of bankrupts. 
Death or insanity of bankrupts. 
Protection and detention of bankrupts. 
Extradition of bankrupts. 
Suits by and against bankrupts. 
Compositions, when confirmed. 
Compositions, when set aside. 
Discharges, when granted. 
Discharges, when revoked. 
Codebtors of bankrupts. 
Debts not affected by discharge. 

Sec. 3. (a) Acts of bankruptcy by a person shall 
consist of his having (1) conveyed, transferred, 
concealed, or removed, or permitted to be con- 
cealed or removed, any part of his property with 
intent to hinder, delay, or defraud his creditors, 
or any of them; or (2) transferred, while insolvent, 
any portion of his property to one or more of his 
creditors with intent to prefer such creditors over 
his other creditors; or (3) suffered or permitted, 
while insolvent, any creditor to obtain a preference 
through legal proceedings, and not having at least 
five days before a sale or final disposition of any 
property affected by such preference vacated or 
discharged such preference; or (4) made a general 
assignment for the benefit of his creditors, or, be- 
ing insolvent, applied for a receiver or trustee for 
his property or because of insolvency a receiver 
or trustee has been put in charge of his property 
under the laws of a State, of a Territory, or of 
the United States; or (5) admitted in writing his 
inability to pay his debts and his willingness to be 
adjudged a bankrupt on that ground. 

(b) A petition may be filed against a person who 
is insolvent and who has committed an act of 
bankruptcy within four months after the commis- 
sion of such act. Such time shall not expire until 
four months after (1) the date of the recording 
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or registering of the transfer or assignment when 
the act consists in having made a transfer of any 
of his property with intent to hinder, delay, or de- 
fraud his creditors or for the purpose of giving 
a preference as hereinbefore provided, or a general 
assignment for the benefit of his creditors, if by 
law such recording or registering is required or 
permitted, or, if it is not, from the date when the 
beneficiary takes notorious, exclusive, or contin- 
uous possession of the property unless the peti- 
tioning creditors have received actual notice of 
such transfer or assignment. 

(c) It shall be a complete defense to any pro- 
ceedings in bankruptcy instituted under the first 
subdivision of this section to allege and prove that 
the party proceeded against was not insolvent as 
defined in this Act at the time of the filing of the 
petition against him, and if solvency at such date 
is proved by the alleged bankrupt the proceedings 
shall be dismissed, and under said subdivision one 
the burden of proving solvency shall be on the 
alleged bankrupt. 

(d) Whenever a person against whom a petition 
has been filed as hereinbefore provided under the 
second and third subdivisions of this section takes 
issue with and denies the allegations of his insol- 
vency, it shall be his duty to appear in court on 
the hearing, with his books, papers, and accounts, 
and submit to an examination, and give testimony 
as to all matters tending to establish solvency or 
insolvency, and in case of his failure to so attend 
and submit to examination the burden of proving 
hhis solvency shall rest upon him. 

(e) Whenever a petition is filed by any person 
for the purpose of having another adjudged a 
bankrupt, and an application is made to take charge 
of and hold the property of the alleged bankrupt, 
or any part of the same, prior to the adjudication 
and pending a hearing on the petition, the peti- 
tioner or applicant shall file in the same court a 
bond with at least two good and sufficient surities 
who shall reside within the jurisdiction of said 
court, to be approved by the court or a judge 
thereof, in such sum as the court shall direct, con- 
ditioned for the payment, in case such petition is 
dismissed, to the respondent, his or her personal 
representatives, all costs, expenses, and damages 
occasioned by such. seizure, taking, and detention 
of the property of the alleged bankrupt. If such 
petition be dismissed by the court or withdrawn by 
the petitioner, the respondent or respondents shall 
be allowed all costs, counsel fees, expenses, and 
damages occasioned by such seizure, taking, or de- 
tention of such property. Counsel fees, costs, 
expenses, and damages shall be fixed and allowed 
by the court, and paid by the obligors in such 
bond. 

Sec. 4. (a) Any person, except a municipal, 
railroad, insurance, or banking corporation, shall 
be entitled to the benefits of this Act as a voluntary 
bankrupt. 

(b) Any natural person, except a wage-earner ora 
person engaged chiefly in farming or the tillage of 
the soil, any unincorporated company, and any mon- 
eyed, business, or commercial corporation, except 
a municipal, railroad, insurance, or banking cor- 
poration, owing debts to the amount of one thousand 
dollars or over, may be adjudged an involuntary 
bankrupt upon default or an impartial trial, and 
shall be subject to the provisions and entitled to 
the benefits of this Act. The bankruptcy of a 
corporation shall not release its officers, directors, 
or stockholders, as such, from any liability under 
the laws of a State or Territory or of the United 
States. 

Sec. 5. (a) A partnership, during the continu- 
ation of the partnership business, or after its dis- 
solution and before the final settlement thereof, 
may be adjudged a bankrupt. 

(b) The creditors of the partnership shall ap- 
point the trustee; in other respects so far as pos- 
sible the estate shall be administered as herein 
provided for other estates. 

(c) The court of bankruptcy which has jurisdic- 
tion of one of the partners may have jurisdiction 
of all the partners and of the administration of 
the partnership and individual property. 

(d) The trustees shall keep separate accounts of 

the partnership and of the property belonging to 
the individual partners. 

(e) The expenses shall be paid from the part- 
nership property and the individual property in 
such proportions as the court shall determine. 

(f) The net proceeds of the partnership property 
shall be appropriated to the payment of the part- 
nership debts, and the net proceeds of the indi- 
vidual estate of each partner to the payment of his 
individual debts. Should any surplus remain of 
the property of any partner after paying his indi- 
vidual debts, such surplus shall be added to the 
partnership assets and be applied to the payment 
of the partnership debts. Should any surplus of 
the partnership property remain after paying the 
partnership debts, such surplus shall be added to 
the assets of the individual partners in the propor- 
tion of their respective interests in the partnership. 

(g) The court may permit the proof of the 
claim of the partnership estate against the indi- 
vidual estates, and vice versa, and may marshal 
the assets of the partnership estate and individual 
estates so as to prevent preferences and secure 
the equitable distribution of the property of the 
several estates. 

(h) In the event of one or more but not all of 
the members of a partnership being adjudged bank- 
rupt, the partnership property shall not be admin- 
istered in bankruptcy, unless by consent of the 
partner or partners not adjudged bankrupt; but 
such partner or partners not adjudged bankrupt 
shall settle the partnership business as  expedi- 
tiously as its nature will permit, and account for 
the interest of the partner or partners adjudged 
bankrupt. 

Sec. 6. (a) This Act shall not affect the allow- 
ance to bankrupts of the exemptions which are 
prescribed by the State laws in force at the time 
of the filing of the petition in the State wherein 
they have had their domicile for the six months 
or the greater portion thereof immediately pre- 
ceding the filing of the petition. 

Sec. 7. The bankrupt shall (1) attend the first 
meeting of his creditors, if directed by the court 
or a judge thereof to do so, and the hearing upon 
his application for discharge, if filed; (2) comply 
with all lawful orders of the court; (3) examine 
the correctness of all proofs of claims filed against 
his estate; (4) execute and deliver such papers 
as shall be ordered by the court; (5) execute to his 
trustee transfers of all his property in foreign 
countries; (6) immediately inform his trustees of 
any attempt by his creditors or other persons, to 
evade the provisions of this Act, coming to his 
knowledge; (7) in case of any person having to 
his knowledge proved a false claim against his 
estate, disclose that fact immediately to his trus- 
tee; (8) prepare, make oath to, and file in court 
within ten days, unless further time is granted, 
after the adjudication, if an involuntary bankrupt, 
and with the petition, if a voluntary bankrupt, a 
schedule of his property, showing the amount and 
kind of property, the location thereof, its money 
value in detail, and a list of his creditors, showing 
their residences, if known, if unknown, that fact 
to be stated, the amounts due each of them, the 
consideration thereof, the security held by them, 
if any, and a claim for such exemptions as he may 
be entitled to, all in triplicate, one copy of each 
for the clerk, one for the referee, and one for the 
trustee; and (9) when present at the first meeting 
of his creditors, and at such other times as the 
court shall order, submit to an examination con- 
cerning the conducting of his business, the cause 
of his bankruptcy, his dealings with creditors and 
other persons, the amount, kind, and whereabouts 
of his property, and, in addition, all matters which 
may affect the administration and settlement of his 
estate; but no testimony given by him shall be 
offered in evidence against him in any criminal 

_ proceeding: Provided, however, That he shall not 
be required to attend a meeting of his creditors, 
or at or for an examination at a place more than 
one hundred and fifty miles distant from his home 
or principal place of business, or to examine claims 
except when presented to him, unless ordered by 
the court, or a judge thereof, for cause shown; 
and the bankrupt shall be paid his actual expenses 
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from the estate when examined or required to at- 
tend at any place other than the city, town, or 
village of his residence. 

Sec. 8. (a) The death or insanity of a bankrupt 
shall not abate the proceedings, but the same shall 
be conducted and concluded in the same manner, 
so far as possible, as though he had not died or 
become insane: Provided, That in case of death 
the widow and children shall be entitled to all 
rights of dower and allowance fixed by the laws 
of the State of the bankrupt’s residence. 

Sec. 9. A bankrupt shall be exempt from arrest 
upon civil process except in the following cases: 
(1) When issued from a court of bankruptcy for 
contempt or disobedience of its lawful orders; 
(2) when issued from a State court having juris- 
diction, and served within such State, upon a debt 
or claim from which his discharge in banruptcy 
would not be a release, and in such case he shall 
be exempt from such arrest when in attendance 
upon a court of bankruptcy or engaged in the per- 
formance of a duty imposed by this Act. 

(b) The judge may, at any time after the filing 
of a petition by or against a person, and before 
the expiration of one month after the qualification 
of the trustee, upon satisfactory proof by the aff- 
davits of at least two persons that such bankrupt 
is about to leave the district in which he resides 
or has his principal place of business to avoid ex- 
amination, and that his departure will defeat the 
proceedings in bankruptcy, issue a warrant to the 
marshal, directing him to bring such bankrupt 
forthwith before the court for examination. If 
upon hearing the evidence of the parties it shall 
appear to the court or a judge thereof that the 
allegations are true and that it is necessary, he 
shall order such marshal to keep such bankrupt in 
custody not exceeding ten days, but not imprison 
him, until he shall be. examined and released or 
give bail conditioned for his appearance for ex- 
amination, from time to time, not exceeding in all 
ten days, as required by the court, and for his 
obediance to all lawful orders made in reference 
thereto. 

Sec. 10. (a) Whenever a warrant for the ap- 
prehension of a bankrupt shall have been issued, 
and he shall bave been found within the jurisdic- 
tion of a court other than the one issuing the war- 
rant, he may be extradited in the same manner in 
which persons under indictment are extradited 
from one district within which a district court 
has jurisdiction to another. 

Sec. 11. (a) A suit which is founded upon a 
claim from which a discharge would be a release, 
and which is pending against a person at the time 
of the filing of a petition against him, shall be 
stayed until after an adjudication or the dismissal 
of the petition; if such person is adjudged a bank- 
rupt, such action may be further stayed until 
twelve months after the date of such adjudication, 
or, if within that time such person applies for a 
discharge, then until the question of such discharge 
is determined. 

(b) The court may order the trustee to enter 
his appearance and defend any pending suit against 
the bankrupt. 

(c) A trustee may, with the approval of the 
court, be permitted to prosecute as trustee any suit 
commenced by the bankrupt prior to the adjudi- 
cation, with like force and effect as though it had 
been commenced by him. 

(d) Suits shall not be brought by or against a 
trustee of a bankrupt estate subsequent to two 
years after the estate has been closed. 

Sec. 12. (a) A bankrupt may offer, either be- 
fore or after adjudication, terms of composition 
to his creditors after, but not before, he has been 
examined in open court or at a meeting of his 
creditors, and has filed in court the schedule of 
his property and the list of his creditors required 
to be filed by bankrupts. In compositions before 
adjudication the bankrupt shall file the required 
schedules, and thereupon the court shall call a 
meeting of creditors for the allowance of claims, 
examination of the bankrupt, and preservation or 
conduct of estates, at which meeting the judge or 
referee shall preside; and action upon the petition 
for adjudication shall be delayed until it shall be 
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determined whether such composition shall be con- 
firmed. 

(b) An application for the confirmation of a 
composition may be filed in the court of 
bankruptcy after, but not before, it has been 
accepted in writing by a majority in number of all 
creditors whose claims have been allowed, which 
number must represent a majority in amount of 
such claims, and the consideration to be paid by 
the bankrupt to his creditors, and the money nec- 
essary to pay all debts which have priority and the 
cost of the proceedings, havé been deposited in 
such place as shall be designated by and subject 
to the order of the judge. 

(c) A date and place, with reference to the con- 
venience of the parties in interest, shall be fixed 
for the hearing upon each application for the con- 
firmation of a composition, and such objections 
as may be made to its confirmation. 

(d) The judge shall confirm a composition if 
satisfied that (1) it is for the best interests of the 
creditors; (2) the bankrupt has not been guilty of 
any of the acts or failed to perform any of the 
duties which would be a bar to his discharge; and 
(3) the offer and its acceptance are in good faith 
and have not been made or procured except as 
herein provided, or by any means, promises, or 
acts herein forbidden. 

(e) Upon the confirmation of a composition, the 
consideration shall be distributed as the judge 
shall direct, and the case dismissed. Whenever 
a composition is not confirmed, the estate shall be 
administered in bankruptcy as herein provided. 

Sec. 13. (a) The judge may, upon the applica- 
tion of parties in interest filed at any time within 
six months after a composition has been confirmed, 
set the same aside and reinstate the case, if it 
shall be made to appear upon a trial that fraud 
was practiced in the procuring of such composition, 
and that the knowledge thereof has come to the 
petitioners since the confirmation of such, compo- 
sition. 

Sec. 14. (a) Any person may, after the expira- 
tion of one month and within the next twelve 
months subsequent to being adjudged a bankrupt, 
file an application for a discharge in the court of 
bankruptcy in which the proceedings are pending; 
if it shall be made to appear to the judge that the 
bankrupt was unavoidably prevented from filing it 
within such time, it may be filed within but not 
after the expiration of the next six months. 

(b) The judge shall hear the application for a 
discharge, and such proofs and pleas as may be made 
in opposition thereto by the trustee or other parties 
in interest, at such time as will give the trustee 
or parties in interest a reasonable opportunity to 
be fully heard, and investigate the merits of the 
application and discharge the applicant unless he 
has (1) committed an offence punishable by im- 
prisonment as herein provided; or (2) with intent 
to conceal his financial condition, destroyed, can- 
celed, or failed to keep books of account or records 
from which such condition might be ascertained; or 
(3) obtained money or property on credit upon a 
materially false statement in writing, made by him 
to any person or his representative for the purpose 
of obtaining credit from such person; or (4) at 
any time subsequent to the first day of the four 
months immediately preceding the filing of the peti- 
tion transferred, removed, destroyed, or concealed, 
or permitted to be removed, destroyed, or con- 
cealed, any of his property, with intent to hinder, 
delay, or defraud his creditors; or (5) in voluntary 
proceedings been granted a discharge in bankruptcy 
within six years; or (6) in the course of the pro- 
ceedings in bankruptcy refused to obey any lawful 
order of, or to answer any material question ap- 
proved by the court: Provided, That a trustee shall 
not interpose objections to a bankrupt’s discharge 
until he shall be authorized so to do at a meeting 
of creditors called for that purpose. 

(c) The confirmation of a composition shall dis- 
charge the bankrupt from his debts, other than 
those agreed to be paid by the terms of the com- 
position and those not affected by a discharge. 

Sec. 15. (a) The judge may, upon the applica- 
tion of parties in interest who have not been guilty 
of undue laches, filed at any time within one year 
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after a discharge shall have been granted, revoke 
it upon a trial if it shall be made to appear that 
it was obtained through the fraud of the bankrupt, 
and that the knowledge of the fraud has come to 
the petitioners since the granting of the discharge, 
and that the actual facts did not warrant the dis- 
charge. 

Sec. 16. (a) The liability of a person who is a 
co-debtor with, or guarantor or in any manner a 
surety for, a bankrupt shall not be altered by the 
discharge of such bankrupt. 

Sec. 17. (a) A discharge in bankruptcy shall 
release a bankrupt from all of his provable debts, 
except such as (1) are due as a tax levied by the 
United States, the State, county, district, or muni- 
cipality in which he resides; (2) are liabilities for 
obtaining property by false pretenses or false repre- 
sentations, or for wilful and malicious injuries to the 
person or property of another, or for alimony due 
or to become due, or for maintenance or support 
of wife or child, or for seduction of an unmar- 
ried female, or for criminal conversation; (3) 
have not been duly scheduled in time for proof 
and allowance, with the name of the creditor if 
known to the bankrupt, unless such creditor had 
notice or actual knowledge of the proceedings in 
bankruptcy; or (4) were created by his fraud, em- 
bezzlement, misappropriation, or defalcation while 
acting as an officer or in any fiduciary capacity. 

CouRTS AND PROCEDURE 

Process, pleadings, and adjudications. 
Jury trials. 
Oaths, affirmations. 
Evidence. 
Reference of cases after adjudication. 
Jurisdiction of United States and State courts. 
Jurisdiction of appellate courts. 
Appeals and writs of. error. 
Arbitration of controversies. 
Compromises. 
Designation of newspapers. 
Offenses. 
Rules, forms, and order. 
Computation of time. 
Transfer of cases. 

Sec. 18. (a) Upon the filing of a petition for 
involuntary bankruptcy, service thereof, with a 
writ of subpcena, shall be made upon the person 
therein named as defendant in the same manner 
that service of such process is had upon the com- 
mencement of a suit in equity in the courts of the 
United States, except that it shall be returnable 
within fifteen days, unless the judge shall for 
cause fix a longer time; but in case personal serv- 
ice cannot be made, then notice shall be given 
by publication in the same manner and for the 
same time as provided by law for notice by publi- 
cation in suits to enforce a legal or equitable lien 
in courts of the United States, except that, unless 
the judge shall otherwise direct, the order shall be 
published not more than once a week for two con- 
secutive weeks, and the return day shall be ten 
days after the last publication unless the judge 
shall for cause fix a longer time. 

(b) The bankrupt, or any creditor, may appear 
and plead to the petition within five days after the 
return day, or within such further time as the 
court may allow. 

(c) All pleadings setting up matters of fact shall 
be verified under oath. 

(d) If the bankrupt, or any of his creditors, 
shall appear within the time limited, and controvert 
the facts alleged in the petition, the judge shall de- 
termine, as soon as may be, the issues presented 
by the pleadings, without the intervention of a 
jury, except in cases where a jury trial is given 
by this Act, and makes (make) the adjudication or 
dismiss the petition. 

(e) If on the last day within which pleadings 
may be filed none are filed by the bankrupt or any 
of his creditors, the judge shall on the next day, 
if present, or as soon thereafter as practicable, 
make the adjudication or dismiss the petition. 

(f) If the judge is absent from the district, or 
the division of the district in which the petition is 
pending, on the next day after the last day on 
which pleadings may be filed, and none have been 

filed by the bankrupt or any of his creditors, the 
clerk shall forthwith refer the case to the referee. 

(g) Upon the filing of a voluntary petition the 
judge shall hear the petition and make the adjudi- 
cation or dismiss the petition. If the judge is 
absent from the district, or the division of the 
district in which the petition is filed at the time 
of the filing, the clerk shall forthwith refer the 
case to the referee. 

Sec. 19. (a) A person against whom an involun- 
tary petition has been filed shall be entitled to 
have a trial by jury, in respect to the question of 
his insolvency, except as herein otherwise pro- 
vided, and any act of bankruptcy alleged in such 
petition to have been committed, upon filing a 
written application therefor at or before the time 
within which an answer may be filed. If such ap- 
plication is not filed within such time, a trial by 
jury shall be deemed to have been waived. 

(b) lf a jury is not in attendance upon the 
court, one may be specially summoned for the 
trial, or the case may be postponed. 

(c) The right to submit matters in controversy, 
or an alleged offense under this Act, to a jury 
shall be determined and enjoyed, except as pro- 
vided by this Act, according to the United States 
laws in force or such as may be enacted in rela- 
tion to trials by jury. 

Sec. 20. (a) Oaths required by this Act, ex- 
cept upon hearings in court, may be administered 
by (1) referees; (2) officers authorized to admin- 
ister oaths in proceedings before the courts of the 
United States, or under the laws of the State 
where the same are to be taken; and (3) diplomatic 
or consular officers of the United States in any 
foreign country. 

(b) Any person conscientiously opposed to tak- 
ing an oath may, in lieu thereof, affirm. Any per- 
son who shall affirm falsely shall be punished as 
for the making of a false oath. 

Sec. 21. (a) A court of bankruptcy may, upon 
application of any officer, bankrupt, or creditor, by 
order require any designated person, including the 
bankrupt and his wife, to appear in court or be- 
fore a referee or the judge of any State court, to 
be examined concerning the acts, conduct, or prop- 
erty of a bankrupt whose estate is in process of 
administration under this Act: Provided, That the 
wife may be examined only touching business trans- 
acted by her or to which she is a party, and to de- 
termine the fact whether she has transacted or 
been a party to any business of the bankrupt. 

(b) The right to take depositions in proceedings 
under this Act shall be determined and enjoyed ac- 
cording to the United States laws in force, or such 
as may be enacted relating to the taking of deposi- 
tions, except as herein provided. 

(c) Notice of the taking of depositions shall be 
filed with the referee in every case. When de- 
positions are to be taken in opposition to the 
allowance of a claim notice shall also be served 
upon the claimant, and when in opposition to a 
discharge notice shall also be served upon the 
bankrupt. 

(d) Certified copies of proceedings before a ref- 
eree, or of papers, when issued by the clerk or 
referee, shall be admitted as evidence with like 
force and effect as certified copies of the records 
of district courts of the United States are or may 
be admitted as evidence. 

(e) A certified copy of the order approving the 
bond of a trustee shall constitute conclusive evi- 
dence of the vesting in him of the title to the prop- 
erty of the bankrupt, and if recorded shall impart 
the same notice that a deed from the bankrupt to 
the trustee if recorded would haye imparted had 
not bankruptcy proceedings intervened. 

(f) A certified copy of an order confirming or 
setting aside a composition, or granting or setting 
aside a discharge, not revoked, shall be evidence 
of the jurisdiction of the court, the regularity of 
ape en gy and of the fact that the order was 
made. 

(g) A certified copy of an order confirming a 
composition shall constitute evidence of the revest- 
ing of the title of his property in the bankrupt, and 
if recorded shall impart the same notice that a 

—_ 



ENCYCLOPEDIA OF BANKING AND FINANCE 

deed from the trustee to the bankrupt if recorded 
would impart. 

Sec. 22. (a) After a person has been adjudged 
a bankrupt the judge may cause the trustee to pro- 
ceed with the administration of the estate, or refer 
it (1) generally to the referee or specially with 
only limited authority to act in the premises or to 
consider and report upon specified issues; or (2) 
to any referee within the territorial jurisdiction of 
the court, if the convenience of parties in interest 
will be served thereby, or for cause, or if bankrupt 
does not do business, reside, or have his domicile 
in the district. 

(b) The judge may, at any time, for the con- 
venience of parties or for cause, transfer a case 
from one referee to another, 

Sec. 23. The United States district courts shall 
have jurisdiction of all controversies at law and in 
equity, as distinguished from proceedings in bank- 
ruptcy, between trustees as such and’ adverse 
claimants concerning the property acquired or 
claimed by the trustees, in the same manner and 
to the same extent only as though bankruptcy pro- 
ceedings had not been instituted and such contro- 
versies had been between the bankrupts and such 
adverse claimants. 

(b) Suits by the trustee shall only be brought 
or prosecuted in the courts where the bankrupt, 
whose estate is being administered by such trustee, 
might have brought or prosecuted them if proceed- 
ings in bankruptcy had not been instituted, unless 
by consent of the proposed defendant, except suits 
for the recovery of property under _ section 
sixty-two, sub-division (b), section sixty-nine, sub- 
ee (e), and secton seventy-two, sub-division 
é . 

Sec. 24. (a) The Supreme Court of the United 
States, the circuit courts of appeals of the United 
States, and the supreme courts of the Territories, 
in vacation in chambers and during their respective 
terms, as now or as they may be hereafter held, 
are hereby invested with appellate jurisdiction of 
controversies arising in bankruptcy proceedings 
from the courts of bankruptcy from which they 
have appellate jurisdiction in other cases. The 
Supreme Court of the United States shall exercise 
a like jurisdiction from courts of bankruptcy not 
within any organized circuit of the United States 
and from the Supreme Court of the District of 
Columbia. 

(b) The several circuit courts of appeal shall 
have jurisdiction in equity, either interlocutory or 
final, to superintend and revise in matter of law 
the proceedings of the several inferior courts of 
bankruptcy within their jurisdiction. Such power 
shall be exercised on due notice and petition by 
any party aggrieved. 

Sec. 25. (a) Appeals, as in equity cases, may 
be taken in bankruptcy proceedings from the courts 
of bankruptcy to the circuit court of appeals of the 
United States, and to the supreme court of the 
Territories in the following cases, to-wit, (1) from 
a judgment adjudging or refusing to adjudge the 
defendant a bankrupt; (2) from a judgment allow- 
ing or rejecting a debt or claim of five hundred 
dollars or over. Such appeal shall be taken within 
ten days after the judgment appealed from has 
been rendered, and may be heard and determined 
by the appellate court in term or vacation as the 
case may be. 

(b) From any final decision of a court of appeals 
allowing or rejecting a claim under this Act, an 
appeal may be had under such rules and within 
such time as may be prescribed by the Supreme 
Court of the United States, in the following cases, 
and no other: (1) Where the amount in contro- 
versy exceeds the sum of two thousand dollars, 
and the question involved is one which might have 
been taken on appeal or writ of error from the 
highest court of a State to the Supreme Court of 
the United States; or (2) where some Justice of 
the Supreme Court of the United States shall 
certify that in his opinion the determination of the 
question or questions involved in the allowance or 
rejection of such claim is essential to a uniform 
eeesreuss of this Act throughout the United 
tates. 
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(c) Trustees shall not be required to give bond 
when they take appeals or sue out writs of error. 

(d) Controversies may be certified to the Su- 
preme Court of the United States from other 
courts of the United States, and the former court 
may exercise jurisdiction thereof and issue writs of 
certiorari pursuant to the provisions of the United 
States laws in force or such as may be enacted. 

Sec. 26. (a) The trustee may, pursuant to the 
direction of the court, submit to arbitration any 
controversy arising in the settlement of the estate. 

(6) Three arbitrators shall be chosen by mutual 
consent, or one by the trustee, one by the other 
party to the controversy, and the third by the two 
so chosen, or if they fail to agree in five days after 
their appointment the court shall appoint the third 
arbitrator. 

(c) The written finding of the arbitrators, or a 
majority of them, as to the issues presented, may 
be filed in court, and shall have like force and 
effect as the verdict of a jury. 

Sec. 27. (a) The trustee may, with the approval 
of the court, compromise any controversy arising 
in the administration of the estate upon such terms 
as he may deem for the best interests of the 
estate. 

Sec. 28. (a) Courts of bankruptcy shall by 
order designate a newspaper published within their 
respective territorial districts and in the county 
in which the bankrupt resides or the major part of 
his property is situated, in which notices required 
to be published by this Act and orders which the 
court may direct to be published shall be inserted. 
Any court may in a particular case, for the con- 
venience of parties in interest, designate some 
additional newspaper in which notices and orders 
in such case shall be published. 

Sec. 29. (a) A person shall be punished, by 
imprisonment for a period not to exceed five years, 
upon conviction of the offense of having knowingly 
and fraudulently appropriated to his own _ use, 
embezzled, spent, or unlawfully transferred any 
property or secreted or destroyed any document 
belonging to a bankrupt estate which came into his 
charge as trustee. 

(b) A person shall be punished, by imprison- 
ment for a period not to exceed two years, upon 
conviction of the offense of having knowingly and 
fraudulently (1) concealed while a bankrupt, or 
after his discharge, from his trustee any of the 
property belonging to his estate in bankruptcy; or 
(2) made a false oath or account in, or in rela- 
tion to, any proceeding in bankruptcy; (3) pre- 
sented under oath any false claim for proof 
against the estate of a bankrupt, or used any 
such claim in composition personally or by agent, 
proxy, or attorney, or as agent, proxy, or attor- 
ney; or (4) received any material amount of prop- 
erty from a bankrupt after the filing of the peti- 
tion, with intent to defeat this Act; or (5) ex- 
torted or attempted to extort any money or prop- 
erty from any person as a consideration for act- 
ing or forebearing to act in bankruptcy proceed- 
ings. 

(c) A person shall be punished by fine, not to 
exceed five hundred dollars, and forfeit his office, 
and the same shall thereupon become vacant upon 
conviction of the offense of having knowingly (1) 
acted as a referee in a case in which he is directly 
or indirectly interested; or (2) purchased, while 
a referee, directly or indirectly, any property of 
the estate in bankruptcy of which he is referee; 
or (3) refused, while a referee or trustee, to per- 
mit a reasonable opportunity for the inspection of 
the accounts relating to the affairs of, and the 
papers and records of, estates in his charge by 
Spee in interest when directed by the court so to 

Oo. 
(d) A person shall not be prosecuted for any 

offense arising under this Act unless the indict- 
ment is found or the information is filed in court 
within one year after the commission of the offense. 

Sec. 30. (a) All necessary rules, forms, and 
orders as to procedure for carrying this Act 
into force and effect shall be prescribed, and may 
be amended from time to tine, by the Supreme 
Court of the United States. 

Sec. 31. (a) Whenever time is enumerated by 
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days in this Act, or in any proceeding in bank- 
ruptcy, the number of days shall be computed by 
excluding the first and including the last, unless 
the last fall on a Sunday or holiday, in which 
event the day last included shall be the next day 
thereafter which is not a Sunday or a legal holi- 
day. 

Sec. 32. (a) In the event petitions are filed 
against the same person, or against different mem- 
bers of a partnership, in different courts of bank- 
ruptcy each of which has jurisdiction, the cases 
shall be transferred, by order of the courts relin- 
quishing jurisdiction, to and be consolidated by the 
one of such courts which can proceed with the 
same for the greatest convenience of parties in 
interest. 

OFFICERS, THEIR DUTIES AND COMPENSATION. 

Creation of two offices. 
Appointment, removal, and districts of referees. 
Qualification of referees. 
Oath of office of referees. 
Number of referees. 
Jurisdiction of referees. 
Duties of referees. 
Compensation of referees. 
Contempts before referees. 
Records of referees. 
Referee’s absence or disability. 
Appointment of trustees. 
Qualifications of trustees. 
Death or removal of trustees. 
Duties of trustees. 
Compensation of trustees. 
Compensation restricted. 
Accounts and papers of trustees. 
Bonds of referees and trustees. 
Duties of clerks. 
Compensation of clerks and marshals. 
Clerks of district courts to keep bankruptcy 

records, etc. 
Duties of Attorney-General. 
Statistics of bankruptcy proceedings. 

Sec. 33. (a) The offices of referee and trustee 
are hereby created. 

Sec. 34. (a) Courts of bankruptcy shall, within 
the territorial limits of which they respectively 
have jurisdiction, (1) appoint referees, each for 
a term of two years, and may, in their discretion, 
remove them because their services are not needed 
or for other causes; and (2) designate, and from 
time to time change, the limits of the districts of 
referees, so that each county, where the services 
of a referee are needed, may constitute at least one 
district. 

Sec. 35. (a) Individuals shall not be eligible 
to appointment as referees unless they are respec- 
tively; (1) competent to perform the duties of that 
office; (2) not holding any office of profit or 
emolument under the laws of the United States or 
of any State other than commissioners of deeds, 
justices of the peace, masters in chancery, or 
notaries public; (3) not related by consanguinity 
or affinity, within the third degree as determined 
by the common law, to any of the judges of the 
courts of bankruptcy, or of the justices or judges 
of the appellate courts of the districts wherein 
they may be appointed; and (4) residents of, or 
have their offices in, the territorial districts for 
which they are to be appointed. 

Sec. 36. (a) Referees shall take the same oath 
of office as that prescribed for judges of United 
States courts. 

Sec. 37. (a) Such number of referees shall be 
appointed as may be necessary to assist in expedi- 
tiously transacting the bankruptcy business pend- 
ing in the various courts of bankruptcy. 

Sec. 38. (a) Referees respectively are hereby 
invested, subject always to a review by the judge, 
within the limits of their districts as established 
from time to time, with jurisdiction to (1) con- 
sider all petitions referred to them by the clerks 
and make the adjudications or dismiss the peti- 
tions; (2) exercise the power vested in courts of 
bankruptcy for the administering of oaths to and 
the examination of persons as witnesses and for 
requiring the production of documents in proceed- 
ings before them, except the power of commitment; 

(3) exercise the powers of the judge for the taking 
possession and releasing of the property of the 
bankrupt in the event of the issuance by the clerk 
of a certificate showing the absence of a judge 
from the judicial district or the division of the 
district, or his sickness or inability to act; (4) 
perform such part of the duties, except as to 
questions arising out of the applications of bank- 
rupts for compositions or discharges, as are by 
this Act conferred on courts of bankruptcy and 
as shall be prescribed by rules or orders of the 
courts of bankruptcy of their respective districts, 
except as herein otherwise provided; and (5) upon 
the application of the trustee during the examina- 
tion of the bankrupts, or other proceedings, author- 
ize the employment of stenographers at the expense 
of the estates at a compensation not to exceed ten 

cents per folio for reporting and transcribing the 
proceedings. 

Sec. 39. (a) Referees shall (1) declare divi- 
dends and prepare and deliver to trustees dividend 
sheets showing the dividends declared and to whom 
payable; (2) examine all schedules of property and 
lists of creditors filed by bankrupts and cause such 
as are incomplete or defective to be amended; (3) 
furnish such information concerning the estates 
in process of administration before them as may 
be requested by the parties in interest; (4) give 
notices to creditors as herein provided; (5) make 
up records embodying the evidence, or the sub- 
stance thereof, as agreed upon by the parties in 
all contested matters arising before them, whenever 
requested to do so by either of the parties thereto, 
together with their findings therein, and transmit 
them to the judges; (6) prepare and file the 
schedules of property and lists of creditors re- 
quired to be filed by the bankrupts, or cause the 
same to be done, when the bankrupts fail, refuse, 
or neglect to do so; (7) safely keep perfect, and 
transmit to the clerk the records, herein required 
to be kept by them, when the cases are concluded; 
(8) transmit to the clerks such papers as may be 
on file before them whenever the same are needed 
in any proceedings in courts, and in like manner 
secure the return of such papers after they have 
been used, or, if it be impracticable to transmit 
the original papers, transmit certified copies there- 
of by mail; (9) upon application of any party in 
interest, preserve the evidence taken or the sub- 
stance thereof as agreed upon by the parties before 
them when a stenographer is not in attendance; 
(10) whenever their respective offices are in the 
same cities or towns where the courts of bank- 
ruptcy convene, call upon and receive from the 
clerks all papers filed in courts of bankruptcy 
which have been referred to them. 

(b) Referees shall not (1) act in cases in which 
they are directly or indirectly interested; (2) 
practice as attorneys and counselors at law in any 
bankruptcy proceedings; or (3) purchase, directly 
or indirectly, any property of an estate in bank- 

y. 
Sec. 40. (a) Referees shall receive as full com- 

pensation for their services, payable after they are 
rendered, a fee of fifteen dollars deposited with 
the clerk at the time the petition is filed in each 
case, ~except when a fee is not required from a 
voluntary bankrupt, and twenty-five cents for every 
proof of claim filed for allowance, to be paid from 
the estate, if any, as a part of the cost of admin- 
istration, and from estates which have been ad- 
ministered before them one per centum commis- 
sions on all moneys disbursed to creditors by the 
trustee, or one-half of one per centum on the 
amount to be paid to creditors upon the confirma- 
tion of a composition. 

(b) Whenever a case is transferred from one 
referee to another the judge shall determine the 
proportion in which the fee and commissions there- 
for shall be divided between the referees. 

(c) In the event of the reference of a case being 
revoked before it is concluded, and when the case 
is specially referred, the judge shall determine 
what part of the fee and commissions shall be 
paid to the referee. 

Sec. 41. (a) A person shall not, in proceedings 
before a referee, (1) disobey or resist any lawful 
order, process, or writ; (2) misbehave during a 
hearing or so near the place thereof as to obstruct 

ee EE 
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the same; (3) neglect to produce, after aera. 
been ordered to do so, any pertinent document; 
(4) refuse to appear after having been subpeaenctt 
or, upon appearing, refuse to take the oath as a 
witness, or, after having taken the oath, refuse 
to be examined according to law: Provided, That 
no person shall be required to attend as a witness 
before a referee at a place outside of the State of 
his residence, and more than one hundred miles 
from such place of residence, and only in case his 
lawful mileage and fee for one day’s attendance, 
shall be first paid or tendered to him. 

(b) The referee shall certify the facts to the 
judge, if any person shall do any of the things 
forbidden in this section. The judge shall there- 
upon, in a summary manner, hear the evidence as 
to the acts complained of, and, if it is such as to 
warrant him in so doing, punish such person in 
the same manner and to the same extent as for 
a contempt committed before the court of bank- 
ruptcy, or commit such person upon the same con- 
ditions as if the doing of the forbidden act had 
occurred with reference to the process of, or in 
the presence of, the court. 

Sec. 42. (a) The records of all proceedings in 
each case before a referee shall be kept as nearly 
as may be in the same manner as records are kept 
in equity cases in district courts of the United 
States. 

(b) A record of the proceedings in each case 
shall be kept in a separate book or books, and 
shall, together with the papers on file, constitute 
the records of the case. 

(c) The book or books containing a record of 
the proceedings shall, when the case is concluded 
before the referee, be certified to by him, and, 
together with such papers as are on file before him, 
be transmitted to the court of bankruptcy and shall 
there remain as a part of the records of the court. 

Sec. 43. (a) Whenever the office of a referee 
is vacant, or its occupant is absent or disqualified 
to act, the judge may act, or may appoint another 
referee, or another referee holding an appointment 
under the same court may, by order of the judge, 
temporarily fill the vacancy. 

Sec. 44. (a) The creditors of a bankrupt estate 
shall, at their first meeting after the adjudication 
or after a vacancy has occurred in the office of 
trustee, or after an estate has been reopened, or 
after a composition has been set aside or a dis- 
‘charge revoked, or if there is a vacancy in the 
office of trustee, appoint one trustee or three trus- 
tees of such estate. If the creditors do not appoint 
a trustee or trustees as herein provided, the court 
shall do so. 

Sec. 45. (a) Trustees may be (1) individuals 
who are respectively competent to perform the 
duties of that office, and reside or have an office in 
the judicial district within which they are ap- 
pointed, or (2) corporations authorized by their 
charters or by law to act in such capacity and 
having an office in the judicial district within 
which they are appointed. 

Sec. 46. (a) The death or removal of a trus- 
tee shall not abate any suit or proceeding which 
he is prosecuting or defending at the time of his 
death or removal, but the same may be proceeded 
with or defended by his joint trustee or successor 
in the same manner as though the same had been 
‘commenced or was being defended by such joint 
trustee alone or by such successor. 

Sec. 47. (a) Trustees shall respectively (1) ac- 
count for and pay over to the estates under their 
‘control all interest received by them on property 
of such estates; (2) collect and reduce to money 
the property of the estates for which they are trus- 
tees, under the direction of the court, and close up 
the estate as expeditiously as is compatible with 
the best interests of the parties in interest; and 
such trustees, as to all property in the custody or 
‘coming into the custody of the bankruptcy court, 
shall be deemed vested with all the rights, remedies, 
and powers of a creditor holding a lien by legal 
or equitable proceedings thereon; and also, as to 
all property not in the custody of the bankruptcy 
court, shall be deemed vested with all the rights, 
remedies, and powers of a judgment creditor hold- 
ding an execution duly returned unsatisfied; (3) 
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deposit all money received by them in one of the 
designated depositories; (4) disburse money only 
by check or draft on the depositories in which it 
has been deposited; (5) furnish such information 
concerning the estates of which they are trustees 
and their administration as may be requested by 
parties in interest; (6) keep regular accounts 
showing all amounts received and from _ what 
sources and all amounts expended and on what ac- 
counts; (7) lay before the final meeting of the 
creditors detailed statements of the administration 
of the estates; (8) make final reports and file final 
accounts with the courts fifteen days before the 
days fixed for the final meetings of the creditors; 
(9) pay dividends within ten days after they are 
declared by the referees; (10) report to the courts, 
in writing, the condition of the estates and the 
amounts of money on hand, and such other details 
as may be required by the courts, within the first 
month after their appointment and every two 
months thereafter, unless otherwise ordered by the 
courts; and (11) set apart the bankrupt’s exemp- 
tions and report the items and estimated value 
thereof to the court as soon as practicable after 
their appointment. 

(b) Whenever three trustees have been ap- 
pointed for an estate, the concurrence of at least 
two of them shall be necessary to the validity 
of their every act concerning the administration 
of the estate. 

(c) The trustee shall, within thirty days after 
the adjudication, file a certified copy of the decree 
of adjudication in the office where conveyances of 
real estate are recorded in every county where the 
bankrupt owns real estate not exempt from execu- 
tion, and pay the fee for such filing, and he shall 
receive a compensation of fifty cents for each copy 
so filed, which, together with the filing fee, shall 
be paid out of the estate of the bankrupt as a 
part of the cost and disbursements of the pro- 
ceedings. 

Sec. 48. (a) Trustees shall receive for their 
services, payable after they are rendered, a fee of 
five dollars deposited with the clerk at the time 
the petition is filed in each case, except when a fee 
is not required from a voluntary bankrupt, and 
such commissions on all moneys disbursed or 
turned over to any person, including lien holders, 
by them, as may be allowed by the court, not to 
exceed six per centum on the first five hundred 
dollars or less, four per centum on moneys in ex- 
cess of five hundred dollars and not less than fif- 
teen hundred dollars, two per centum on moneys 
in excess of fifteen hundred dollars and less than 
ten thousand dollars, and one per centum on 
moneys in excess of ten thousand dollars. And 
in case of the confirmation of a composition after 
the trustee has qualified the court may allow him, 
as compensation, not to exceed one-half of one 
per centum of the amount to be paid the creditors 
on such composition. 

(b) In the event of an estate being administered 
by three trustees instead of one trustee or by suc- 
cessive trustees, the court shall apportion the fees 
and commissions between them according to the 
services actually rendered, so that there shall not 
be paid to trustees for the administering of any 
estate a greater amount than one trustee would 

be entitled to. 
(c) The court may, in its discretion, withhold 

all compensation from any trustee who has been 
removed for cause. 

(d) Receivers or marshals appointed pursuant to 
section two, sub-division three, shall receive for 
their services, payable after they are rendered, 
compensation by way of commissions upon the 
moneys disbursed or turned over to any person, 
including lien holders, by them, and also upon the 
moneys turned over by them or afterwards realized 
by the trustees from property turned over in kind 
by them to the trustees, as the court may allow, 
not to exceed six per centum on the first five 
hundred dollars or less, four per centum on moneys 
in excess of five hundred dollars and less than 
one thousand five hundred dollars, two per centum 
on moneys in excess of one thousand five hundred 
dollars and less than ten thousand dollars, and one 
per centum on moneys in excess of ten thousand 
dollars: Provided, That in case of the confirmation 
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of a composition such commissions shall not exceed 
one-half of one per centum of the amount to be 
paid creditors on such compositions: Provided fur- 
ther, That when the receiver or marshal acts as a 
mere custodian and does not carry on the business 
of the bankrupt as provided in clause five of sec- 
tion two, he shall not receive nor be allowed in 
any form or guise more than two per centum on 
the first thousand dollars or less, and one-half of 
one’ per centum on all above one thousand dollars 
on moneys disbursed by him or turned over by him 
to the trustee and or moneys subsequently realized 
from property turned over by him in kind to the 
trustee: Provided further, That before the allow- 
ance of compensation notice of application therefor, 
specifying the amount asked, shall be given to 
creditors in the manner indicated in section si«ty. 

(e) Where the business is conducted by trustees, 
marshals, or receivers, as provided in clause five 
section two, the court may allow such officers addi- 
tional compensation for such services by way of 
commissions upon the moneys disbursed or turned 
over to any person, including lien holders, by them, 
and, in cases of receivers or marshals, also upon 
the moneys turned over by them or afterwards 
realized by the trustees from property turned over 
in kind by them to the trustees; such commissions 
not to exceed six per centum on the first five hun- 
dred dollars or less, four per centum on moneys 
in excess of five hundred dollars and less than one 
thousand five hundred dollars, two per centum on 
moneys in excess of one thousand five hundred 
dollars and less than ten thousand dollars, and one 
per centum on moneys in excess of ten thousand 
dollars: Provided, That in case of the confirmation 
of a composition such commissions shall not ex- 
ceed one-half of one per centum of the amount 
to be paid creditors on such composition: Provided 
further, That before the allowance of compensa- 
tion notice of application therefor, specifying the 
amount asked, shall be given to creditors in the 
manner indicated in section sixty. 

Sec. 49. Neither the referee, receiver, marshal, 
or trustee shall in any form or guise receive, nor 
shall the court allow him, any other or further 
compensation for his services than that expressly 
authorized and prescribed in this act. 

Sec. 50. (a) The accounts and papers of trus- 
tees shall be open to the inspection of officers and 
all parties in interest. 

Sec. 51. (a) Referees, before assuming the du- 
ties of their offices, and within such time as the 
district courts of the United States having juris- 
diction shall prescribe, shall respectively qualify 
by entering into bond to the United States in such 
sum as shall be fixed by such courts, not to ex- 
ceed five thousand dollars, with such sureties as 
shall be approved by such courts, conditioned for 
the faithful performance of their official duties. 

(b) Trustees, before entering upon the perform- 
ance of their official duties, and within ten days 
after their appointment, or within such further 
time, not to exceed five days, as the court may 
permit, shall respectively qualify by entering into 
bond to the United States, with such sureties as 
shall be approved by the courts, conditioned for 
the faithful performance of their official duties. 

(c) The creditors of a bankrupt estate, at their 
first meeting after the adjudication, or after a va- 
cancy has occurred in the office of trustee, or after 
an estate has been reopened, or after a composition 
has been set aside or a discharge revoked, if there 
is a vacancy in the office of trustee, shall fix the 
amount of the bond of the trustee; they may at 
any time increase the amount of the bond. If the 
creditors do not fix the amount of the bond of the 
trustee as herein provided the court shall do so. 

(d) The court shall require evidence as to the 
actual value of the property of sureties. 

(e) There shall be at least two sureties upon 
each bond. 

(f) The actual value of the property of the 
sureties, over and above their liabilities and exemp- 
tions, on each bond shall equal at least the amount 
of such bond. 

(g) Corporations organized for the purpose of 
becoming sureties upon bonds, or authorized by 
law to do so, may be accepted as sureties upon 

the bonds of referees and trustees whenever the 
courts are satisfied that the rights of all parties 
in interest will be thereby amply protected. 

(h) Bonds of referees, trustees, and designated 
depositories shall be filed of record in the office of 
the clerk of the court and may be sued upon in 
the name of the United States for the use of any 
person injured by a breach of their conditions. 

(1) Trustees shall not be liable, personally or on 
their bonds, to the United States, for any penalties. 
or forfeitures incurred by the bankrupts under this 
Act, of whose estates they are respectively trustees. 

(J) Joint trustees may give joint or several 
bonds. 

(k) If any referee or trustee shall fail to give 
bond, as herein provided and within the time lim- 
ited, he shall be deemed to have declined his. 
appointment, and such failure shall create a va- 
cancy in his office. 

(J) Suits upon referees’ bonds shall not be 
brought subsequent to two years after the alleged 
breach of the bond. 

(m) Suits upon trustees’ bonds shall not be 
brought subsequent to two years after the estate 
has been closed. 

Sec. 52. (a) Clerks shall respectively (1) ac- 
count for, as for other fees received by them, the 
clerk’s fee paid in each case and such other fees as 
may be received for certified copies of records. 
which may be prepared for persons other than 
officers; (2) collect the fees of the clerk, referee, 
and trustee in each case instituted before filing. 
the petition, except the petition of a proposed vol- 
untary bankrupt which is accompanied by an aff- 
davit stating that the petitioner is without, and 
cannot obtain, the money with which to pay such 
fees; (3) deliver to the referees upon application 
all papers which may be referred to them, or if 
the offices of such referees are not in the same 
cities or towns as the offices of such clerks, trans- 
mit such papers by mail, and in like manner return 
papers which were received from such referees. 
after they had been used; (4) and within ten 
days after each case has been closed pay to the 
referee, if the case was referred, the fee collected 
for him, and to the trustee the fee collected for 
him at the time of filing the petition. 

Sec. 53. (a) Clerks shall respectively receive as. 
full compensation for their services to each estate, 
a filing fee of ten dollars, except when a fee is not 
required from a voluntary bankrupt. 

(6) Marshals shall receive from the estate where 
an adjudication in bankruptcy is made, except.as. 
herein otherwise provided, for the performance of 
their services in proceedings in bankruptcy, the 
same fees, and account for them in the same way, 
as they are entitled to receive for the performance 
of the same or similar services in other cases in 
accordance with laws in force, or such as may be 
enacted, fixing the compensation of marshals. 

Sec. 54. The clerks of the several district courts. 
of the United States shall prepare and keep in 
their respective offices complete and convenient in- 
dexes of all petitions and discharges in bankruptcy 
filed in the said courts, and shall, when requested 
so to do, issue certificates of search certifying as. 
to whether or not any such petitions or discharges. 
have been filed; and said clerks shall be entitled 
to receive for such certificates the same fees as 
allowed by law for certificates as to judgments in 
said courts: Provided, That said bankruptcy in- 
dexes and dockets shall at all times be open to 
inspection and examination by all persons or cor- 
porations without any fee or charge therefor. 

Sec. 55. (a) The Attorney-General shall annu- 
ally lay before Congress statistical tables showing 
for the whole country, and by States, the number 
of cases during the year of voluntary and involun- 
tary bankruptcy; the amount of the property of the 
estates; the dividends paid and the expenses of ad- 
ministering such estates; and such other like in- 
formation as he may deem important. 

Sec. 56. (a) Officers shall furnish in writing 
and transmit by mail such information as is within 
their knowledge, and as may be shown by the rec- 
ords and papers in their possession, to the At- 
torney General, for statistical purposes, within tem 
days after being requested by him to dv so. 

— 
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CREDITORS. 

Meetings of creditors. 
Voters at meetings of creditors. 
Proof and allowance of claims. 
Notice to creditors. 
Who may file and dismiss petitions. 
Preferred creditors. 

Sec. 57. (a) The court shall cause the first 
meeting of the creditors of a bankrupt, to be held, 
not less than ten nor more than thirty days after 
the adjudication, at the county seat of the county 
in which the bankrupt has had his principal place 
of business, resided, or had his domicile; or if 
that place would be manifestly inconvenient as a 
place of meeting for the parties in interest, or if 
the bankrupt is one who does not do business, 
reside, or have his domicile within the United 
States, the court shall fix a place for the meeting 
which is the most convenient for parties in interest. 
If such meeting should by any mischance not be 
held within such time, the court shall fix the date, 
as soon as may be thereafter, when it shall be held. 

(b>) At the first meeting of creditors the judge 
or referee shall preside, and, before proceeding 
with the other business, may allow or disallow the 
claims of creditors there presented, and may pub- 
licly examine the bankrupt or cause him to be 
examined at the instance of any creditor. 

(c) The creditors shall at each meeting take such 
steps as may be pertinent and necessary for the 
promotion of the best interests of the estate and 
the enforcement of this Act. 

(d) A meeting of creditors subsequent to the 
first one, may be held at any time and place when 
all of the creditors who have secured the allowance 
of their claims sign a written consent to hold a 
meeting at such time and place. 

(e) The court shall call a meeting of creditors 
whenever one-fourth or more in number of those 
who have proven their claims shall file a written 
request to that effect; if such request is signed by 
a majority ef such creditors, which number repre- 
sents a majority in amount of such claims, and 
contains a request for such meeting to be held at 
a designated place, the court shall call such meet- 
ing at such place within thirty days after the date 
of the filing of the request. 

(f) Whenever the affairs of the estate are ready 
to be closed a final meeting of creditors shall be 
ordered. 

Sec. 58. (a) Creditors shall pass upon matters 
submitted to them at their meetings by a majority 
vote in number and amount of claims of all credi- 
tors whose claims have been allowed and are 
present, except as herein otherwise provided. 

(b) Creditors holding claims which are secured 
or have priority shall not, in respect to such claims, 
be entitled to vote at creditors’ meetings, nor shall 
such claims be counted in computing either the 
number of creditors or the amount of their claims, 
unless the amounts of such claims exceed the 
values of such securities or priorities, and then 
only for such excess. 

Sec. 59. (a) Proof of claims shall consist of a 
statement under oath, in writing, signed by a cred- 
itor setting forth the claim, the consideration there- 
for, and whether any, and, if so what, securities 
are held therefor, and whether any, and if so what, 
payments have been made thereon, and that the 
sum claimed is justly owing from the bankrupt to 
the creditor. 

(b) Whenever a claim is founded upon an in- 
strument of writing, such instrument, unless lost 
or destroyed, shall be filed with the proof of claim. 
If such instrument is lost or destroyed, a statement 
of such fact and of the circumstances of such loss 
or destruction shall be filed under oath with the 
claim. After the claim is allowed or disallowed, 
such instrument may be withdrawn by permission 
of the court, upon leaving a copy thereof on file 
with the claim. 

(c) Claims after being proved may, for the pur- 
pose of allowance, be filed by the claimants in the 
court where the proceedings are pending or before 
the referee if the case has been referred. 

(d) Claims which have been duly proved shall 
be allowed, upon receipt by or upon presentation 
to the court, unless objection to their allowance 

shall be made by parties in interest, or their con- 
sideration be continued for cause by the court upon 
its Own motion. 

(e) Claims of secured creditors and upon those 
who have priority may be allowed to enable such 
creditors to participate in the proceedings at credi- 
tors’ meetings held prior to the determination of 
the value of their securities for such sums only as 
to the courts seem to be owing over and above the 
value of their securities or priorities. 

(f) Objections to claims shall be heard and de- 
termined as soon as the convenience of the court 
and the best interests of the estates and the claim- 
ants will permit. 

(g) The claims of creditors who have received 
preferences, voidable under section sixty-two, sub- 
division (b), or to whom conveyances, transfers, 
assignments, or incumbrances, void or voidable 
under section sixty-nine, sub-division (e), have 
been made or given, shall not be allowed unless 
such creditors shall surrender such preferences, 
conveyances, transfers, assignments, or incum- 
brances. 

(h) The value of securities held by secured cred- 
itors shall be determined by converting the same 
into money according to the terms of the agree- 
ment pursuant to which such securities were de- 
livered to such creditors or by such creditors and 
the trustee, by agreement, arbitration, compromise, 
or litigation, as the court may direct, and the 
amount of such value shall be credited upon such 
claims, and a dividend shall be paid only on the 
unpaid balance. 

(1) Whenever a creditor, whose claim against a 
bankrupt estate is secured by the individual under- 
taking of any person, fails to prove such claim, 
such person may do so in the creditor’s name, and 
if he discharge such undertaking in whole or in 
part he shall be subrogated to that extent to the 
rights of the creditor. 

(7) Debts owing to the United States, a State, 
a county, a district, or a municipality as a penalty 
or forfeiture shall not be allowed, except for the 
amount of the pecuniary loss sustained by the act, 
transaction, or proceeding out of which the penalty 
or forfeiture arose, with reasonable and actual costs 
occasioned thereby and such interest as may have 
accrued thereon according to law. 

(k) Claims which have been allowed may be re- 
considered for cause and reallowed or rejected in 
whole or in part, according to the equities of the 
case, before but not after the estate has been 
closed. 

(1) Whenever a claim shall have been recon- 
sidered and rejected, in whole or in part, upon 
which a dividend has been paid, the trustee may 
recover from the creditor the amount of the divi- 
dend received upon the claim if rejected in whole, 
or the proportional part thereof if rejected only in 
part. 

(m) The claim of any estate which is being ad- 
ministered in bankruptcy against any like estate 
may be proved by the trustee and allowed by the 
court in the same manner and upon like terms as 
the claims of other creditors. 

(n) Claims shall not be proved against a bank- 
rupt estate subsequent to one year after the adjudi- 
cation; or if they are liquidated by litigation and 
the final judgment therein is rendered within thirty 
days before or after the expiration of such time, 
then within sixty days after the rendition of such 
judgment: Provided, That the right of infants and 
insane persons without guardians, without notice 
of the proceedings, may continue six months longer. 

Sec. 60 (a) Creditors shall have at least ten 
days’ notice by mail, to their respective addresses 
as they appear in the list of creditors of the bank- 
rupt, or as afterwards filed with the papers in the 
case by the creditors, unless they waive notice in 
writing, of (1) all examinations of the bankrupt; 
(2) all hearings upon applications for the confirma- 
tion of compositions; (3) all meetings of creditors; 
(4) all proposed sales of property; (5) the declara- 
tion and time of payment of dividends; (6) the 
filing of the final accounts of the trustee, and the 
time when and the place where they will be ex- 
amined and passed upon; (7) the proposed compro- 
mise of any controversy; (8) the proposed dismissal 
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of the proceedings; and (9) there shall be thirty 
days’ notice of all applications for the discharge of 
bankrupts. 

(b) Notice to the creditors of the first meeting 
shall be published at least once and may be pub- 
lished such number of additional times as the court 
may direct; the last publication shall be at least 
one week prior to the date fixed for the meeting. 
Nees notices may be published as the court may 
direct. 

(c) All notices shall be given by the referee, 
unless otherwise ordered by the judge. 

Sec. 61. (a) Any qualified person may file a 
petition to be adjudged a voluntary bankrupt. 

(b) Three or more creditors who have provable 
claims against any person which amount in the ag- 
gregate, in excess of the value of securities held 
by them, if any, to five hundred dollars or over; 
or if all of the creditors of such person are less 
than twelve in number, then one of such creditors 
whose claim equals such amount may file a petition 
to have him adjudged a bankrupt. 

(c) Petitions shall be filed in duplicate, one copy 
for the clerk and one for service on the bankrupt. 

(d) If it be averred in the petition that the cred- 
itors of the bankrupt are Jess than twelve in num- 
ber, and less than three creditors have joined as 
petitioners therein, and the answer avers the exist- 
ence of a larger number of creditors, there shall be 
filed with the answer a list under oath of all the 
creditors, with their addresses, and thereupon the 
court shall cause all such creditors to be notified 
of the pendency of such petition and shall delay 
the hearing upon such petition for a reasonable 
time, to the end that parties in interest shall have 
an opportunity to be heard; if upon such hearing 
it shall appear that a sufficient number have joined 
in such petition, or if prior to or during such hear- 
ing a sufficient number shall join therein, the case 
may be proceeded with, but otherwise it shall be 
dismissed. 

(e) In computing the number of creditors of a 
bankrupt for the purpose of determining how many 
creditors must join in the petition, such creditors 
as were employed by him at the time of the filing 
of the petition or are related to him by consan- 
guinity or affinity within the third degree, as de- 
termined by the common law, and have not joined 
in the petition, shall not be counted. 

(f) Creditors other than original petitioners may 
at any time enter their appearance and join in the 
petition, or file an answer and be heard in opposi- 
tion to the prayer of the petition. 

(g) A voluntary or involuntary petition shall not 
be dismissed by the petitioner or petitioners or for 
want of prosecution or by consent of parties until 
after notice to the creditors ; and to that end the 
court shall, before entertaining an application for 
dismissal, require the bankrupt to file a list, under 
oath, of all his creditors, and shall cause notice to 
be sent to all such creditors of the pendency of 
such application, and shall delay the hearing thereon 
for a reasonable time to allow all creditors and 
parties in interest opportunity to be heard. 

Sec. 62. (a) A person shall be deemed to have 
given a preference if, being insolvent, he has, with- 
in four months before the filing of the petition, or 
after the filing of the petition and before the adju- 
dication, procured or suffered a judgment to be 
entered against himself in favor of any person, or 
made a transfer of any of his property, and the 
effect of the enforcement of such judgment or 
transfer will be to enable any one of his creditors 
to obtain a greater percentage of his debt than any 
other of such creditors of the same class. Where 
the preference consists in a transfer, such period 
of four months shall not expire until four months 
after the date of the recording or registering of the 
transfer, if by law such recording or registering is 
required. 

(b) If a bankrupt shall have procured or suf- 
fered a judgment to be entered against him in 
favor of any person or have made a transfer of 
any of his property, and if, at the time of the 
transfer, or of the entry of the judgment, or of 
the recording or registering of the transfer if by 
law recording or registering thereof is required, 
and being within four months before the filing of 

the petition in bankruptcy or after the filing thereof 
and before the adjudication, the bankrupt be in- 
solvent and the judgment or transfer then operate 
as a preference, and the person receiving it or to: 
be benefited thereby, or his agent acting therein, 
shall then have reasonable cause to believe that 
the enforcement of such judgment or transfer 
would effect a preference, it shall be voidable by 
the trustee and he may recover the property or its 
value from such person. And, for the purpose of 
such recovery, any court of bankruptcy, as herein- 
before defined, and any State court which would 
have had jurisdiction if bankruptcy had not inter- 
vened, shall have concurrent jurisdiction. 

(c) If a creditor has been preferred, and after- 
wards in good faith gives the debtor further credit 
without security of any kind for property which 
becomes a part of the debtor’s estates, the amount 
of such new credit remaining unpaid at the time of 
the adjudication in bankruptcy may be set off 
against the amount which would otherwise be re- 
coverable from him. 

(d) If a debtor shall, directly or indirectly, in 
contemplation of the filing of a petition by or 
against him, pay money or transfer property to 
an attorney and counselor at law, solicitor in 
equity, or proctor in admiralty for services to be 
rendered, the transaction shall be reexamined by 
the court on petition of the trustee or any creditor 
and shall only be held valid to the extent of a rea- 
sonable amount to be determined by the court, and 
the excess may be recovered by the trustee for the: 
benefit of the estate. 

ESTATES. 

Depositories for money. 
Expenses of administering estates. 
Debts which may be proved. 
Debts which have priority. 
Declaration and payment of dividends. 
Unclaimed dividends. 
Liens. 
Set-offs and counterclaims. 
Possession of property. 
Title to property. 
Cases prior to June 25, 1910. 

Sec. 63. (a) Courts of bankruptcy shall desig- 
nate by order, banking institutions as depositories 
for the money of bankrupt estates, as convenient 
as may be to the residences of trustees, and shall 
require bonds to the United States, subject to their 
approval, to be given by such banking institutions, 
and may from time to time as occasion may re- 
quire, by like order increase the number of depos- 
itories or the amount of any bond or change such 
depositories. 

Sec. 64. (a) The actual and necessary expenses. 
incurred by officers in the administration of estates 
shall, except where other provisions are made for 
their payment, be reported in detail, under oath, 
and examined and approved or disapproved, by the 
court. If approved, they shall be paid or allowed 
out of the estates in which they were incurred. 

Sec. 65. (a) Debts of the bankrupt may be 
proved and allowed against his estate which are 
(1) a fixed liability, as evidenced by a judgment or 
an instrument in writing, absolutely owing at the 
time of the filing of the petition against him, 
whether then payable or not, with any interest 
thereon which would have been recoverable at that 
date or with a rebate of interest upon such as were 
not then payable and did not bear interest; (2) 
due as costs taxable against an involuntary bank- 
rupt who was at the time of the filing of the peti- 
tion against him plaintiff in a cause of action which 
would pass to the trustee and which the trustee 
declines to prosecute after notice; (3) founded 
upon a claim for taxable costs incurred in good 
faith by a creditor before the filing of a petition an 
action to recover a provable debt; (4) founded 
upon an open account, or upon a contract, ex- 
pressed or implied; and (5) founded upon provable 
debts reduced to judgments after the filing of the 
petition and before the consideration of the bank- 
rupt’s application for a discharge, less costs in- 
curred and interest accrued after the filing of the 
petition and up to the time of the entry of such 
judgments.’ 
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(b) Unliquidated claims against the bankrupt 
may, pursuant to application to the court, be liqui- 
dated in such manner as it shall direct, and may 
thereafter be proved and allowed against the estate. 

Sec. 66. (a) The court shall order the trustee 
to pay all taxes legally due and owing by the 
bankrupt to the United States, State, county, dis- 
trict, or municipality in advance of the payment of 
dividends to creditors, and upon filing the receipts 
of the proper public officers for such payment he 
shall be credited with the amount thereof, and in 
case any question arises as to the amount or 
legality of any such tax the same shall be heard 
and determined by the court. 

(b) The debts to have priority, except as here- 
in provided, and to be paid in full out of the bank- 
rupt estates, and the order of payment shall be 
(1) the actual and necessary cost of preserving 
the estate subsequent to filing the petition; (2) the 
filing fees paid by creditors in involuntary cases, 
and, where property of the bankrupt, transferred 
or concealed by him either before or after the fil- 
ing of the petition, shall have been recovered for 
the benefit of the estate of the bankrupt, by the 
efforts and at the expense of one or more creditors, 
the reasonable expenses of such recovery; (3) the 
cost of administration, including the fees and mile- 
age payable to witnesses as provided or to be pro- 
vided by the laws of the United States, and one 
reasonable attorney’s fee, for the professional serv- 
ices actually rendered, irrespective of the number 
of attorneys employed, to the petitioning creditors 
in involuntary cases, to the bankrupt in involun- 
tary cases while performing the duties herein pre- 
scribed, and to the bankrupt in voluntary cases, 
as the court may allow; (4) wages due to work- 
men, clerks, traveling or city salesmen, or servants 
which have been earned within three months before 
the date of the commencement of proceedings, not 
to exceed three hundred dollars to each claimant; 
and (5) debts owing to any person who by the 
laws of the States or the United States is entitled 
to priority. 

(c) In the event of the confirmation of a com- 
position being set aside, or a discharge revoked, 
the property acquired by the bankrupt in addition 
to his estate at the time the composition was con- 
firmed or the adjudication was made shall be ap- 
plied to the payment in full of the claims of cred- 
itors for property sold to him on credit, in good 
faith, while such composition or discharge was in 
force, and the residue, if any, shall be applied to 
the payment of the debts which were owing at the 
time of the adjudication. 

Sec. 67. (a) Dividends of an equal per centum 
shall be declared and paid on all allowed claims, 
except such as have priority or are secured. 

(b) The first dividend shall be declared within 
thirty days after the adjudication, if the money 
of the estate in excess of the amount necessary to 
pay the debts which have priority and such claims 
as have not been, but probably will be, allowed 
equals five per centum or more of such allowed 
claims. Dividends subsequent to the first shall be 
declared upon like terms as the first and as often 
as the amount shall equal ten per centum or more 
and upon closing the estate. Dividends may be 
declared oftener and in smaller proportions if the 
judge shall so order: Provided, That the first divi- 
dend shall not include more than fifty per centum 
of the money of the estate in excess of the amount 
necessary to pay the debts which have priority and 
such claims as probably will be allowed: And pro- 
vided further, That the final dividend shall not 
be declared within three months after the first 
dividend shall be declared. 

(c) The rights of creditors who have received 
dividends, or in whose favor final dividends have 
been declared, shall not be affected by the proof 
and allowance of claims subsequent to the date 
of such payment or declarations of dividends; but 
the creditors proving and securing the allowance 
of such claims shall be paid dividends equal in 
amount to those already received by the other 
creditors if the estate equals so much before such 
other creditors are paid any further dividends. 

(d) Whenever a person shall have been ad- 
judged a bankrupt by a court without the United 
States and also by a court of bankruptcy, credi- 

tors residing within the United States shall first 
be paid a dividend equal to that received in the 
court without the United States by other creditors 
before creditors who have received a dividend in 
such court shall be paid any amounts. 

(e) A claimant shall not be entitled to collect 
from a bankrupt estate any greater amount than 
rere accrue pursuant to the provisions of this 
Act. 

Sec. 68. (a) Dividends which remain unclaimed 
for six months after the final dividend has been 
declared shall be paid by the trustee into court. 

(b) Dividends remaining unclaimed for one 
year shall, under the direction of the court, be 
distributed to the creditors whose claims have been 
allowed but not paid in full, and after such claims 
have been paid in full the balance shall be paid 
to the bankrupt: Provided, That in case unclaimed 
dividends belong to minors such minors may have 
one year after arriving at majority to claim such 
dividends, 

Sec. 69. (a) Claims which for want of record 
or for other reasons would not have been valid 
liens as against the claims of the creditors of the 
bankrupt shall not be liens against his estate. 

(b) Whenever a creditor is prevented from en- 
forcing his rights as against a lien created, or at- 
tempted to be created, by his debtor, who after- 
wards becomes a bankrupt, the trustee of the 
estate of such bankrupt shall be subrogated to and 
may enforce such rights of such creditor for the 
benefit of the estate. 

(c) <A lien created by or obtained in or pursu- 
ant to any suit or proceeding at law or in equity, 
including an attachment upon mesne process or a 
judgment by confession, which was begun against 
a person within four months before the filing of a 
petition in bankruptcy by or against such person 
shall be dissolved by the adjudication of such per- 
son to be a bankrupt if (1) it appears that said 
lien was obtained and permitted while the defend- 
ant was insolvent and that its existence and en- 
forcement will work a preference or (2) the party 
or parties to be benefited thereby had reasonable 
cause to believe the defendant was insolvent and in 
contemplation of bankruptcy, or (3) that such lien 
was sought and permitted in fraud of the provi- 
sions of this Act; or if the dissolution of such 
lien would militate against the best interests of the 
estate of such person the same shall not be dis- 
solved, but the trustee of the estate of such per- 
son, for the benefit of the estate, shall be subro- 
gated to the rights of the holder of such lien and 
empowered to perfect and enforce the same in his 
name as trustee with like force and effect as such 
holder might have done had not bankruptcy pro- 
ceedings intervened. 

(d) Liens given or accepted in good faith and 
not in contemplation of or in fraud upon this Act, 
and for a present consideration, which have been 
recorded according to law, if record thereof was 
necessary in order to impart notice, shall, to the 
extent of such present consideration only, not be 
affected by this Act. 

(e) All conveyances, transfers, assignments, or 
incumbrances of his property or any part thereof, 
made or given by a person adjudged a bankrupt 
under the provisions of this Act and within four 
months prior to the filing of the petition, with the 
intent and purpose on his part to hinder, delay, 
or defraud his creditors, or any of them, shall be 
null and void as against the creditors of such 
debtor, except as to purchasers in good faith and 
for a present fair consideration; and all property 
of the debtor conveyed, transferred, assigned, or 
encumbered as aforesaid, shall if he be adjudged a 
bankrupt, and the same is not exempt from execu- 
tion and liability for debts by the law of his domi- 
cile, be and remain a part of the assets and estate 
of the bankrupt and shall pass to his said trustee, 
whose duty it shall be to recover and reclaim the 
same by legal proceedings or otherwise for the 
benefit of the creditors. And all conveyances, 
transfers, or incumbrances of his property made 
by a debtor at any time within four months prior 
to the filing of the petition against him, and while 
insolvent, which are held null and void as against 
the creditors of such debtor by the laws of the 
State, Territory, or District in which such prop- 
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erty is situate, shall be deemed null and void under 
this Act against the creditors of such debtor if he 
be adjudged a bankrupt, and such property shall 
pass to the assignee and be by him reclaimed and 
recovered for the benefit of the creditors of the 
bankrupt. For the purpose of such recovery any 
court of bankruptcy as hereinbefore defined, and 
any State court which would have had jurisdiction 
if bankruptcy had not intervened, shall have con- 
current jurisdiction. 

(f) All levies, judgments, attachments, or other 
liens, obtained through legal proceedings against a 
person who is insolvent, at any time within four 
months prior to the filing of a petition in bank- 
ruptcy against him, shall be deemed null and void 
in case he is adjudged a bankrupt, and the prop- 
erty affected by the levy, judgment, attachment or 
other lien shall be deemed wholly discharged and 
released from the same, and shall pass to the 
trustee as a part of the estate of the bankrupt, 
unless the court shall, on due notice, order that 
the right under such levy, judgment, attachment or 
other lien shall be preserved for the benefit of the 
estate; and thereupon the same may pass to and 
shall be preserved by the trustee for the benefit of 
the estate as aforesaid. And the court may order 
such conveyance as shall be necessary to carry the 
purposes of this section into effect: Provided, That 
nothing herein contained shall have the effect to 
destroy or impair the title obtained by such levy, 
judgment, attachment, or other lien, of a bona fide 
purchaser for value who shall have acquired the 
same without notice or reasonable cause for 
inquiry. 

Sec. 70. (a) In all cases of mutual debts or 
mutual credits between the estate of a bankrupt 
and a creditor the account shall be stated and one 
debt shall be set off against the other, and the 
balance only shall be allowed or paid. 

(b) A set-off or counterclaim shall not be allowed 
in favor of any debtor of the bankrupt which (1) 
is not provable against the estate; or (2) was pur- 
chased by or transferred to him after the filing of 
the petition, or within four months before such 
filing, with a view to such use and with knowledge 
or notice that such bankrupt was insolvent, or had 
committed an act of bankruptcy. 

Sec. 71. (a2) A judge may, upon satisfactory 
proof, by affidavit, that a bankrupt against whom 
an involuntary petition has been filed and is pend- 
ing has committed an act of bankruptcy, or has 
neglected, or is neglecting, or is about to so 
neglect his property that it has thereby deteriorated 
or is thereby deteriorating or is about thereby to 
deteriorate in value, issue a warrant to the marshal 
to seize and hold it subject to further orders. Be- 
fore such warrant is issued the petitioners apply- 
ing therefor shall enter into a bond in such an 
amount as the judge shall fix, with such sureties as 
he shall approve, conditioned to indemnify such 
bankrupt for such damages as he shall sustain in 
the event such seizure shall prove to have been 
wrongfully obtained. Such property shall be re- 
leased, if such bankrupt shall give bond in a sum 
which shall be fixed by the judge, with such sure- 
ties as he shall approve, conditioned to turn over 
such property, or pay the value thereof in money 
to the trustee, in the event he is adjudged a bank- 
rupt pursuant to such petition. 

Sec. 72. (a) The trustee of the estate of a bank- 
rupt, upon his appointment and qualification, and 
his successor or successors, if he shall have one 
or more, upon his or their appointment and quali- 
fication, shall in turn be vested. by operation of 
law with the title of the bankrupt, as of the date 
he was adjudged a bankrupt, except in so far as 
it is to property which is exempt, to all (1) docu- 
ments relating to his property; (2) interests in 
patents, patent rights, copyrights, and trade-marks; 
(3) powers which he might have exercised for his 
own benefit, but not those which he might have 
exercised for some other person; (4) property 
transferred by him in fraud of his creditors; (5) 
property which prior to the filing of the petition he 
could by any means have transferred or which 
might have been levied upon and sold under 
judicial process against him: Provided, That when 
any bankrupt shall have any insurance policy 
which has a cash surrender value payable to him- 

self, his estate, or personal representatives, he 
may, within thirty days after the cash surrender 
value has been ascertained and stated to the trustee 
by the company issuing the same, pay or secure to 
the trustee the sum so ascertained and stated, and 
continue to hold, own, and carry such policy free 
from the claims of the creditors participating in 
the distribution of his estate under the bankruptcy 
proceedings, otherwise the policy shall pass to the 
trustee as assets; and (6) rights of action arising 
upon contracts or from the unlawful taking or 
detention of, or injury to, his property. 

(b) All real and personal property belonging to 
bankrupt estates shall be appraised by three disin- 
terested appraisers; they shall be appointed by, and 
report to, the court. Real and personal property 
shall, when practicable, be sold subject to the 
approval of the court; it shall not be sold other- 
wise than subject to the approval of the court for 
eee than seventy-five per centum of its appraised 
value. 

(c) The title to property of a bankrupt estate 
which has been sold, as herein provided, shall be 
conveyed to the purchaser by the trustee. 

(d) Whenever a composition shall be set aside, 
or discharge revoked, the trustee shall, upon his 
appointment and qualification, be vested as herein 
provided with the title to all of the property of 
the bankrupt as of the date of the final decree 
setting aside the composition or revoking the dis- 
charge. 

(e) The trustee may avoid any transfer by the 
bankrupt of his property which any creditor of 
such bankrupt might have avoided, and may re- 
cover the property so transferred, or its value, 
from the person to whom it was transferred, unless 
he was a bona fide holder for value prior to the 
date of the adjudication. Such property may be 
recovered or its value collected from whoever may 
have received it, except a bona fide holder for 
value. For the purpose of such recovery any 
court of bankruptcy as hereinbefore defined, and 
any State court which would have had jurisdiction 
if bankruptcy had not intervened, shall have con- 
current jurisdiction. 

(f) Upon the confirmation of a composition 
offered by a bankrupt, the title to his property 
shall thereupon revest in him. 

Sec. 73. Bankruptcy cases pending on_ the 
twenty-fifth of June, nineteen hundred and ten, 
shall be adjudicated and disposed of conformably 
to the provisions of law in force prior to said date. 

National Bank Tax 
See Taxes. 

National Budget 
See Bureau of the Budget. 

National Currency 
Another name given to National Bank 

Notes (q. v.), and Federal Reserve Bank 
Notes (q. v.). 

National Debt 

The aggregate of bonds, certificates of in- 

debtedness, and other obligations of the 

United States Government. National debt 
should also include the sum of all forms of 
paper money, less the amount of gold and 
silver (at its gold value) in the Treasury or 
with depositories available for its redemption. 

The pre-war debt of the United States 
Government (1913) was $1,028,564,000. The 
post-war debt (as of June 30, 1920) was 
$24,299 321,467. As of May 1, 1923, the 

———————— 



ENCYCLOPEDIA OF BANKING AND FINANCE 

debt of the United States was about $22,850,- 
000,000. 

At the close of the Civil War the per 
capita debt of the Federal Government was 
about $80; in 1870, $60.46; in 1880, $38.27; 
in 1890, $13.60; in 1902, $12.22; in 1913, 
$10.59; in 1923, about $210. (See National 

Income, National Wealth.) 

National Farm Loan Association 

A local association of farmers organized 
under the terms of the Federal Farm Loan 
Act, for the purpose of borrowing money on 

farm mortgages. An association may be 

formed by ten or more farmers who must 
independently subscribe for shares of stock 
in the association to an amount equal to 5 
per cent. of the face of the desired loan. 
Members are, therefore, stockholder-bor- 

rowers who are required to pay, at the time 

the loan is granted, $5.00 in cash for one 
share of the par value of $5.00 for each $100 
borrowed. The minimum capital for an asso- 

ciation is $1,000 and the minimum aggregate 

of loans $20,000. 
A local association is administered by a 

board of not less than five directors chosen 
from among the members. The board elects 
a President, Vice-President, Secretary-Treas- 

urer, and a Loan Committee of three mem- 

bers. An association is required to indorse 
the mortgage notes of its members. These 
are converted into cash at the district Fed- 
eral Land bank for the face amount, pro- 
vided the appraised value of the mortgaged 

land is at least double that of the loan, and 

the amount borrowed by one member is not 
less than $100 or more than $10,000. 
An association requires no building and 

may be conducted with a minimum of ex- 

pense. The principal routine duties fall upon 
the Secretary-Treasurer who receives ap- 
plications for membership and loans, collects 

interest and principal payments, and keeps 
the records of the association. Each asso- 
ciation is required to subscribe for shares 
of the Federal Land bank of its district (par 
value $5.00), to an amount equal to 5 per 
cent. of the aggregate sum desired on mort- 
gage loans. Associations also aid in the sale 

of Federal Farm Loan bonds. (See Fed- 
eral Farm Loan Act, Sec. 7, 8, 9, 10 and 11; 
Federal Farm Loan System.) 

National Income 

The National Bureau of Economic Re- 
search estimates the income of the people of 
the United States for the years 1909-1919 
to be as indicated in the following table. 
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Per Capita 
Total Nat’l. Per Capita Income 
Income Income in 1913 

Year. (Billions.) (In Dollars.) Dollars. 

LOO cca vlverses $28.8 $319 $333 
ISTO dao ss 31.4 340 349 
EO La tvtecacrts hes 333 338 
pA) Ry Pe a 33.0 346 348 
BL Sitar. ctues 34.4 354 354 
1) Heine Ss hi 335 K 
i DL ence da 36.0 358 350 
1A eRe eee 45.4 446 400 

PONT ee 53.9 523 396 
LOLS Su SNhy os 61.0 586 372 
DOO a atitiaid 66.0 (estimated ) 

In the year 1918 the distribution of the 
income of the people of the United States 
was as follows: 

One per cent. of the population had an 
income of $8,000 or more; 5 per cent., in- 
comes above $3,200; 10 per cent., incomes 
above $2,300; 47 per cent., incomes above 
$1,750; 53 per cent., incomes below $1,750. 

Taking average conditions for the above 

ten years in the principal organized indus- 
tries, wages and salaries were about 70 per 
cent. of the total income, while capital re- 
ceived 30 per cent. as rent, interest, and 
profits. The sources of production of the 
national income, taking a general average for 
the ten years are: agricultural 17 per cent.; 
manufacturing 30 per cent.; transportation 9 
per cent.; government 5 per cent.; mining 3 

per cent.; banking 1 per cent.; miscellaneous 
(including professions, retailers, jobbers, 
merchants, domestics, etc.) 33 per cent. 
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National Monetary Commission 
The panic of 1907, perhaps the most seri- 

ous monetary disturbance in the history of 

the United States, revealed the weakness of 
our banking, monetary and credit system, 

and renewed interest in devising methods of 
reform. As a result of the panic and the 
revival of public interest in banking reform, 
on May 30, 1908, Congress passed the so- 
called Aldrich-Vreeland Law, as a tempo- 
rary relief measure until such time as new 

and thorough going constructive banking leg- 
islation could be formulated. With this end 
in view, the Act created the National Mone- 

tary Commission, the function of which was 
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to make an examination of the monetary and 
banking systems of the leading commercial 

nations of the world and to submit a report. 

The sections creating the National Monetary 

Commission are as follows: 

“Sec. 17: That a Commission is hereby 

created, to be called the “National Monetary 

Commission,’ to be composed of nine mem- 
bers of the Senate, to be appointed by the 

presiding officer thereof, and nine members 

of the House of Representatives, to be ap- 

pointed by the speaker thereof; and any va- 

cancy on the commission shall be filled in the 

same manner as the original appointment. 

“Sec. 18: That it shall be the duty of this 

commission to inquire into and report to Con- 

gress at the earliest date practicable, what 

changes are necessary or desirable in the 

monetary system of the United States, or in 

the laws relating to banking and currency 

and for this purpose they are authorized to 

sit during the sessions or recess of Congress, 

at such times and places as they may deem 

desirable, to send for persons and papers, to 

administer oaths, to summons and compel 

the attendance of witnesses, and to employ 

a disbursing officer and such secretaries, ex- 

perts, stenographers, messengers and other 

assistants as shall be necessary to carry out 

the purposes for which said Commission was 

created. The Commission shall have power, 

through sub-committee or otherwise, to ex- 

amine witnesses and to make such investiga- 

tions or examinations in this or other coun- 

tries, of the subjects committed to their 

charge as they shall deem necessary.” 

After four years of investigation, which 

included a study of banking, credit and cur- 

rency systems at home and abroad and with 

the co-operation of economists, bankers and 

business leaders, the commission published 

the result of its findings in 46 volumes, which 

are listed below. These volumes have com- 
pelled widespread interest and constitute one 

of the most complete libraries on banking, 
credit, and currency, ever published. 

In January 1912, the Commission reported 
in full to Congress and submitted a bill 

which later came to be known as the “Al- 
drich Plan,” after Senator Aldrich, the Com- 
mission’s Chairman. Many of the best fea- 
tures of this plan were later embodied in the 

Federal Reserve Act so that the recommen- 

dations with modifications of the Monetary 
Commission found tangible expression in the 
Act which controls our banking, credit and 
currency system today. 
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PUBLICATIONS OF THE NATIONAL 

MONETARY COMMISSION 

Address by SENATOR ALpRICH. The Work 
of the National Montary Commission. (29 
pages) Senate Document 406. 

Suggested plan for monetary legislation, 
by SENATOR ALprICH. (20 pages) Senate 
Document 784. 

Interviews on the Banking and Currency 
systems of England, France, Germany, 

Switzerland and Italy. (541 pages) Senate 
Document 405. 

Statistics for Great Britain, Germany and 
France, 1867-1908, prepared by R. H. INGLIs 
PALGRAVE, F.R.S.; F. W. Hirst, B. Bres- 
LAUER, ROBERT FRANZ, ALBERT AUPETIT, 

and M. Lerevre. (354 pages) Senate Docu- 
ment 578. 

The Credit of Nations and the Trade Bal- 
ance of the United States by Francis W. 
Hirst, editor of the Economist and GEORGE 
PaIsH, editor of the Statist. (213 pages) 

Senate Document 579. 
Fiscal Systems of England, France, Ger- 

many and the Umted States, by J. O. MAN- 
’son, Chief of Division of Accounts, Redemp- 
tion, and Issues. 

ment 403. 

Notes on the Postal Savings Bank Systems 
of the Leading Countries. (128 pages) Sen- 
ate Document 658. 

The Discount System in Europe, by Pauwt. 
M. Warsurc. (43 pages) Senate Document 
402. 

Bank Acceptances, by LAWRENCE MERtON 
Jacoss. (20 pages) Senate Document 569. 

Statistics for the United States, 1867-1909. 
Compiled by A. Pratr ANpREw. ( 282 pages) 
Senate Document 570. 

Special Report from the Banks of the 
United States, 1909. (90 pages). Senate 
Document 325. 

Laws of the United States Concerning 
Money, Banking, and Loans, 1778-1909. Com- 
piled by A. T. Huntrincton, Chief of Divi- 
sion of Loans and Currency, United States 
Treasury, and Rosert J. MAWHINy, law 
clerk, office of the Solicitor of the Treasury. 
(834 pages) Senate Document 580. 

Digest of State Banking Laws, by SAMUEL 
A. WeELLpon. (746 pages) Senate Docu- 
ment 353. 

The First and Second Banks of the United 
States by Dr. T. HotpswortH, of the Uni- 
versity of. Pittsburg, and Dr. Davis \R. 
Dewey, of the Massachusetts Institute of 

Bins SY (311 pages) Senate Document 
she 
State Banking Before the Civil War, by 

Dr. Davis R. Dewey, of Massachusetts In- 

(86 pages) Senate Docu- 
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stitute of Technology, and Dr. Rosert E. 

CHADDOCK, of the University of Penn. (388 
pages) Senate Document 581. 

State Banks and Trust Companies Since 
the Passage of the National Bank act, bv 
Dr. GEorGE E. BARNETT. (366 pages) Sen- 
ate Document 659. 

Bank Loans and Stock Exchange Specula- 
tion, by Dr. JAcop H. HOoLiincer. Senate 
Document 589. 

The Origin of the National Banking Sys- 
tem, by ANDREW MACFarRLAND Davis. (246 
pages) Senate Document 582. 

History of Crises Under the National 
Banking System, by Dr. W. Spracur. (434 
pages) Senate document 538. 

The Use of Credit Instruments in Pay- 
ments in the United States, by Dr. Davin 
KINLEY. (229 pages) Senate Document 399. 

The Independent Treasury System of the 
United States and Its Relation to the Banks 
of the County, by Dr. Davin KrinteEy. (370 
pages) Senate Document 587. 

Seasonal Variations in the Demands for 
Currency and Capital, by Dr. Epwin KeEmM- 
MERER. (517 pages) Senate Document 588. 

Clearing House Methods and Practices, by 
J. G. Cannon. (335 pages) Senate Docu- 
ment 491. 

Suggested Changes in Administrative Fea- 
tures of the National Banking Laws. (374 
pages) Senate Document 404. 

History of the National Bank Currency 
(20 pages) Senate Document 572. 

The History of Banking in Canada, by R. 
M. BrECKENRIDGE, (310 pages) Senate Docu- 
ment 332. 

The Canadian Banking System, by Dr. 
JosEPH JOHNSON. (191 pages) Senate Doc- 
ument 583. 

Interviews of the Banking and Currency 
Systems of Canada. (219 pages) Senate 
Document 584. 

The English Banking System. (294 pages) 
Senate Document 492. 

History of the Bank of England. 
pages) Senate Document 591. 

Evolution of Credit and Banks in France, 
by AwnpreE Liksse. (267 pages) Senate 
Document 522. 

The Bank of France and Its Relation to 
National and International Credit by 
Maurice Patryo. And an article on French 

Savings, by Atrrep NeyMarcKk. (181 
pages) Senate Document 494. 

The History and Methods of the Prix 
Bourse. (276 pages) Senate Document 573. 

The Reichsbank, 1876-1900. (362 pages) 
Senate Document 408. 
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German Imperial Banking Laws. (330 

pages) Senate Document 574. 

The Great German Banks and Their Con- 

centration in Conection With the Economic 
Development of Germany. (1,050 pages) 
Senate Document 593. 

Miscellaneous Articles on German Bank- 

ing. (478 pages) Senate Document 508. 
The German Inquiry of 1908.  Steno- 

graphic reports (Vol. 1, 1,162 pages) Sen- 
ate Document 407. 

Renewal of Reichsbank Charter. 
pages) Senate Document 507. 

The Swiss Banking Law. 
Senate Document 401. 

Italian Banks of Issue. 
ate Document 575. 

The Swedish Banking System. (248 pages): 
Senate Document 576. 

(268 

(269 pages), 

(345 pages) Sen- 

The National Bank of Belgium. (238. 
pages) Senate Document 400. 

The Banking System of Mexico. (284 
pages) Senate Document 493. 

Banking in Russia, Austro-Hungary, Hol- 
land, and Japan. (214 pages) Senate Docu- 
ment 586. 

Financial Diagrams, prepared by A. Piatr 
ANpDREW (24 diagram in color, bound in 
cloth). Senate Document 509. 

National Wealth 

Estimated to be as follows by the United 
States Census Bureau: 

A eae Ree TE hoe er $187,739,071,090 
1904 cateeasscninschy pevhcasbavsonsnecs 107,104,211,917 
LOO0 S nscpeta se eats: as 88,517,306,775 
JERR ete rdp fi x fy Da UNS Op 77 ,000,000,000 
LS 90) a sticeada tiesto sie cte 65,037,090,000 
ISSOR i celeritete et 43,642,000,000 
1S7O Sete i adtcaredt 30;068,518,000 
LOO See. heat ee 16,159,616,000 
[Basel PA consti at ANE 7,135,780,000 

The total national wealth was estimated by 
the Government Loan Organization to be 
$300,000,000,000 on February 1, 1921. 

Negotiable 

Capable of having full title transferred 
by delivery or indorsement from the trans- 
feror to the transferee, regardless of any 

defect that may exist in the transferor’s 
title, and upon which the transferee (or 
holder in due course), may sue in his own 

name. Notes, acceptances, checks, and drafts 

are negotiable. (See Negotiable Instruments, 
Negotiable Securities. ) 
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Negotiable Documents, 
A general term to include all forms of 

Negotiable Instruments (q. v.), and other 
papers which are negotiable by delivery, 
e. g., bearer notes, bearer bonds, coupons; or 

by delivery and indorsemeént, e. g., promis- 
sory note, stock certificate, bill of lading. 
Technically, a negotiable instrument is one 
which calls for the payment of money. An 
instrument which contains an order or prom- 
ise to do any act other than the payment of 
money is not a negotiable instrument within 
the meaning of the Negotiable Instruments ' 
Law. Bills of lading and warehouse re- 
ceipts call for delivery of merchandise, and 
while they cannot be considered negotiable 
instruments, still they may be negotiated. 

Negotiable documents is a term employed 
to designate all papers which may be negoti- 
ated whether negotiable instruments or not 
(See Negotiable Instruments. ) 

Negotiable Instruments 
Written orders or promises to pay money 

which may be transferred from one person 

to another by delivery, or by indorsement 
and delivery, the full legal title thereby be- 
coming vested in the transferee; and further, 
that the negotiation to a Holder in Due 

Course (q. v.), gives such holder the same 
rights as the original payee (promisee) free 
from, any personal or equitable defense 
which might defeat them. In other words, 
one who has purchased a negotiable instru- 
ment in good faith and secured title by 
negotiation is the absolute owner. He does 
not merely purchase as good a title as the 
previous owner. 

Negotiation is achieved (1) by delivery, 
t. e., by merely handing it from one person 
to another, ec. g., when a note is made payable 

to bearer, or where the indorsement on a 

check is in blank; or (2) by Indorsement 
(q. v.), and delivery. 
By the terms of the Negotiable Instruments 

Law (q. v.), an instrument to be negotiable 
must conform to the following requirements : 
(1) it must be in writing and signed by the 
maker or drawer; (2) must contain an un- 

conditional promise or order to pay a certain 
sum in money; (3) must be payable on de- 
mand, or at a fixed or determinable future 
time; (4) must be payable to order or to 

bearer; and (5) where the instrument is ad- 
dressed to a drawee, he must be named or 

otherwise indicated therein with reasonable 
certainty. It is always presumed that the 
parties to a negotiable instrument have legal 
capacity to contract, and that the instrument 
has been issued for a valuable consideration. 

The principal negotiable instruments in 
the United States are checks, bills of ex- 
change, promissory notes, and acceptances. 
A postal money order is not a negotiable in- 
strument. (See Negotiable Securities. ) 

BIBLIOGRAPHY 

S. Wiutston: Negotiable Instruments, 
1915. 

Negotiable Instruments Law 

A law relating to negotiable instruments 

which was first codified and approved by 

several of the states in 1897, and has since 

been adopted and incorporated with certain 

modifications into the statutes of all the 

states. Prior to the enactment of this law 

cases growing out of litigation concerning 

bills, notes, and checks, were governed by the 

common law—a body of rules, customs, and 

principles which had been practice for cen- 
turies in England and the United States. 

The common law is resorted to even now 

when the negotiable instruments. law does 
not cover the controversy. The law is there- 

fore a crystallization of principles thereto- 

fore existing. The first restatement of the 

principles of the common law was the 
British Bills of Exchange Act enacted in 
1882. The American act is to a large extent 

based upon the British law. 

The purpose of the negotiable instruments 
law is to make uniform in all the states the 

law relating to a negotiable commercial 

paper. Commissioners appointed from most 

of the states meet annually in order to pro- 
mote uniformity in state laws. In 1895 they 
undertook the first draft of the negotiable 

instruments law. In the following year it 
was recommended for adoption by the states 
and was adopted in 1897 by Florida, Con- 
necticut, New York and Virginia. At the 
present time all the states have adopted this 
law, although in some cases it has been some- 

what amended. The section numbers of the 
law as recommended by the commissioners 
have not always been followed by the several 
states. The law may be divided into three 
general chapters: the first dealing with nego- 
tiable instruments in general, their form and 
interpretation, negotiation, rights of holders, 
liabilities of parties, presentment, dishonor, 
discharge, etc. The second chapter deals 
with bills of exchange and the third with 

promissory notes and checks. 
The following is the text of the negotiable 

instruments law as incorporated in the 
Statutes of New York State. 



ENCYCLOPEDIA OF BANKING AND FINANCE 

ARTICLE I. 

GENERAL PROVISIONS. 

Section 1. Short title. 
2. Definitions and meaning of terms. 
3. Person primarily liable on instrument. 
4. Reasonable time, what constitutes. 
5. Time, how computed; when last day 

falls on holiday. 
6. Application of Chapter. 
7. Rule of law merchant; when governs, 

§ 1. Short title-—This act shall be known as the 
negotiable instruments law. 

§ 2. Definitions and meaning of terms.—In this 
act, unless the context otherwise requires: 

“Acceptance”? means an acceptance completed by 
delivery or notification. 

“Action”? includes counter-claim and set-off. 
“Bank” includes any person or association of 

persons carrying on the business of banking, 
whether incorporated or not. 

‘Bearer’? means the person in possession of a 
bill or note which is payable to bearer. 

“Bill” means bill of exchange, and ‘‘note’’ 
negotiable promissory note. 

“Delivery” means transfer of possession, actual 
or constructive, from one person to another. 

‘Holder’? means the payee or indorser of a bill 
or note, who is in possession of it, or the bearer 
thereof. 

“Tndorsement’’ means an indorsement completed 
by delivery. 

“Instrument”? means negotiable instrument. 
“Tssues’”? means the first delivery of the instru- 

ment, complete in form, to a person who takes it as 
a holder. 

“Person” includes a body of persons, whether 
incorporated or not. 

“Value” means valuable consideration, 
“Written” includes printed, and ‘‘writing’’ in- 

cludes print. 
oS: Person primarily liable on instrument.— 

The person “primarily” liable on an instrument is 
the person who by the terms of the instrument is 
absolutely required to pay the same. All other 
parties are ‘“‘secondarily”’ liable. 

§ 4. Reasonable time, what constitutes.—In de- 
termining what is a “reasonable time”? or an ‘“un- 
reasonable time,’’ regard is to be had to the nature 
of the instrument, the usage of trade or business 
(if any) with respect to such instruments, and the 
facts of the particular case. 

§ 5. Time, how computed; when last day falls 
on holiday. —Where the day, or the last day, for 
doing any act herein required or permitted to be 
done falls on Sunday or on a holiday, the act may 
be on on the next succeeding secular or business 

means 

°y 6. Application of chapter.—The provisions of 
this act do not apply to negotiable instruments 
made and delivered prior to the passage hereof. 

§ 7. Law merchant; when governs.—In any case 
not provided for in this act the rules of the law 
merchant shall govern. 

ARTICLE II. 

FORM AND INTERPRETATION, 

Section 20. Form of negotiable instrument. 
21. Certainty as to sum; what constitutes. 
22. When promise is unconditional. 
23. Determinable future time; what con- 

stitutes. 
24. Additional provisions not affecting ne- 

gotiablity. 
25. Omissions; seal; particular money. 
26. When payable on demand. 
27. When payable to order. 
28. When payable to bearer. 
29. Terms when sufficient. 
30. Date, presumption as to. 
31. Ante-dated and post-dated. 
32. When date may be inserted. 
33. Blanks, when may be filled. 
34. Incomplete instrument not delivered. 
35. Delivery; when effectual; when pre- 

sumed. 
36. Construction where instrument is am- 

biguous. 
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Section 37. Liability of person signing in trade or 
assummed name. 

38. Signature by agent; authority; how 
shown. 

39. Liability of person signing as agent, et 
cetera. 

40. Signature by procuration; effect of. 
41. Effect of indorsement by infant or cor- 

poration, 
42. Forged signature; effect of. 

§ 20. Form of negotiable instrument,—An_ in- 
strument to be negotiable must conform to the fol- 
lowing requirements: 

1. It must be in writing and signed by the 
maker or drawer. 

2. Must contain an unconditional promise or 
order to pay a sum certain in money. 

3. Must be payable on demand, or at a fixed or- 
determinable future time. 

4. Must be payable to order or to bearer; and 
5. Where the instrument is addressed to a, 

drawee, he must be named or otherwise indicated, 
therein with reasonable certainty. 

§ 21. Certainty as to sum; what constitutes.— 
The sum payable is a sum certain within the mean-~ 
ing of this act, although it is to be paid: 

1. With interest; or 
2. By stated instalments; or 
3. By stated instalments, with a provision that 

upon default in payment of any instalment or of 
interest, the whole shall become due; or 

4. With exchange, whether at a fixed rate or at 
the current rate; or 

5. With costs of collection or an attorney’s fee, 
in case payment shall not be made at maturity. 

§ 22. When promise is unconditional. —An wun- 
qualified order or promise to pay is unconditional 
within the meaning of this act, though coupled 
with: 

1. An indication “of ‘a particular fund out of 
which reimbursement is to be made, or a particular 
account to be debited with the amount, or 

2. A statement of the transaction which gives 
rise to the instrument. 

But an order or promises to pay out of a partic- 
ular fund is not unconditional. 

§ 23. Determinable future time; what consti- 
tutes.—An instrument is payable at a determinable 
future time, within the meaning of this act, which 
is expressed to be payable: 

1. At a fixed period after date or sight; or 
2. On or before a fixed or determinable future 

time specified therein; or 
3. On or at a fixed period after the occurrence 

of a specified event, which is certain to happen, 
though the time of happening be uncertain. 

An instrument payable upon a contingency is not 
negotiable, and the happening of the event does not 
cure the defect. 

§ 24. Additional provisions not affecting nego- 
tiability.—An instrument which contains an order 
or promise to do any act in addition to the pay- 
ment of money is not negotiable. But the negoti- 
able character of an instrument otherwise negoti- 
able is not affected by a provision which: 
_ 1. Authorizes the sale of collateral securities 
in case the instrument be not paid at maturity; or 

2. Authorizes a confession of judgment if the 
instrument be not paid at maturity; or 

3. Waives the benefit of any law intended for 
the advantage or protection of the obligor: or 

4. Gives the holder an election to require some- 
thing to be done in lieu of payment of mofey. 

But nothing in this section shall validate any 
provision or stipulation otherwise illegal. 

§ 25. Omissions; seal; particular money.—The. 
validity and negotiable character of an instrument 
are not affected by the fact that: 

1. It ts not dated; or 
2. Does not specify the value given, or that any 

value has been given therefor; or 
3. Does not specify the place where it is drawn, 

or the place where Le is payable; or 
4. Bears a seal; 
5. Designates a By eeetinaar kind of 

money in which payment is to be made, 
current 
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But nothing in this section shall alter or repeal 
any statute requiring in certain cases the nature 
of the consideration to be stated in the instrument. 

§ 26. When payable on demand.—An instrument 
is payable on demand 

1. Where it is expressed to be payable on de- 
mand, or at sight, or on presentation; or 

2. In which no time for payment is expressed. 
Where an instrument is issued, accepted or in- 

‘dorsed when overdue, it is, as regards the person 
so issuing, accepting or: indorsing it, payable on 
‘demand. 

§ 27. When payable to order.—The instrument 
“as payable to order where it is drawn payable to 
the order of a specified person or to him or his 
-order. It may be drawn payable to the order of: 

1. A payee who is not maker, drawer or drawee; 

2. The drawer or maker; or 
3. The drawee; or 
4. Two or more payees jointly; or 
5. One or some of several payees; or 
‘6. The holder of an office for the time being. 
Where the instrument is payable to order the 

payee must be named or otherwise indicated 
therein with reasonable certainty. 

§ 28. When payable to bearer.—The instrument 
is payable to bearer: 

1. When it is expressed to be so payable; or 
2. When it is payable to a person named therein 

or bearer; or 
3. When it is payable to the order of a fictitious 

oer non-existing person, and such fact was known 
to the person making it so payable; or 

4. When the name of the payee does not ‘pur- 
port to be the name of any person; or 

5. When the only or last indorsement is an in- 
dorsement in blank. 

§ 29. Terms when sufficient.—The instrument 
need not follow the language of this act, but any 
‘terms are sufficient which clearly indicate an inten- 
tion to conform to the requirements hereof. 

§ 30. Date, presumption as to.—Where the in- 
‘strument or an acceptance or any indorsement 
thereon is dated, such date is deemed prima facie 
to be the true date of the making, drawing, accept- 
-ance or indorsement, as the case may be. 

§ 31. Ante-dated and post-dated.—The instru- 
ment is not invalid for the reason only that it is 
ante-dated or post-dated, provided this is not done 
for an illegal or fraudulent purpose. The person 
to whom an instrument so dated is delivered ac- 
‘quires the title thereto as of the date of delivery. 

§ 32. When date may be inserted.—Where an 
instrument expressed to be payable at a fixed period 
after date is issued undated, or where the accept- 
ance of an instrument payable at a fixed period 
after sight is undated, any holder may insert 
therein the true date of issue or acceptance, and 
the instrument shall be payable accordingly. The 
insertion of a wrong date does not avoid the in- 
strument in the hands of a subsequent holder in 
due course; but as to him, the date so inserted is 
to be regarded as the true date. 

§ 33. Blanks; when may be filled.Where the 
instrument is wanting in any material particular, 
the person in possession thereof has a prima facie 
authority to complete it by filling up the blanks 
therein. And a signature on a blank paper de- 
livered by the person making the signature in order 
that the paper may be converted into a negotiable 
instrument operates as a prima facie authority to 
fill it up as such for any amount. In order, how- 
-ever, that any such instrument, when completed, 
may be enforced against any person who became 
‘a party thereto prior to its completion, it must be 
filled up strictly in accordance with the authority 
given and within a reasonable time. But if any 
‘Such instrument, after completion, is negotiated* 
to a holder in due course, it is valid and effectual 
for all purposes in his hands, and he may enforce 
‘ut as if it had been filled up strictly in accordance 
with the authority given and within a reasonable 
‘time. 

§ 34. Incomplete instrument not delivered.— 
Where an incomplete instrument has not been de- 
livered it will not, if completed and negotiated, 
without authority, be a valid contract in the hands 

ENCYCLOPEDIA OF BANKING AND FINANCE 

of any holder, as against any person whose signa- 
ture was placed thereon before delivery. 

§ 35. Delivery; when effectual; when pre- 
sumed.—Every contract on a negotiable instrument 
is incomplete and revocable until delivery of the 

*The word ‘“‘negotiated’’ substituted for ‘“‘negoti- 
able’ by Laws N. Y. 1898, c. 336. 
instrument for the purpose of giving effect thereto. 
As between immediate parties and as regards a re- 
mote party other than a holder in due course, the 
delivery, in order to be effectual, must be made 
either by or under the authority of the party mak- 
ing, drawing, accepting or indorsing, as the case 
may be; and in such case the delivery may be 
shown to have been conditional, or for a_ special 
purpose only, and not for the purpose of trans- 
ferring the property in the instrument. But where 
the instrument is in the hands of a holder in due 
course, a valid delivery thereof by all parties prior 
to him so as to make them liable to him is conclu- 
sively presumed. And where the instrument is no 
longer in the possession of a party whose signature 
appears thereon, a valid and intentional delivery by 
him is presumed until the contrary is proved. 

§ 36. Construction where instrument is ambig- 
uous.—Where the language of the instrument is 
ambiguous, or there are omissions therein, the fol- 
lowing rules of construction apply: 

1. Where the sum payable is expressed in words 
and also in figures and there is a discrepancy be- 
tween the two, the sum denoted by the words is 
the sum payable; but if the words are ambiguous 
or uncertain, references may be had to the figures 
to fix the amount; 

2. Where the instrument provides for the pay- 
ment of interest, without specifying the date from 
which interest is to run, the interest runs from the 
date of the instrument, and if the instrument 
is undated, from the issue thereof; 

3 Where the instrument is not dated, it will be 
considered to be dated as of the time it was issued; 

4. Where there is a conflict between the written 
and printed provisions of the instrument, the writ- 
ten provisions prevail; 

5. Where the instrument is so ambiguous that 
there is doubt whether it is a bill or note, the 
holder may treat it as either at his election; 

6. Where a signature is so placed upon the in- 
strument that it is not clear in what capacity the 
person making the same intended to sign, he is to 
be deemed an indorser; 

7. Where an instrument containing the words 
“T promise to pay” is signed by two or more per- 
sons, they are deemed to be jointly and severally 
liable thereon. 

§ 37. Liability of person signing in trade or as- 
sumed name.—No person is liable on the instru- 
ment whose signature does not appear thereon, ex- 
cept as herein otherwise expressly provided. But 
one who signs in a trade or assumed name will be 
liable to the same extent as if he had,signed in 
his own name. 

§ 38. Signature by agent; authority; how shown. 
—The signature of any party may be made by a 
duly authorized agent. No particular form of 
appointment is necessary for this purpose; and the 
authority of the agent may be established as in 
other cases of agency. 

§ 39. Liability of person signing as agent, etc.— 
Where the instrument contains or a person adds to 
his signature words indicating that he signs for or 
on behalf of a principal, or in a representative 
capacity, he is not liable on the instrument if he 
was duly authorized; but the mere addition of 
words describing him as an agent, or as filling a 
representative character, without disclosing his 
poneibels does not exempt him from personal lia- 
1lity 

§ 40. Signature by procuration; effect of.—A 
signature by “‘procuration” operates as notice that 
the agent has but a limited authority to sign, and 
the principal is bound only in case the agent in so 
signing acted within the actual limits of his au- 
thority. 

§ 41. Effect of indorsement by infant or corpo- 
yvation.—The indorsement or assignment of the in- 
strument by a corporation or by an infant passes 
the property therein, notwithstanding that from 
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want of capacity the corporation or infant may in- 
cur no liability thereon. 

§ 42. Forged signature; effect of —Where a sig- 
nature is forged or made without authority of the 
person whose signature it purports to be, it is 
wholly inoperative, and no right to retain the in- 
strument, or to give a discharge therefor, or to en- 
force payment thereof against any party thereto, 
can be acquired through or under such signature, 
unless the party against whom it is sought to en- 
force such right is precluded from setting up the 
forgery or want of authority. 

ARTICLE III. 

CONSIDERATION OF NEGOTIABLE INSTRUMENTS. 

Section 50. Presumption of consideration. 
1. What constitutes consideration. 

52. What constitutes holder for value. 
53. What lien on instrument constitutes 

holder for value. 
54. Effect of want of consideration. 
55. Liability of accommodation party. 

§ 50. Presumption of consideration.—Every ne- 
gotiable instrument is deemed prima facie to have 
been issued for a valuable consideration; and every 
person whose signature appears thereon to have be- 
come a party thereto for value. 

§ 51. Consideration, what constitutes.—Value is 
any consideration sufficient to support a simple con- 
tract. An antecedent or pre-existing debt constt- 
tutes value; and is deemed such whether the in- 
strument is payable on demand or at a future time. 

§ 52. What constitutes holder for value.—Where 
value has at any time been given for the instru- 
ment, the holder is deemed a holder for value in 
respect to all parties who became such prior to that 
time. 

§ 53. When len on instrument constitutes 
holder for value.—Where the holder has a lien on 
the instrument, arising either from contract or by 
implication of law, he is deemed a holder for value 
to the extent of his lien. 

§ 54. Effect of want of consideration.—Absence 
or failure of consideration is matter of defense as 
against any person not a holder in due course; and 
partial failure of consideration is a defense pro 
tanto, whether the failure is an ascertained and 
liquidated amount or otherwise. 

§ 55. Liability of accommodation party.—An ac- 
commodation party is one who has signed the in- 
strument as maker, drawer, acceptor or indorser, 
without receiving value therefor, and for the pur- 
pose of lending his name to some other person. 
Such a person is liable on the instrument to a 
holder for value, notwithstanding such holder at 
the time of taking the instrument knew him to be 
only an accommodation party. 

ARTICLE IV. 

NEGOTIATION. 

Section 60. What constitutes negotiation. 
61. Indorsement; how made. 
62. Indorsement must be of entire instru- 

ment. 
63. Kinds of indorsement. 
64. Special indorsement; 

blank. 
65. Blank indorsement; how changed to 

special indorsement. 
66. When indorsement restrictive. 
67. Effect of restrictive indorsement; 

rights of indorsee. 
68. Qualified indorsement. 
69. Conditional indorsement. 
70. Indorsement of instrument payable to 

bearer. 
71. Indorsement where payable to two or 

more persons. 
72. Effect of instrument drawn or in- 

dorsed to a person as cashier. 
73. Indorsement where name is misspelled, 

indorsement in 

et cetera. 
74. Indorsement in representative capacity. 
75. Time of indorsement; presumption. 
76. Place of indorsement; presumption. 
77. Continuation of negotiable character. 
78. Striking out indorsement. 

Section 79. Transfer without indorsement; effect 
of. 

80. When prior party may negotiate in- 
strument. 

§ 60. What constitutes negotiation.—An instru- 
ment is negotiated when it is transferred from one 
person to another in such manner as to constitute 
the transferee the holder thereof. If payable to 
bearer it is negotiated by delivery; if payable to 
order it is negotiated by the indorsement of the 
holder completed by delivery. 

§ 61. Indorsement; how made.—The _ indorse- 
ment must be written on the instrument itself or 
upon a paper attached thereto. The signature of 
the indorser, without additional words, is a suffi- 
cient indorsement. 

§ 62. Indorsement must be of entire instru- 
ment.—The indorsement must be an indorsement 
of the entire instrument. An indorsement, which 
purports to transfer to the indorsee a part only of 
the amount payable, or which purports to transfer 
the instrument to two or more indorsees severally, 
does not operate as a negotiation of the instru- 
ment. But where the instrument has been paid in 
part, it may be indorsed as to the residue. 

§ 63. Kinds of indorsement.—An indorsement 
may be either special or in blank; and it may also 
be either restrictive or qualified, or conditional. 

§ 64. Special indorsement; indorsement in blank. 
—A special indorsement specifies the person to 
whom, or to whose order the instrument is to be 
payable; and the indorsement of such indorsee is 
necessary to the further negotiation of the instru- 
ment. An indorsement in blank specifies no in- 
dorsee, and an instrument so indorsed is payable to 
bearer, and may be negotiated by delivery. 

§ 65. Blank indorsement; how changed to special 
indorsement.—The holder may convert a blank in- 
dorsement into a special indorsement by writing 
over the signature of the indorser in blank and 
contract consistent with the character of the in- 
dorsement. 

§ 66. When indorsement restrictivee—An _ in- 
dorsement is restrictive, which either: 

1. Prohibits the further negotiation of the in- 
strument; or 

2. Constitutes the indorsee the agent of the in- 
dorser; or 

3. Vests the title in the indorsee in trust for or 
to the use of some other person. 

Sut the mere absence of words implying power 
to negotiate does not make an indorsement restric- 
tive. 

§ 67. Effect of restrictive indorsement; 
of indorsee.—A_ restrictive 
upon the indorsee the right: 

1. To receive payment of the instrument; 
2. To bring any action thereon that the indorser 

could bring; 
3. To transfer his rights as such indorsee, where 

the form of the indorsement authorizes him to do 
so. 

But all subsequent indorsees acquire only the 
title of the first indorsee under the restrictive in- 
dorsement. 

§ 68. Qualified indorsement.—A qualified in- 
dorsement constitutes the indorser a mere assignor 
of the title of the instrument. It may be made by 
adding to the indorser’s signaure he words ‘“‘with- 
out recourse’? or any words of similar import. 
Such an indorsement does not impair the nego- 
tiable character of the instrument. 

§ 69. Conditional indorsement.—Where an_in- 
dorsement is conditional, a party required to pay 
the instrument may disregard the condition and 
make payment to the indorsee or his transferee, 
whether the condition has been fulfilled or not. 
But any person to whom an instrument so indorsed 
is negotiated will hold the same, or the proceeds 
thereof, subject to the rights of the person in- 
dorsing conditionally. 

§ 70. Indorsement of instrument payable to 
bearer.—Where an instrument, payable to bearer, is 
indorsed specially, it may nevertheless be further 
negotiated by delivery; but the person indorsing 
specially is liable as indorser to only such holders 
as make title through his indorsement. 

} rights 
indorsement confers 
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§ 71. Indorsement where payable to two or more 
persons.—Where an instrument is payable to the 
order of two or more payees or indorsees who are 
not partners, all must indorse, unless the one in- 
dorsing has authority to indorse for the others. 

§ 72. Effect of instrument drawn or indorsed to 
a person as cashier.—Where an instrument is 
drawn or indorsed to a person as “cashier” or 
other fiscal officer of a bank or corporation, it is 
deemed prima facie to be payable to the bank or 
corporation of which he is such officer; and may 
‘be negotiated by either the indorsement of the bank 
or corporation, or the indorsement of the officer. 

§ 73. Indorsement where name is misspelled, et 
cetera.—Where the name of the payee or indorsee 
is wrongly designated or misspelled, he may indorse 
the instrument as therein described, adding, if he 
think fit, his proper signature. 

§ 74. Indorsement in representative capacity.— 
Where any person is under obligation to indorse 
in a representative capacity, he may indorse in such 
terms as to negative personal liability. 

§ 75. Time of indorsement; presumption.—Ex- 
cept where an indorsement bears date after the 
maturity of the instrument, every negotiation is 
deemed prima facie to have been effected before 
the instrument was overdue. 

§ 76. Place of indorsement; presumption.—Ex- 
cept where the contrary appears every indorsement 
is presumed prima facie to have been made at the 
place where the instrument is dated. 

§ 77. Continuation of negotiable character.—An 
instrument negotiable in its origin continues to be 
negotiable until it has been restrictively indorsed 
or discharged by payment or otherwise. 

§ 78. Striking out indorsement.—The holder 
may at any time strike out any indorsement which 
is not necessary to his title. The indorser whose 
indorsement is struck out, and all indorsers sub- 
sequent to him, are thereby relieved from liability 
on the instrument. 

§ 79. Transfer without indorsement; effect of.— 
Where the holder of an instrument payable to his 
order transfers it for value without indorsing it, 
the transfer vests in the transferee such title as 
the transferrer had therein, and the transferee ac- 
quires, in addition, the right to have the indorse- 
ment of the transferrer. But for the purpose of 
determining whether the transferee is a holder in 
due course, the negotiation takes effect as of the 
time when the indorsement is actually made. 

§ 80. When prior party may negotiate imstru- 
ment.—Where an instrument is negotiated back to 
a prior party, such party may, subject to the pro- 
visions of this act, reissue and further negotiate 
the same. But he is not entitled to enforce pay- 
ment thereof against any intervening party to 
whom he was personally liable. 

ARTICLE V. 

RIGHTS OF HOLDER, 

Right of holder to sue; payment. 
What constitutes a holder in due 

course. 
92. When person not deemed holder in 

due course. 
93. Notice before full amount paid. 
94. When title defective. 
95. What constitutes notice of defect. 
96. Rights of holder in due course. 
97. When subject to original defenses. 
98. Who deemed holder in due course. 

§ 90. Right of holder to sue; payment.—The 
holder of a negotiable instrument may sue thereon 
in his own name; and payment to him in due 
course discharges the instrument. 

§ 91. What constitutes a holder in due course.— 
A holder in due course is a holder who has taken 
the instrument under the following conditions: 

1. That it is complete and regular upon its face; 
2. That he became the holder of it before it was 

overdue, and without notice that it had been pre- 
viously dishonored, if such were the fact; 

3. That he took it in good faith and for value; 
4. That at the time it was negotiated to him he 

had no notice of any infirmity in the instrument 
or defect in the title of the person negotiating it. 

Section 90. 
91. 

OF BANKING AND FINANCE 

§ 92. When person not deemed holder in due 
course.—Where an instrument payable on demand 
is negotiated an unreasonable length of time after 
its issue, the holder is not deemed a holder in due 
course. 

§ 93. Notice before full amount paid.—Where 
the transferee receives notice of any infirmity in 
the instrument or defect in the title of the person 
negotiating the same before he has paid the full 
amount agreed to be paid therefor, he will be 
deemed a holder in due course only to the extent 
of the amount theretofore paid by him. 

§ 94. When title defective.—The title of a per- 
son who negotiates an instrument is defective 
within the meaning of this act when he obtained 
the instrument, or any signature thereto, by fraud, 
duress, or force and fear, or other unlawful means, 
or for an illegal consideration, or when he nego- 
tiates it in breach of faith, or under such circum- 
stances as amount to a fraud. 

§ 95. What constitutes notice of defect.—To 
constitute notice of an infirmity in the instrument 
or defect in the title of the person negotiating 
the same, the person to whom it is negotiated 
must have had actual knowledge of the infirmity 
or defect, or knowledge of such facts that his 
rte in. taking the instrument amounted to bad 
aith. 
§ 96. Rights of holder in due course.—A holder 

in due course holds the instrument free from any 
defect of title of prior parties and free from 
defenses available to prior parties among them- 
selves, and may enforce payment of the instru- 
ment for the full amount thereof against all parties 
liable thereon. 

§ 97. When subject to original defenses.—In 
the hands of any holder other than a holder in 
due course, a negotiable instrument is subject to 
the same defenses as if it were non-negotiable. 
But a holder who derives his title through a holder 
in due course, and who is not himself a party to 
any fraud or illegality affecting the instrument, has 
all the rights of such former holder in respect of 
all parties prior to the latter. 

§ 98. Who deemed holder in due _ course. 
—Every holder is deemed prima facie to be a hold- 
er in due course; but when it is shown that the 
title of any person who has negotiated the instru- 
ment was defective, the burden is on the holder to 
prove that he or some person under whom he 
claims acquired the title as a holder in due course. 
But the last-mentioned rule does not apply in 
favor of a party who became bound on the  in- 
strument prior to the acquisition of such defec- 
tive title. 

ARTICLE VI. 

LIABILITIES OF PARTIES. 

Section 110. Liability of maker. 
111. Liability of drawer. 
112. Liability of acceptor. 
113. When person deemed indorser. 
114. Liability of irregular indorser. 
115. Warranty; where negotiation by de- 

livery et cetera. 
116. Liability of general indorsers. 
117. Liability of indorser where paper ne- 

gotiable by delivery. 
118. Order in which indorsers are liable. 
119. Liability of agent or broker. 

§ 110. Liabithty of maker.—The maker of a 
negotiable instrument by making it engages that 
he will pay it according to its tenor; and admits 
the existence of the payee and his then capacity 
to indorse. 

§ 111. Liability of drawer.—The drawer by 
drawing the instrument admits the existence of 
the payee and his then capacity to indorse; and 
engages that on due presentment the instrument 
will be acccepted and paid, or both, according to 
its tenor, and that if it be dishonored and the 
necessary proceedings on dishonor be duly taken, 
he will pay the amount thereof to the holder, 
or to any subsequent indorser who may be com- 
pelled to pay it. But the drawer may insert in 
the instrument an express stipulation negativing 
or limiting his own liability to the holder. 
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§ 112. Liability of acceptor.—The acceptor by 
accepting the instrument engages that he will pay 
it according to the tenor of his acceptance; and 
admits: 

1. The existence of the drawer, the genuine- 
ness of his signature, and his capacity and author- 
ity to draw the instrument; and 

2. The existence of the payee and his then 
capacity to indorse. 

§ 113. When person deemed indorser.—A per- 
son placing his signature upon an_ instrument 
otherwise than as maker, drawer or acceptor is 
deemed to be an indorser, unless he clearly in- 
dicates by appropriate words, his intention to be 
bound in some other capacity. 

§ 114. Liability of irregular indorser.—Where 
a person, not otherwise a party to an instrument, 

places thereon his signature in blank before de- 
livery, he is liable as indorser in accordance with 
the following rules: 

1. If the instrument is payable to the order 
of a third person, he is liable to the payee and 
to all subsequent parties. 

2. If the instrument is payable to the order 
of the maker or drawer, or is payable to bearer, 
he is liable to all parties subsequent to the maker 
or drawer. 

3. If he signs for the accommodation of the 
payee he is liable to all parties subsequent to the 
payee. 

§ 115. Waranty where negotiation by delivery, 
et cetera.—Every person negotiating an instrument 
by delivery or by a qualified indorsement, war- 
rants: 

1. That the instrument is genuine and in all 
respects what it purports to be; 

2. That he has a good title to it; 
‘3. That all prior parties had capacity to con- 

tract; 
4. That he has no knowledge of any fact which 

would impair the validity of the instrument or 
render it valueless. 

But when the negotiation is by delivery only, 
the warranty extends in favor of no holder other 
than the immediate transferee. The provisions 
of subdivision three of this section do not apply 
to persons negotiating public or corporate securi- 
ties, other than bills and notes. 

§ 116. Liability of general indorser.—Every in- 
dorser who indorses without qualification, warrants 
to all susequent holders in due course: 

1. The matter and things mentioned in subdivi- 
sions one, two and three of the next preceding 
section; and 

2: That the instrument is at the time of his 
indorsement valid and subsisting. 

And, in addition, he engages that on due pre- 
sentment, it shall be accepted or paid, or both, as 
the case may be, according to its tenor, and that 
if it be dishonored, and the necessary proceedings 
on dishonor be duly taken, he will pay the amount 
thereof to the holder, or to any subsequent in- 
dorser who may be compelled to pay it. 

§ 117. Liability of indorser where paper negoti- 
able by delivery.—Where a person places his in- 
dorsement on an instrument negotiable by de- 
livery he incurs all the liabilities of an indorser. 

§ 118. Order in which indorsers are liable—As 
respects one another, indorsers are liable prima 
facie in the order in which they indorse; but 
evidence is admissible to show that as between 
or among themselves they have agreed otherwise. 
Joint payees or joint indorsees who indorse are 
deemed to indorse jointly and severally. 

§ 119. Liability of agent or broker.—Where a 
broker or other agent negotiates an instrument 
without indorsement, he incurs all the liabilities 
prescribed by section one hundred and fifteen of 
this act, unless he discloses the name of his prin- 
cipal, and the fact that he is acting only as agent, 

ARTICLE VII. 
PRESENTMENT FOR PAYMENT. 

Section 130. Effect of want of demand on princi- 
pal debtor. 

131. Presentment where instrument is not 
payable on demand. 
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Section 132. What constitutes a sufficient present- 
ment. 

133. Place of presentment. 
134. Instrument must be exhibited. 
135. Presentment where instrument pay- 

able at bank. 
136. Presentment where principal debtor 

is dead. 
137. Presentment to persons liable as part- 

ners. 
138. Presentment to joint debtors. 
139. When presentment not required to 

charge the drawer. 
140. When presentment not required to 

charge the indorser. 
141. When delay in making presentment 

is excused. 
142. When presentment may be dispensed 

with. : 
143. When instrument dishonored by non- 

payment. 
144. Liability of person secondarily liable, 

when instrument dishonored. 
145. Time of maturity. 
146. Time; how computed. 
147. Rule where instrument payable at 

bank. 
148. What constitutes payment in due 

course. 

§ 130. Effect of want of demand on principal 
debtor.—Presentment for payment is not necessary 
in order to charge the person primarily liable on 
the instrument; but if the instrument is, by its 
terms, payable at a special place, and he is able and 
willing to pay it there at maturity and has funds 
there available for that purpose, such ability and 
willingness are equivalent to a tender of payment 
upon his part. But except as herein otherwise pro- 
vided, presentment for payment is necessary in 
order to charge the drawer and indorsers. 

§ 131. Presentment where instrument is not 
payable on demand.—Where the instrument is not 
payable on demand, presentment must be made on 
the day it falls due. Where it is payable on de- 
mand, presentment must be made within a reason- 
able time after its issue, except that in case of a 
bill of exchange, presentment for payment will be 
sufficient if made within a reasonable time after the 
last negotiation thereof. 

§ 132. What constitutes a sufficient present- 
ment.—Presentment for payment, to be sufficient, 
must be made: 

1. By the holder, or by some person authorized 
to receive payment on his behalf; 

At a reasonable hour on a business day; 
3. At a proper place as herein defined; 
4, To the person primarily liable on the instru- 

ment, or if he is absent or inaccessible, to any per- 
ees found at the place where the presentment is 
made. 

§ 133. Place of presentment.—Presentment for 
payment is made at the proper place. 

Where a place of payment is specified in the 
instrument and it is there presented; 

2. Where no place of payment is specified, but 
the address of the person to make payment is given 
in the instrument and it is there presented; 

3. Where no place of payment is specified and 
no address is given and the instrument is presented 
at the usual place of business or residence of the 
person to make payment. 

4. In any other case if presented to the person 
to make payment wherever he can be found, or if 
presented at his last known place of business or 
residence. 

§ 134. Instrument must be exhibited.—The in- 
strument must be exhibited to the person from 
whom payment is demanded, and when it is paid 
must be delivered up to the party paying it. 

§ 135. Presentment where instrument payable at 
bank.—Where the instrument is payable at a bank, 
presentment for payment must be made during 
banking hours, unless the person to make payment 
has no funds there to meet it at any time during 
the day, in which case presentment at any hour 
before the bank is closed on that day is sufficient. 

§ 136. Presentment where principal debtor is 
dead.—Where the person primarily liable on the in- 
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strument is dead, and no place of payment is speci- 
fied, presentment for payment must be made to 
his personal representative, if such there be, and 
if with the exercise of reasonable diligence, he can 
be found. 

§ 137. Presentment to persons liable as partners. 
—Where the persons primarily liable on the in- 
strument are liable as partners, and no place of 
payment is specified, presentment for payment may 
be made to any one of them, even though there 
has been a dissolution of the firm. 

§ 138. Presentment to joint debtors.—Where 
there are several persons not partners, primarily 
liable on the instrument, and no place of payment 
is specified, presentment must be made to them all 

§ 139. When presentment not required to charge 
the drawer.—Presentment for payment is not re- 
quired in order to charge the drawer where he has 
no right to expect or require that the drawee or 
acceptor will pay the instrument. 

§ 140. When presentment not required to 
charge the indorser.—Presentment for payment is 
not required in order to charge an indorser where 
the instrument was made or accepted for his ac- 
commodation, and he has no reason to expect that 
the instrument will be paid if presented. 

§ 141. When delay in making presentment is ex- 
cused.—Delay in making presentment for payment 
is excused when the delay is caused by circum- 
stances beyond the control of the holder and not 
imputable to his default, misconduct or negligence. 
When the cause of delay ceases to operate, pre- 
sentment must be made with reasonable diligence. 

§ 142. When presentment may be dispensed 
with.—Presentment for payment is dispensed with: 

1. Where, after the exercise of reasonable dili- 
gence presentment as required by this act cannot 
be made; 

2. Where the drawer is a fictitious person; 
3. By waiver of presentment express or implied. 

§ 143. When instrument dishonored by non-pay- 
ment.—The instrument is dishonored by non-pay- 
ment when: 

1. It is duly presented for payment and payment 
is refused or cannot be obtained; or 

2. Presentment is excused and the instrument is 
overdue and unpaid. 

§144. Liability of person secondarily liable, 
when instrument dishonored.—Subject to the pro- 
visions of this act, when the instrument is dis- 
honored by non-payment, an immediate right of re- 
course to all parties secondarily liable thereon, ac- 
crues to the holder. 

§145. Time of maturity.—Every negotiable in- 
strument is payable at the time fixed therein with- 
out grace. When the day of maturity falls upon 
Sunday or a holiday, the instrument is payable on 
the next succeeding business day. Instruments 
falling due or becoming payable* on Saturday are 
to be presented for payment on the next succeeding 
business day, except that instruments payable on 
demand may, at the option of the holder, be pre- 
sented for payment before twelve o’clock noon on 
Saturday when that entire day is not a holiday. 

§ 146. Time; how computed.—Where the instru- 
ment is payable at a fixed period after date, after 
sight, or after the happening of a specified event, 
the time of payment is determined by excluding 
the day from which the time is to begin to run, 
and by including the date of payment. 

§ 147. Rule where instrument payable at bank. 
—Where the instrument is made payable at a bank 
it is equivalent to an order to the bank to pay the 
same for the account of the principal debtor there- 
on. 

§ 148. What constitutes payment in due course. 
—Payment is made in due course when it is made 
at or after the maturity of the instrument te the 
holder thereof in good faith and without notice 
that his title is defective. 

* The words ‘‘or becoming payable” were added 
by Laws N. Y. 1898, c. 336. They are not in the 
statute in the other States. 

ARTICLE VIII. 

NOTICE OF DISHONOR. 

Section 160. To whom notice of dishonor must be 
given. 

161. By whom given. 
162. Notice given by agent. 
163. Effect of notice given on behalf of 

holder. 
164. Effect where notice is given by party 

entitled thereto. 
165. When agent may give notice. 
166. When notice sufficient. 
167. Form of notice. 
168. To whom notice may be given. 
169. Notice where party is dead. 
170. Notice to partners. 
171. Notice to persons jointly liable. 
172. Notice to bankrupt. 
173. Time within which notice must be 

given. 
174. Where parties reside in same place. 
175. Where parties reside in different 

places. 
176. When sender deemed to have given 

due notice. 
177. Deposit in post-office, what consti- 

tutes. 
178. Notice to subsequent parties, time of. 
179. Where notice must be sent. 
180. Waiver of notice. 
181. Whom affected by waiver. 
182. Waiver of protest. 
183. When notice dispensed with. 
184. Delay in giving notice; how excused. 
185. When notice need not be given to 

drawer. 
186. When notice need not be given to 

indorser. 
187. Notice of non-payment where accep- 

tance refused. 
188. Effect on omission to give notice of 

non-acceptance. 

189. When protest need not be made; 
when must be made. 

§ 160. To whom notice of dishonor must be 
given.—Except as herein otherwise provided, when 
a negotiable instrument has been dishonored by 
non-acceptance or non-payment, notice of dishonor 
must be given to the drawer and to each indorser, 
and any drawer or indorser to whom such notice 
is not given is discharged. 

§ 161. By whom given.—The notice may be 
given by or on behalf of the holder, or by or on 
behalf of any party to the instrument who might 
be compelled to pay it to the holder, and who, upon 
taking it up, would have a right to reimbursement 
from the party to whom the notice is given. 

§ 162. Notice given by agent.—Notice of dis- 
honor may be given by an agent either in his own 
name or in the name of any party entitled to give 
notice, whether that party be his principal or not. 

§ 163. Effect of notice given on behalf of holder. 
—Where notice is given by or on behalf of the 
holder, it enures for the benefit of all subsequent 
holders and all prior parties who have a right of 
recourse against the party to whom it is given. 

§164. Effect where notice 1s given by party en- 
titled thereto.—Where notice is given by or on be- 
half of a party entitled to give notice, it enures 
for the benefit of the holder and all parties subse- 
quent to the party to whom notice is given. 

§165. When agent may give notice.—Where the 
instrument has been dishonored in the hands of an 
agent, he may either himself give notice to the 
parties liable thereon, or he may give notice to 
his principal. If he give notice to his principal, he 
must do so within the same time as if he were the 
holder, and the principal, upon the receipt of 
such notice, has himself the same time for giving 
notice as if the agent had been an independent 
holder. 

§ 166. When notice sufficient.—A written notice 
need not be signed, and an insufficient written no- 
tice may be supplemented and validated by verbal 
communication. A misdescription of the instru- 
ment does not vitiate the notice unless the party to 
whom the notice is given is in fact misled thereby. 
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§167. Form of notice.—The notice may be writ- 
ten or merely oral, and may be given in any terms 
which sufficiently identify the instrument, and in- 
dicate that it has been dishonored by non-accep- 
tance or non-payment. It may in all cases be given 
by delivering it personally or through the mails. 

§ 168. To whom notice may be given.—Notice 
of dishonor may be given either to the party him- 
self or to his agent in that behalf. 

§ 169. Notice where party is dead.—When any 
party is dead, and his death is known to the party 
giving notice, the notice must be given to a per- 
sonal representative, if there be one, and if with 
reasonable diligence he can be found. If there be 
no personal representative, notice may be sent to 
the last residence or last place of business of the 
deceased. 

§ 170. Notice to partners.—Where the parties 
to be notified are partners, notice to any one part- 
ner is notice to the firm, even though there has 
been a dissolution. 

§ 171. Notice to persons jointly liable.—Notice 
to joint parties who are not partners must be given 
to each of them, unless one of them has authority 
to receive such notice for the others. 

§ 172. Notice to bankrupt.—Where a party has 
been adjudged a bankrupt or an insolvent, or has 
made an assignment for the benefit of creditors, no- 
tice may be given either to the party himself or to 
his trustee or assignee. 

§ 173. Time within which notice must be given. 
—wNotice may be given as soon as the instrument is 
dishonored; and unless delay is excused as herein- 
after provided, must be given within the times 
fixed by this act. 

§ 174. Where parties reside in the same place.— 
Where the person giving and the person to receive 
notice reside in the same place, notice must be 
given within the following times: 

1. If given at the place of business of the per- 
son to receive notice, it must be given before the 
close of business hours on the day following: 

2. If given at his residence, it must be given 
before the usual hours of rest on the day follow- 
ing: 

3. If sent by mail, it must be deposited in the 
post office in time to reach him in usual course 
on the day following. 

§ 175. Where parties reside in different places. 
—Where the person giving and the person to re- 
ceive notice reside in different places, the notice 
must be given within the following times: 

1. If sent by mail, it must be deposited in the 
post office in time to go by mail the day following 
the day of dishonor, or if there be no mail at a 
convenient hour on that day, by the next mail 
thereafter. 

2. If given otherwise than through the post 
office, then within the time that notice would have 
been received in due course of mail, if it had been 
deposited in the post office within the time specified 
in the last subdivision. 

§ 176. When sender deemed to have given due 
notice.—Where notice of dishonor is duly ad- 
dressed and deposited in the post office, the sender 
is deemed to have given due notice, notwithstand- 
ing any miscarriage in the mails. 

§ 177. Deposit in post office; what constitutes.— 
Notice is deemed to have been deposited in the 
post office when deposited in any branch post office 
or in any letter-box under the control of the Post 
Office Department. 

§ 178. Notice to subsequent party; time of.— 
Where a party receives notice of dishonor, he has, 
after the receipt of such notice, the same time for 
giving notice to antecedent parties that the holder 
has after the dishonor. 

§179. Where notice must be sent.—Where a 
party has added an address to his signature, notice 
of dishonor must be sent to that address; but if 
he has not given such address, then the notice 
must be sent as follows: 

1, Either to the post office nearest to his place 
of residence, or to the post office where he is ac- 
customed to receive his letters; or 

2. If he live in one place, and have his place 
of business in another, notice may be sent to either 
place; or 

3. If he is sojourning in another place, notice 
may be sent to the place where he is so sojourning. 

But where the notice is actually received by the 
party within the time specified in this act, it will 
be sufficient, though not sent in accordance with 
the requirements of this section. 

§ 180. Waiver of Notice.—Notice of dishonor 
may be waived, either before the time of giving 
notice has arrived, or after the omission to give 
eet and the waiver may be express or im- 
plied. 

§ 181. Whom affected by waiver.—Where the 
waiver is embodied in the instrument itself, it is 
binding upon all parties; but where it is written 
pads, the signature of an indorser, it binds him 
only. 

§ 182. Waiver of protest.—A waiver of protest, 
whether in the case of a foreign bill of exchange or 
other negotiable instrument, is deemed to be a 
waiver not only of a formal protest, but also of 
presentment and notice of dishonor. 

§ 183. When notice is dispensed with.—Notice 
of dishonor is dispensed with when, after the ex- 
ercise of reasonable diligence, it cannot be given 
to or does not reach the parties sought to be 
charged. 

§ 184. Delay in giving notice; how excused.— 
Delay in giving notice of dishonor is excused when 
the delay is caused by circumstances beyond the 
control of the holder and not imputable to his de- 
fault, misconduct or negligence. When the cause 
of delay ceases to operate, notice must be given 
with reasonable diligence. 

§ 185. When notice need not be given to drawer. 
—wNotice of dishonor is not required to be given 
to the drawer in either of the following cases: 

1. Where the drawer and drawee are the same 
person; 

2. Where the drawee is a fictitious person or a 
person not having capacity to contract; 

3. Where the drawer is the person to whom 
the instrument is presented for payment. 

4. Where the drawer has no right to expect or 
require that the drawee or acceptor will honor the 
instrument; 

5. Where the drawer has countermanded pay- 
ment. 

§ 186. When notice need not be given to in- 
dorser.—Notice of dishonor is not required to be 
given to an indorser in either of the following 
cases: 

1. Where the drawee is a fictitious person or a 
person not having capacity to contract, and the in- 
dorser was aware of the fact at the time he in- 
dorsed the instrument; 

_Where the indorser is the person to whom 
the instrument is presented for payment; 

3. Where the instrument was made or accepted 
for his accommodation. 

§ 187. Notice of non-payment where acceptance 
refused.—Where due notice of dishonor by non- 
acceptance has been given, notice of a subsequent 
dishonor by non-payment is not necessary, unless 
in the meantime the instrument has been accepted. 

§ 188. Effect of omission to give notice of non- 
acceptance.—An omission to give notice of dis- 
honor by non-acceptance does not prejudice the 
rights of a holder in due course subsequent to the 
omission. 

§ 189. When protest need not be made; when 
must be made.—Where any negotiable instrument 
has been dishonored it may be protested for non- 
acceptance or non-payment, as the case may be; 
but protest is not required, except in the case of 
foreign bills of exchange. 

ARTICLE IX. 
DISCHARGE OF NEGOTIABLE INSTRUMENTS, 

Section 200. Instrument; how discharged. 
201. When person secondarily liable on, 

discharged. 
202. Right of party who discharges instru- 

ment. 
203. Renunciation by holder. 
204. Cancellation; unintentional; burden 

of proof. 
205. Alteration of instrument; effect of. 
206. What constitutes a material altera- 

tion 
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§ 200. Instrument; how discharged.—A negoti- 
able instrument is discharged: 

1. By payment in due course by or on behalf 
of the principal debtor; 

2. By payment in due course by the party ac- 
commodated, where the instrument ,is made or ac- 
cepted for accommodation; 

3. By the intentional cancellation thereof by 
the holder; 

4, By any other act which will discharge a 
simple contract for the payment of money; 

5. When the principal debtor becomes the holder 
of the instrument at or after maturity in his own 
right. 

§ 201. When persons secondarily liable on, dis- 
charged.—A person secondarily liable on the in- 
strument is discharged: 

1. By any act which discharges the instrument. 
2. By the intentional cancellation of his signa- 

ture by the holder; 
3. By the discharge of a prior party; 
4. By a valid tender of payment made by a 

prior party. 
5. By the release of the principal debtor, unless 

the holder’s right of recourse against the party 
secondarily liable is expressly reserved; 

6. By any agreement binding upon the holder 
to extend the time of payment or to postpone the 
holder’s right to enforce the instrument, unless 
the right of recourse against such party is ex- 
pressly reserved. 

§ 202. Right of party who discharges instrument. 
—Where the instrument is paid by a party secon- 
darily liable theron, it is not discharged; but the 
party so paying it is remitted to his former rights 
as regards all prior parties, and he may strike out 
his own and all subsequent indorsements, and 
again negotiate the instrument, except; 

1. Where it is payable to the order of a third 
person, and has been paid by the drawer; and 

Where it was made or accepted for accommo- 
mae and has been paid by the party accommo- 
ated. 

§ 203. Renunciation by holder.—The holder 
may expressly renounce his rights against any 
party to the instrument, before, at or after its ma- 
turity. An absolute and unconditional renuncia- 
tion of his rights against the principal debtor made 
at or after the maturity of the instrument, dis- 
charges the instrument. But a renunciation does 
not affect the rights of a holder in due course with- 
out notice. A renunciation must be in writing, 
unless the instrument is delivered up to the person 
primarily liable thereon. 

§ 204. Cancellation; unintentional; burden of 
proof.—A cancellation made unintentionally, or 
under a mistake, or without the authority of the 
holder, is inoperative; but where an instrument or 
any signature thereon appears to have been can- 
celed the burden of proof lies on the party who 
alleges that the cancellation was made uninten- 
tionally, or under a mistake or without authority. 

§ 205. Alteration of instrument; effect of.— 
Where a negotiable instrument is materially altered 
without the assent of all parties liable thereon, it 
is avoided, as against a party who has himself 
made, authorized or assented to the alteration and 
subsequent indorsers. But when an instrument has 
been materially altered and is in the hands of a 
holder in due course, not a party to the alteration, 
he may enforce payment thereof according to its 
original tenor. 

§ 206. What constitutes a material alteration.— 
Any alteration which changes: 

1. The date; 
2. The sum payable, either for principal or in- 

terest; 

3. The time or place of payment; 
4. The number or the relations of the parties; 
5. The medium or currency in which payment is 

to be made; 
Or which adds a place of payment where no 

place of payment is specified, or any other change 
or addition which alters the effect of the instru- 
ment in any respect, is a material alteration. 

ENCYCLOPEDIA OF BANKING AND FINANCE 

ARTICLE X 

BILLS OF EXCHANGE; FORM AND INTERPRETATION- 

Section 210, Bill of exchange defined. 
211. Bill not an assignment of funds in 

hands of drawee. 
212. Bill addressed to more 
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drawee. 

Inland and foreign bills of exchange. 
214. When bill may be treated as promis- 

sory note. 
215. Referee in case of need. 

§ 210. Bill of exchange defined.—A bill of ex- 
change is an unconditional order in writing ad- 
dressed by one person to another, signed by the 
person giving it, requiring the person to whom it 
is addressed to pay on demand or at a fixed or 
determinable future time a sum certain in money 
to order or to bearer. 

§ 211. Bill not an assignment of funds in hands 
of drawee.—A bill of itself does not operate as an 
assignment of the funds in the hands of the drawee 
available for the payment thereof, and the drawee 
is not liable on the bill unless and until he accepts 
the same. 

§ 212. Bill addressed to more than one drawee. 
—A bill may be addressed to two or more drawees 
jointly, whether they are partners or not; but not 
to two or more drawees in the alternative or in 
succession. 

§ 213. Inland and foreign bills of exchange.— 
An inland bill of exchange is a bill which is, or on 
its face purports to be, both drawn and payable 
within the State. Any other bill is a foreign bill. 
Unless the contrary appears on the face of the bill, 
the holder may treat it as an inland bill. 

§ 214. When bill may be treated as promissory 
note.—Where in a bill the drawer and drawee are 
the same person, or where the drawee is a fictitious 
person, or a person not having capacity to contract, 
the holder may treat the instrument, at his option, 
either as a bill of exchange or a promissory note. 

§ 215. Referee in case of need.—The drawer of 
a bill and any indorser may insert thereon the 
name of a person to whom the holder may resort 
in case of need, that is to say, in case the bill is 
dishonored. by non-acceptance or non-payment. 
Such person is called the referee in case of need. 
It is in the option of the holder to resort to the 
referee in case of need or not, as he may see fit. 

ARTICLE XI. 

ACCEPTANCE OF BILLS OF EXCHANGE. 

Section 220. Acceptance, how made, et cetera. 
221. Holder entitled to acceptance on face 

of bill. 
222. Acceptance by separate instrument. 
223. Promise to accept; when equivalent 

to acceptance. 
224. Time allowed drawee to accept. 
225. Liability of drawee retaining or de- 

stroying bill. 
226. Acceptance of incomplete bill. 
227. Kinds of acceptances. 
228. What constitutes a general accept- 

ance. 
229. Qualified acceptance. 
230. Rights of parties as to qualified ac- 

ceptance. 

§ 220. Acceptance; how made, et cetera.—The 
acceptance of a bill is the significance by the 
drawee of his assent to the order of the drawer.. 
The acceptance must be in writing and signed by 
the drawee. It must not express that the drawee 
will perform his promise by any other means than 
the payment of money. 

§ 221. Holder entitled to acceptance on face of 
bill.—The holder of a bill presenting the same for 
acceptance may require that the acceptance be writ- 
ten on the bill, and if such request is refused, may 
treat the bill as dishonored. 

§ 222. Acceptance by separate instrument.— 
Where an acceptance is written on a paper other 
than the bill itself, it does not bind the acceptor, 
except in favor of a person to whom it was shown 
tay who, on the faith thereof, receives the bill for 
value. 

than one 
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§ 223. Promise to accept; when equivalent to ac- 
<eptance.—An unconditional promise in writing to 
accept a bill before it is drawn is deemed an ac- 
tual acceptance in favor of every person who, upon 
the faith thereof, receives the bill for value. 

§ 224. Time allowed drawee to accept.—The 
-drawee is allowed twenty-four hours after present- 
ment in which to decide whether or not he will 
accept the bill; but the acceptance if given dates 
as of the day of presentment. 

§ 225. Liability of drawee retaining or destroy- 
ing bill—Where a drawee to whom a bill is de- 
livered for acceptance destroys the same, or re- 
fuses within twenty-four hours after such delivery, 
or within such other period as the holder may 
allow, to return the bill accepted or non-accepted 
to the holder, he will be deemed to have accepted 
the same. 

§ 226. Acceptance of incomplete bdill.—A_ bill 
may be accepted before it has been signed by the 
‘drawer, or while otherwise incomplete, or when it 
is overdue, or after it has been dishonored by a 
previous refusal to accept, or by non-payment. But 
when a bill payable after sight is dishonored by 
non-acceptance and the drawee subsequently ac- 
cepts it, the holder, in the absence of any different 
agreement, is entitled to have the bill accepted as 
-of the date of the first presentment. 

§ 227. Kinds of acceptances.—An acceptance is 
either general or qualified. A general acceptance 
-assents without qualification to the order of the 
drawer. A qualified acceptance in express terms 
varies the effect of the bill as drawn. 

§ 228. What constitutes a general acceptance.— 
An acceptance to pay at a particular place is a 
@eneral acceptance unless it expressly states that 
the bill is to be paid there only and not elsewhere. 

§ 229. Qualified acceptance.—An acceptance is 
qualified which is: 

1. Conditional, that 1s to say, which makes pay- 
‘ment by the acceptor dependent on the fulfilment 
of a condition therein stated; 

2. Partial, that is to say, an acceptance to pay 
part only of the amount for which ‘the bill is 
drawn; 

3. Local, that is to say, an acceptance to pay 
only at a particular place; 

4. Qualified as to time; 
5. The acceptance of some one or more of the 

-drawees, but not of all; 

§ 230. Rights of parties as to qualified accept- 
ance.—The holder may refuse to take a qualified 
acceptance, and if he does not obtain an unquali- 
fied acceptance, he may treat the bill as dishonored 
‘by non-acceptance. Where a qualified acceptance 
is taken, the drawer and indorsers are discharged 
from liability on the bill, unless they have ex- 
pressly or impliedly authorized the holder to take 
a qualified acceptance, or subsequently assent 
thereto. When the drawer or an indorser re- 
eives notice of a qualified acceptance, he must 
within a reasonable time express his dissent to 
the holder, or he will be deemed to have assented 
thereto. 

ARTICLE XII. 

PRESENTMENT OF BILLS OF EXCHANGE 
FOR ACCEPTANCE. 

Section 240. When presentment 
must be made. 

241. When failure to present 
drawer and, indorser. 

for acceptance 

releases 

242, Presentment; how made. 
243. On what days presentment may be 

made. 
244. Presentment; where time is insuffi- 

cient. 
245. When presentment is excused. 
246. When dishonored by non-acceptance. 
247. Duty of holder where bill not ac- 

cepted. 
248. Rights of holder where bill not ac- 

cepted. 

§ 240. When presentment for acceptance must be 
emade.—Presentment for acceptance must be made: 
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1. Where the bill is payable after sight or in 
any other case where presentment for acceptance 
is necessary in order to fix the maturity of the in- 
strument; or 

2. Where the bill expressly stipulates that it 
shall be presented for acceptance; or 

3. Where the bill is drawn payable elsewhere 
than at the residence or place of business of the 
drawee. 

In no other case is presentment for acceptance 
sae tt in order to render any party to the bill 
iable. 

§ 241. When fatlure to present releases drawer 
and indorser.—Except as herein otherwise pro- 
vided, the ‘holder of a bill which is required by the 
next preceding section to be presented for ac- 
ceptance must either present it for acceptance or 
negotiate it within a reasonable time. If he fails 
to do so, the drawer and all indorsers are dis- 
charged. 

§ 242. Presentment; how made.—Presentment 
for acceptance must be made by or on behalf of 
the holder at a reasonable hour, on a business day, 
and before the bill is overdue, to the drawee or 
some person authorized to accept or refuse ac- 
ceptance on his behalf; and 

1. Where a bill is addressed to two or more 
drawees who are not partners, presentment must 
be made to them all, unless one has authority to 
accept or refuse acceptance for all, in which case 
presentment may be made to him only; 

2. Where the drawee is dead, presentment may 
be made to his personal representative; 

3. Where the drawee has been adjudged a bank- 
rupt or an insolvent, or has made an assignment 
for the benefit of creditors, presentment may be 
made to him or to his trustee or assignee. 

§ 243. On what days presentment may be made, 
A bill may be presented for acceptance on any 

day on which negotiable instruments may be pre- 
sented for payment under the provisions of sections 
one hundred and thirty-two and one hundred and 
forty-five of this act. When Saturday is not 
otherwise a holiday, presentment for acceptance 
may be made before twelve o’clock noon on that 
day. 

§ 244. Presentment when time is insufficient.— 
Where the holder of a bill drawn payable else- 
where than at the place of business or the resi- 
dence of the drawee has not time with the exercise 
of reasonable diligence to present the bill for ac- 
ceptance before presenting it for payment on the 
day that it falls due, the delay caused by presenting 
the bill for acceptance before presenting it for pay- 
ment is excused and does not discharge the drawers 
and indorsers. 

§ 245. Where presentment is excused.—Present- 
ment for acceptance is excused and a bill may be 
treated as dishonored by non-acceptance in either 
of the following cases: 

1. Where the drawee is dead or has absconded, 
or is a fictitious person or a person not having ca- 
pacity to contract by bill; 

2. Where, after the exercise of reasonable dili- 
gence, presentment cannot be made; 

Where, although presentment has been irregu- 
lar, acceptance has been refused on some other 
ground. 

§ 246. When discharged by non-acceptance.—A 
bill is dishonored by non-acceptance: 

1. When it is duly presented for acceptance, and 
such an acceptance as is prescribed by this act is 
refused or cannot be obtained; or 

2. When presentment for acceptance is excused 
and the bill is not accepted. 

§ 247. Duty of holder where bill not accepted.— 
Where a bill is duly presented for acceptance and 
is not accepted within the prescribed time, the per- 
son presenting it must treat the bill as dishonored 
by non-acceptance or he loses the right of recourse 
against the drawer and indorsers. 

§ 248. Rights of holder where bill not accepted. 
—When a bill is dishonored by non-acceptance, an 
immediate right of recourse against the drawers 
and indorsers accrues to the holder, and no pre- 
sentment for payment is necessary. 
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ARTICLE XIII. 

PROTEST OF BILLS OF EXCHANGE. 

Section 260. In what cases protest necessary. 
Protest; how made. 

262. Protest; by whom made. 
263. Protest; when to be made. 
264. Protest; where made. 
265. Protest both for non-acceptance and 

non-payment. 
266. Protest before maturity where ac- 

ceptor insolvent. 
267. When protest dispensed with. 
268. Protest; where bill is lost, et cetera. 

§ 260. In what cases protest necessary.—Where 
a foreign bill appearing on its face to be such is 
dishonored by non-acceptance, it must be duly 
protested for non-acceptance, and where such a bill 
which has not previously been dishonored by non- 
acceptance is dishonored by non-payment, it must 
be duly protested for non-payment. If it is not so 
protested, the drawer and indorsers are discharged. 
Where a bill does not appear on its face to be a 
foreign bill, protest thereof in case of dishonor is 
unnecessary. 

§ 261. Protest; how made.—The protest must be 
annexed to the bill, or must contain a copy thereof, 
and must be under the hand and seal of the notary 
making it, and must specify: 

1. The time and place of presentment; 
2. The fact that presentment was made and the 

manner thereof; 
3. The cause or reason for protesting the bill; 
4. The demand made and the answer given, if 

any, or the fact that the drawee or acceptor could 
not be found. 

§ 262. Protest; by whom made.—Protest may be 
made by: 

1. A notary public; or 
2. By any respectable resident of the place 

where the bill is dishonored, in the presence of two 
or more creditable witnesses. 

§ 263. Protest; when to be made.—When a bill 
is protested, such protest must be made on the day 
of its dishonor, unless delay is excused as herein 
provided. When a bill has been duly noted, the 
protest may be subsequently extended as of the 
date of the noting. 

§ 264. Protest; where made.—A bill must be 
protested at the place where it is dishonored, ex- 
cept that when a bill drawn payable at the place 
of business or residence of some person other than 
the drawee, has been dishonored by non-acceptance, 
it must be protested for non-payment at the place 
where it is expressed to be payable, and no fur- 
ther presentment for payment to, or demand on, 
the drawee is necessary. 

§ 265. Protest both for non-acceptance and non- 
payment.—A bill which has been protested for non- 
acceptance may be subsequently protested for non- 
payment. 

§ 266. Protest before maturity where acceptor 
insolvent.—Where the acceptor has been adjudged 
a bankrupt or an insolvent, or has made an assign- 
ment for the benefit of creditors, before the bill 
matures, the holder may cause the bill to be pro- 
tested for better security against the drawer and 
indorsers. 

§ 267. When protest dispensed with.—Protest is 
dispensed with by any circumstances which would 
dispense with notice of dishonor. Delay in noting 
or protesting is excused when delay is caused by 
circumstances beyond the control of the holder and 
not imputable to his default, misconduct, or negli- 
gence. When the cause of delay ceases to operate, 
the bill must be noted or protested with reasonable 
diligence. 

§ 268. Protest where bill is lost, et cetera.— 
Where a bill is lost or destroyed, or is wrongly 
detained from the person entitled to hold it, pro- 
test may be made on a copy or written particulars 
thereof. 

ARTICLE XIV. 

ACCEPTANCE OF BILLS OF EXCHANGE FOR HONOR. 

Section 280. When bill may be accepted for honor. 
281. Aceptance for honor; how made. 

Section 282. When deemed to be an acceptance 
for honor of the drawer. 

283. Liability of acceptor tor honor. 
284. Agreement of acceptor for honor. 
285. Maturity of bill payable after sight; 

accepted for honor. 
286. Protest of bill accepted for honor, et 

cetera. 
287. Presentment for payment to acceptor 

for honor; how made. 
288. When delay in making presentment 

is excused. 
289. Dishonor of bill by acceptor for 

honor. 

§ 280. When bill may be accepted for honor.— 
Where a bill of exchange has been protested for 
dishonor by non-acceptance or protested for better 
security and is not overdue, any person not being 
a party already liable thereon may, with the con- 
sent of the holder, intervene and accept the bill 
supra protest for the honor of any party liable 
thereon or for the honor of the person for whose 
account the bill is drawn. The acceptance for 
honor may be for part only of the sum for which 
the bill is drawn; and where there has been an ac- 
ceptance for honor for one party, there may be 
further acceptance by a different person for the 
honor of another party. 

§ 281. Acceptance for honor; how made.—An 
acceptance for honor supra protest must be in 
writing and indicate that it is an acceptance for 
honor, and must be signed by the acceptor for 
honor. 

§ 282. When deemed to be an acceptance for 
honor of the drawer.—Where an acceptance for 
honor does not expressly state for whose honor it 
is made, it is deemed to be an acceptance for the 
honor of the drawer. 

§ 283. Liability of acceptor for honor.—The ac- 
ceptor for honor is liable to the holder and to all 
parties to the bill subsequent to the party for 
whose honor he has accepted. 

§ 284. Agreement of acceptor for honor.—The 
acceptor for honor by such acceptance engages that 
he will on due presentment pay the bill according 
to the terms of his acceptance, provided is shall 
not have been paid by the drawee, and provided! 
also that it shall have been duly presented for pay- 
ment and protested for non-payment and notice of 
dishonor given to him. 

§ 285. Maturity of bill payable after sight; ac- 
cepted for honor.—Where a bill payable after sight 
is accepted for honor, its maturity is calculated 
from the date of the noting for non-acceptance 
and not from the date of the acceptance for honor. 

§ 286. Protest of bill accepted for honor, et 
cetera.—Where a dishonored bill has been accepted: 
for honor supra protest or contains a reference 
in case of need, it must be protested for non-pay- 
ment before it is presented for payment to the ac- 
ceptor for honor or referee in case of need. 

§ 287. Presentment for payment to acceptor for 
honor; how made.—Presentment for payment to: 
the acceptor for honor must be made as follows: 

1. If it is to be presented in the place where the 
protest for non-payment was made, it must be pre- 
sented not later than the day following its matur- 
ity; 

2. If it is to be presented some other place 
than the place where it was protested, then it must 
be forwarded within the time specified in section: 
one hundred and seventy-five. 

§288. When delay in making presentment is ex- 
cused.—The provisions of section one hundred and 
forty-one apply where there is delay in making 
presentment to the acceptor for honor or referee 
in case of need. 

§ 289. Dishonor of bill by acceptor for honor.— 
When the bill is dishonored by the acceptor for 
ape it must be protested for non-payment by 
lim. 

ARTICLE XV: 
PAYMENT OF BILLS OF EXCHANGE FOR HONOR. 

Section 300. Who may make payment for honor. 
301. Payment for honor; how made. 
302. Declaration before payment for 

honor. 

———— 
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Seetion 303. Preference of parties offering to pay 
for honor. 

304. Effect on subsequent parties where 
bill is paid for honor. 

305. Where holder refuses to receive pay- 
ment supra protest. 

306. Rights of payer for honor. 

§ 300. Who may make payment for honor.— 
Where a bill has been protested for non-payment, 
any person may intervene and pay its supra pro- 
test for the honor of any person liable thereon or 
for the honor of the person for whose account it 
was drawn. 

§ 301. Payment for honor; how made.—The 
payment for honor supra protest in order to oper- 
ate as such and not as a mere voluntary payment 
must be attested by a notarial act of honor, which 
may be appended to the protest or form an exten- 
sion to it. 

§ 302. Declaration before payment for honor.— 
The notarial act of honor must be founded on a 
declaration made by the payer for honor, or by his 
agent in that behalf declaring his intention to pay 
the bill for honor and for whose honor he pays. 

§ 303. Preference of parties offering to pay for 
honor.—Where two or more persons offer to pay 
a bill for the honor of different parties, the person 
whose payment will discharge most parties to the 
bill is to be given the preference. 

§ 304. Effect on subsequent parties where bill is 
paid for honor.—Where a bill has been paid for 
honor all parties subsequent to the party for whose 
honor it is paid are discharged, but the payer for 
honor is subrogated for, and succeeds to, both the 
rights and duties of the holder as regards the party 
for whose honor he pays and all parties liable to 
the latter. 

§ 305. Where holder refuses to receive payment 
supra protest.—Where the holder of a bill refuses 
to receive payment supra protest, he loses his right 
of recourse against any party who would have been 
discharged by such payment. 

§ 306. Rights of payer for honor.—The payer 
for honor, on paying to the holder the amount of 
the bill and the notarial expenses incidental to its 
dishonor, is entitled to receive both the bill itself 
and the protest. 

ARTICLE XVI. 
BILLS IN A SET. 

Section 310. Bills in sets constitute one bill. 
311. Rights of holders where different 

parts are negotiated. 
312. Liability of holder who indorses two 

or more parts of a set to different 
persons. 

313. Acceptance of bills drawn in sets. 
314. Payment by acceptor of bills drawn 

in sets. 

315. Effect of discharging one of a set. 
§ 310. Bills in sets constitute one bill.—Where 

a bill is drawn in a set, each part of the set being 
numbered and containing a reference to the other 
parts the whole of the parts constitute one bill. 

§ 311. Rights of holders where different parts 
are negotiated.—Where two or more parts of a set 
are negotiated to different holders in due course, 
the holder whose title first accrues is as between 
such holders the true owner of the bill. But noth- 
ing in this section affects the rights of a person 
who in due course accepts or pays the part first 
presented to him. 

§ 312. Liability of holder who indorses two or 
more parts of a set to different persons.—Where 
the holder of a note indorses two or more parts 
to different persons he is liable on every such part, 
and every indorser subsequent to him is liable on 
the part he has himself indorsed, as if such parts 
were separate bills. 

§ 313. Acceptance of bills drawn in sets.—The 
acceptance may be written on any part, and it must 
be written on one part only. If the drawee ac- 
cepts more than one part, and such accepted parts 
are negotiated to different holders in due course, 
he is liable on every such part as if it were a 
separate bill. 

§ 314. Payment by acceptor of bills drawn in 
sets.—When the acceptor of a bill drawn in a set 
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pays it without requiring the part bearing his ac- 
ceptance to be delivered up to him, and that part 
at maturity is outstanding in the hands of a holder 
in due course, he is liable to the holder thereon. 

§ 315. Effect of discharging one of a set.—Ex- 
cept. as herein otherwise provided, where any one 
part of a bill drawn in a set is discharged by pay- 
ment or otherwise the whole bill is discharged. 

ARTICLE XVII. 

PROMISSORY NOTES AND CHECKS. 

Section 320. Promissory note defined. 
321. Check defined. 
322. Within what time a check must be 

presented. 
323. Certification of check; effect of. 
324. Effect where holder of check pro- 

cures it to be certified. 
325. When check operates as an assign- 

ment. 

§ 320. Promissory note defined.—A negotiable 
promissory note within the meaning of this act is 
an unconditional promise in writing made by one 
person to another, signed by the maker, engaging 
to pay on demand or at a fixed or determinable 
future time a sum certain in money to order or 
to bearer. Where a note is drawn to the maker’s 
own order, it is not complete until indorsed by him. 

§ 321. Check dcfined.—A check is a bill of ex- 
change drawn on a bank, payable on demand. Ex- 
cept as herein otherwise provided, the provisions 
of this act applicable to a bill of exchange payable 
on demand apply to a check. 

§ 322.—Within what time a check must be pre- 
sented.—A check must be presented for payment 
within a reasonable time after its issue or the 
drawer will be discharged from liability thereon to 
the extent of the loss caused by the delay. 

§ 323. Certification of check; effect of.—Where 
a check is certified by the bank on which it is 
drawn the certification is equivalent to an ac- 
ceptance. 

§ 324. Effect where the holder of check procures 
it to be certified.—Where the holder of a check 
procures it to be accepted or certified the drawer 
and all indorsers are discharged from liability 
thereon. 

§ 325. When check operates as an assignment.— 
A check of itself does not operate as an assignment 
of any part of the funds to the credit of the draw- 
er with the bank, and the bank is not liable to the 
holder, unless and until it accepts or certifies the 
check. 

§ 326. Recovery of forged check.—No_ bank 
shall be liable to a depositor for the payment by 
it of a forged or raised check, unless within one 
year after the return to the depositor of the vouch- 
er of such payment, such depositor shall notify the 
bank that the check so paid was forged or raised. 

ARTICLE XVIII.* 

NOTES GIVEN FOR A PATENT RIGHTS AND FOR A SPECU- 

LATIVE CONSIDERATION 

Section 330. Negotiable instruments 
patent rights. 

331. Negotiable instruments given for a 
speculative consideration. 

332. How negotiable bonds are made non- 
negotiable. 

§ 330. Negotiable instruments given for patent 
rights.—A promissory note or other negotiable in- 
strument, the consideration of which consists 
wholly or partly of the right to make, use or sell 
any invention claimed or represented by the vendor 
at the time of sale to be patented, must contain 
the words “‘given for a patent right’? prominently 
and legibly written or printed on the face of such 
note or instrument in the hands of any purchaser 
or holder is subject to the same defenses as in the 
hands of the original holder; but this section does 
not apply to a negotiable instrument given solely 
for the purchase price or the use of a patented 
article. 

§ 331. Negotiable instruments for a speculative 
consideration.—lf the consideration of a promis- 

given for 

* This article appears only in the New York Act. 



416 ENCYCLOPEDIA OF BANKING AND FINANCE 

sory note or other negotiable instrument consists 
in whole or in part of the purchase price of any 
farm product, at a price greater by at least four 
times than the fair market value of the same pro- 
duct at the time, in the locality, or of the member- 
ship and rights in an association, company or com- 
bination to produce or sell any farm product at a 
fictitious rate, or of a contract or bond to pur- 
chase or sell any farm product at a price greater 
by four times than the market value of the same 
product at the time in the locality, the words, 
“siven for a speculative consideration,” or other 
words clearly showing the nature of the considera- 
tion, must be prominently and legibly written or 
printed on the face of such note or instrument 
above the signature thereof; and such note or in- 
strument, in the hands of any purchaser or holder, 
is subject to the same defenses as in the hands of 
the original owner or holder. 

§ 332. How negotiable bonds are made non- 
negotiable-—The owner or holder of any corporate 
or municipal bond or obligation (except such as 
are designated to circulate as money, payable to 
bearer), heretofore or hereafter issued in and pay- 
able in this State, but not registered in pursuance 
of any State law, may make such bond or obliga- 
tion, or the interest coupon accompanying the 
same, non-negotiable, by subscribing his name to 
a statement endorsed thereon that such bond, obli- 
gation or coupon is his property; and thereon the 
principal sum therein mentioned is payable only 
to such owner or holder or his legal representa- 
tives or assigns, unless such bond, obligation or 
coupon be transferred by indorsement in blank, 
or payable to bearer, or to order, with the addi- 
tion of the assignor’s place of residence. 

Negotiable Paper 
A term usually used to denote those nego- 

tiable instruments which evidence the bor- 
rowing of money on a short-term basis for 

commercial purposes, e. g., notes, trade and 

bankers’ acceptances, bills of exchange, etc. 

(See Negotiable Instruments. ) 

Negotiable Securities 
First read Negotiable Instruments. 
From this explanation it will be clear that 

all coupon or bearer bonds (whether issued 
by a Government, state, municipality, rail- 

road, public utility or industrial corporation), 
certificates of indebtedness, notes, warrants, 

coupons, and stock certificates, which by their 
terms permit of transfer of title by delivery 
or assignment, are negotiable securities. 

_ Negotiate 
To transfer the title of a negotiable instru- 

ment from one person to another so that the 

transferee becomes the legal holder and is 
vested with all the rights of the original 
owner. Negotiation implies a sale or passing 
of value. In a collateral sense therefore, 

since negotiating a note involves relinquish- 
ment of its title by the transferor, the term 
means to sell or discount, 7. ¢., to borrow 

money. 

Negotiation 
See Negotiable Instruments, Negotiate. 

Net 

The balance after all possible deductions, 
offsets and allowances have been made from 
the gross amount, bringing it to its lowest 
terms, e. g., net weight, net price, net wealth, 

net assets, net debt, and net profits. Some 
of these terms are explained below. 

Net Avails 

The proceeds of a discounted note; the 
sum of money given to the borrower in dis- 
counting a note, being equivalent to the face 

of the note less the discount. It is also 
known as Proceeds. 

Net Bonded Debt 

The aggregate of bonds issued less those 

repurchased by the corporation and held in 
the treasury, or those retired and cancelled, 
and less sinking fund assets, if any, set aside 

to redeem them. 

Net Change 
The advance or decline of a security for 

a day or other period. The net change in 
stocks is shown in the financial pages of the 
daily newspapers and is determined by taking 
the difference between the closing quotations 

for two consecutive days. 

Net Debt 

As applied to a corporation, the total fixed 
and current debt (liabilities), less sinking 
fund and cash or other assets specifically set 
aside for their payment. As applied to muni- 
cipal or state finance, the term refers to the 
total funded and floating debt outstanding, 

less sinking fund accruals. 

Net Demand Deposits 
A term distinguished from Gross Deposits 

(q. v.), being the basis upon which the legal 
reserve of banks is computed. For a National 
bank, net demand deposits consist of all de- 
posits subject to check (except Government 
deposits), plus certified and cashiers’ checks 

outstanding, less balance due from other 
banks (except Federal Reserve banks), ex- 
changes for clearing house, other checks 
drawn on local banks, and items with Fed- 
eral Reserve banks in process of collection. 
(See Deposits, Net Deposits.) 

Net Earnings 
A term usually confined to railroad and 

public utility corporation accounting termi- 
nology, being analogous to net profits in the 

Se 
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profit and loss statement of industrial and 
mercantile corporations. Net earnings de- 
note that portion of the revenue determined 

by subtracting all operating costs and fixed 
charges, including interests, rentals, sinking 
fund payments, etc., from gross revenue. It 
is therefore the amount available for divi- 
dends and surplus. (See Net Profits.) 

Net Income 

Although accounting terminology is not 
uniform, this term is usually confined to the 
operating statements of railroads and public 
utilities and is analogous to net operating 
profit in the operating statement of industrial 
and mercantile corporations. For railroad 

and public utility corporations, net income 
denotes that portion’ of income determined 

after subtracting all operating costs from 
gross revenue, and is the amount applicable 
to fixed charges, rentals, sinking fund pay- 
ments, dividends, and additions to surplus. 

Net Indebtedness 

See Net Debt. 

Net Price 

The price of a commodity or security after 
deducting all discounts, commissions, allow- 
ances, accruals, rebates, etc. 

Net Profits 

Although accounting terminology is not 
uniform, this term is practically synonymous 
with net earnings, the former being used of 
industrial and commercial corporations, the 
latter of railroad and public utilities. Net 
profits for a given accounting period are de- 
rived by deducting from gross sales the sum 
of the cost of materials or merchandise sold, 

and selling and general administrative ex- 
penses, including insurance, taxes, interest 

and depreciation. In other words, net profits 
is the sum applicable to dividends and sur- 
plus. Among some companies, if special de- 
ductions are to be made, e. g., sinking fund 
instalments, special reserves, the term net 
earnings is reserved for the amount appli- 
cable to dividends and surplus, net profits in- 
dicating the amount derived from operations 
before sinking fund instalments and other 
deductions are made. 

Net Profits to Net Worth Ratio 

See Ratio of Net Profits to Net Worth. 

Net Return 

See Return. 
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Net Surplus 
The proportion of Net Profits (q. v.), or 

Net Earnings (q. v.), available for the sur- 
plus account remaining after dividends have 
been paid. Net surplus is, therefore, the cur- 

rent profit for a given accounting period in 
excess of dividend requirements and is the 
amount carried to the surplus account, which 
represents the gross or already accumulated 

surplus. 

Net Worth 

From an accounting standpoint, the excess 
of assets over liabilities; and, in the case of 

a corporation, represented by the capital 
stock, surplus and other true reserve ac- 
counts, if any. Among partnerships, it is 
represented by the sum of the partners’ capi- 
tal accounts, and in the case of an individ- 

ual, by the capital account. 
From a legal standpoint, net worth repre- 

sents the equity of the owners in the busi- 
ness, 7. e., the net assets determined by sub- 
tracting all liabilities from the going value 
of the assets. 
From the standpoint of the credit analyst 

engaged in judging credit risks, the net 
worth of a corporation is the sum of the 
capital stock and surplus, less good will, 

patents, and other intangible assets, if any. 
Only actual tangible assets are included in 

the determination of net worth of a company 
applying for credit. It is commonly agreed 
among bank credit men that unsecured loans 

should not be extended to exceed one-third 

of a company’s net worth. 

Net Worth to Fixed Assets Ratio 

See Ratio of Net Worth to Fixed Assets. 

Net Worth to Sales Ratio 

See Ratio of Net Worth to Sales. 

Net Yield 

See Yield. 

New Business Department 
A department organized in the larger 

banks which corresponds to the sales pro- 
motion department among manufacturing and 
mercantile concerns. It is also known as the 
business extension or business development 
department, and may control or be associ- 
ated with the advertising or publicity depart- 
ment. This group of departments constitutes 

a practically new role in modern banking and 
has arisen out of the increasing competition 
for new business, and the campaign to edu- 
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cate the public to a greater use of banking 

facilities. The chief objectives of the new 

business department are to secure more ac- 

counts, to maintain satisfactory relations with 
old accounts, and to build up small and dor- 

mant accounts. 

The work of the department is usually in 
charge of a senior official, since business de- 

velopment is one of the most insistent prob- 

lems of bank management. This work may 

be divided under three heads, correspondence, 
solicitation, and records. Correspondence is 
conducted with the list of prospects, and 

some of the large banks maintain a regular 

staff of solicitors to find new sources of 

business. 
The chief record of the department is usu- 

ally the Central File (q. v.). This file 

should contain a card for each customer and 

prospect, and show the principal items of in- 

formation which may be necessary to a con- 

tinuous following-up of the accounts. 

The department works in close co-opera- 

tion with the credit department, the latter 

oftentimes furnishing ‘leads’ and checking 

prospective accounts. Names of prospects are 

obtained from solicitors, applicants for par- 

ticular kinds of services, applicants for in- 

formation, officers, employees, reports of new 

incorporations, removal notices, newspaper 

clippings, etc. (See Publicity Department. ) 
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The New Business 

New High 

Financial reviewers in commenting upon 

the trend of the stock market sometimes 

state that the market as a whole or a par- 

ticular security, or group of securities, has 

reached a “new high” for the movement. The 

expression may also refer to the record or 

highest price which a particular security has 

ever reached in its market history. 

New Orleans Cotton Exchange 

The second largest cotton exchange in the 

United States, incorporated January 17, 1871. 

The operating machinery and the trading 

methods on this exchange are patterned after 

those of the New York Cotton Exchange 

(dav). 
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New Orleans Future Sugar Market 
A second American sugar exchange estab- 

lished in New Orleans on July 6, 1922, under 
the direction of the New Orleans Sugar 
Clearing Association, through which ll 
transactions are cleared daily. 

Three types of contracts are traded in: 
(1) granulated contract, on which standard 

fine granulated, bone black, beet, and Louisi- 

ana standard granulated sugars are delivered ; 
(2) foreign contract under which only Cuban 
and those sugars produced in certain foreign 
countries are deliverable; and (3) New Or- 
leans contract, under which sugar produced 

in every part of the world is deliverable. 

(See New York Coffee and Sugar Ex- 
change. ) 

New York Coffee 

Exchange 
The principal coffee exchange of the world, 

its title formerly being The Coffee Exchange 
of the City of New York. It was incorpo- 
rated in 1887, and is located in Hanover 
Square near the Cotton Exchange. 

The organization, membership, and gov- 

ernment of the coffee exchange follows 
along the same lines as the other important 
exchanges. As in the case of the cotton and 
other produce exchanges, one of its most 
important duties is the classification and 
grading of the commodities traded in. Cof- 
fee is graded according to its quality and 
source of production. As to the latter there 
are four principal classifications—La Guaira, 
Rio, Santos, Mocha. The grades are as fol- 
lows: First, Good first, Regular first, Ex- 
traordinary first; Second, etc., the grading 
depending upon the size, color and cleanliness 
of the bean. 
The unit of trading is 250 bags, which 

weigh approximately 132 pounds each—33,000 
pounds. Quotations are made in cents and 
hundreds thereof per pound, the minimum 
fluctuation being one point or 1-100 of a cent, 
or $3.25 on the standard unit of trade. 

No definite margins are required by 
coffee brokers, the amount being subject to 
agreement. A person who trades in coffee 
is required to put up a certificate of deposit 

with the management of the exchange. 
Raw and refined sugar is traded in on spot 

and future contracts. Quotations for both 

raw and refined sugars are made in cents 
and hundredths thereof per pound, the mini- 
mum fluctuation being one point or 1-100 of 
a cent. The unit of trade for raw sugar is 
50 tons (112,000 pounds) ; for refined sugar, 
800 bags (80,000 pounds.) 

and Sugar 
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New York Consolidated Stock Ex- 

change 
A secondary stock market with the official 

title of Consolidated Stock Exchange of New 
York. This exchange is in reality an out- 

growth of the original New York Mining 

Stock Exchange which soon after its organi- 
zation absorbed the American Mining and 

Stock Exchange. In 1886 it absorbed three 

other exchanges, the National Petroleum 

Exchange, the Miscellaneous Security Board, 

and the New York Petroleum Exchange and 

Stock Board. The Consolidated Exchange 

was at first a market for mining shares but 
has long since dropped that specialized func- 

tion, and now deals in practically the same 
list of securities as the New York Stock 

Exchange. The unit of trade, however, is 

ten shares instead of 100 shares. The Con- 

solidated has had several locations, its pres- 
ent one being at the corner of Broad and 

Beaver Streets. 

The government of the exchange is similar 

to that of the New York Stock Exchange. 
There are twelve standing committees, 
among them being, Ways and Means, Mem- 
bership, Complaint and Arbitration, Clearing 
House, News and Statistics, Securities, 
Arrangements, Law, Finance, etc. 

The Exchange claims to be the third 
largest in the country, ranking next to the 
New York Curb. Inasmuch as the unit of 

trade is ten shares, brokers can execute 
orders for ten share lots without the extra 
eighth or quarter point which would be 
charged by a New York Stock Exchange 
broker, who executes such orders through 
an odd lot broker. 

The activity of this market has increased 
in recent years with the growing interest of 
men with smaller capital in stock trading. 
The ruling price of seats in the last four 
years has been about $3,500. 

The following is a schedule of brokers’ 
commissions on the Consolidated Exchange: 

Stocks selling under $10, $7.50 per 100 
shares. 

Stocks selling at $10 and under $125, 
$15.00 per 100 shares. 

Stocks selling at $125 and over, $20.00 
per 100 shares. 

Commissions for odd lot transactions are 
pro rata, except that the minimum commis- 
sion on any one trade is $1.00. 
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New York Cotton Exchange 
The most important cotton exchange in the 

world, founded in 1870, and incorporated on 

April 8, 1871, by an act of the New York 
legislature. Ranking next in importance are 
the New Orleans Cotton Exchange and the 
Liverpool Cotton Association, the latter 
being the chief distributing point for Ameri- 
can cotton exports. 

The governing body of the New York 
Cotton Exchange is the Board of Managers, 
and like other exchanges, membership is. 
limited—in this case to 450. The cotton ex- 
change has the distinction of having its mem- 
berships command higher prices than any 
other exchange in this country except the 
New York Stock Exchange. 

The objects of the exchange are set forth 
in the preamble of its constitution, as fol-~ 
lows: 

“WHEREAS, the cotton trade of New 
York is increasing very rapidly, and with 
the increasing facilities for shipping cotton 
by steam to all parts of Europe, this trade 
must continue to increase, making New 
York, ere long, one of the largest cotton 
ports of the world, and 

WHEREAS, In addition to the cotton sent 
here for sale, there has grown up a large 

trade in the purchase and sale of cotton 

for future delivery, in which much busi- 
ness is done on foreign account, as well 

as for planters and country dealers in the 
South, and 

WHEREAS, We believe that the tele- 
graphic wires all over the world will 
rapidly increase these transactions, and 

WHEREAS, It is essential with this in- 
crease in the cotton trade of New York, 
that proper rules and regulations should 
be adopted for systematizing the whole 
business, and believing that this can be 
best done under an organization of all 
the trade, it is determined by those of us 
present, and such others as will unite with 
us, to organize an association.” 

Cotton is quoted for “spot” and “future” 
contracts, 100 bales (of 500 pounds each) 
being the standard unit of trade. Quotations 
are made in cents per pound, fluctuations of 
1/100 of a cent, known as a point, being 
recognized. For example, a decline of 50 
points is equivalent to 1% cent per pound or 
$2.50 per bale. 

Since there are many grades of cotton, 
the price of one grade, Midling Uplands, is. 
selected as the basis for prices of other 

grades which command a premium or are 
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subject to a discount equitably adjusted to 
a posted scale. 

Settlements are effected in two ways, direct 
and ring. The exchange maintains a ticker 
service of its own. (See Cotton, Cotton 
Futures, Cotton Futures Act, Cotton 
‘Grades. ) 
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New York Curb Market 

The second largest security market in the 
United States, which, until the opening up 
of the new building at 78 Trinity Place, on 
June 27, 1921, was an out-of-door market 
occupying a place on Broad Street between 
Exchange Place and Beaver Street. In 1910 
the New York Curb Market Association 
was founded and an organization was built 
up similar in general outline to that of the 
other organized exchanges. It is governed 
by a Board of Representatives of fifteen 
members acting under a Constitution, and 
manual of trading rules. The membership 
is limited to 550 members. In addition to 
regular memberships, associate memberships 
are provided for New York Stock Exchange 
and New York Consolidated Exchange mem- 
bers, many of whom engage in curb mar- 
ket business along with their regular busi- 
ness. 

The chief functions of the Curb Market 
are as follows: 

“(a) To provide a primary market for 
introducing the securities of such indus- 
trial, metal, oil, public utilities or other 
corporations as are eligible for listing 
under the listing requirements of the 
Exchange. 

(b) To furnish a temporary primary 
market for the preliminary issue of secur- 
ities of well-known established companies 
which are being reorganized or are issu- 
ing additional stock, usually represented 
by ‘rights.’ 

(c) To provide a market for speculative 
issues in the formative period of their 
corporate existence. Such issues, although 
they probably represent the most legiti- 
mate form of enterprise, are more or less 
speculative even under most favorable cir- 
cumstances. 

(d) To provide a market for such other 

stocks or bonds, which for various rea- 

sons are not listed on any other exchange.” 

No securities listed on the New York 

Stock Exchange are traded or quoted on the 

New York Curb Market. In other words, 
the two exchanges are mutually exclusive, 
though securities originally traded in on 
the Curb frequently are later admitted to 
the New York Stock Exchange. Such se- 
curities are known as “graduate securities.” 
There are approximately 1,000 issues traded 
in on the Curb. 

The unit of trade is 100 shares for stocks 
selling at 50 cents or over and 1,000 shares 
for stocks selling under 50 cents. For bonds, 
the unit of trade is $1,000 par value. 

The schedule of commissions’ is as fol- 
lows: 

Stocks selling under $.50, 20 per cent. of 
total amount involved. 

Stocks selling at 50c and under $1.00, $2.00 
per 100 shares. 

Stocks selling at $1.00 and under $3.00, 
$4.00 per 100 shares. 

Stocks selling at $3.00 and under $5.00, 
$5.50 per 100 shares. 

Stocks selling at $5.00 and under $10.00, 
$7.50 per 100 shares. 

Stocks selling at $10.00 and under $125.00, 
$15.00 per 100 shares. 

Stocks selling at $125.00 and above, $20.00 
per 100 shares. f 

Odd lots proportionately at the above 
rates. The minimum commission on any one 
trade is $1. The Curb maintains a ticker 
service of its own. 
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New York Dollars 

Banks in this country having accounts with 
correspondents abroad may issue letters of 
credit against which the holder may draw 
drafts against such correspondents. Instruc- 
tions are usually given to such correspond- 
ents to provide for reimbursement upon cash- 
ing such drafts when presented, by a charge 
against the American bank’s account, or else 
by drawing against the American bank in 
New York dollars. By New York dollars 
is meant funds payable in New York, with- 
out deduction for interest or other charges, 
as distinguished from funds available at 
other points in America, or elsewhere, 
though payable in dollars. 

New York Exchange 
A check drawn upon a bank in New York. 

New York being the financial center, a check 
drawn upon New York is acceptable in all 
places, and ordinarily without discount. 
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New York Funds 

See New York Exchange. 

New York Metal Exchange 
The principal metal market in the United 

States, located at 111 Broadway, where the 
following metals are traded in on “spot’’ and 
“future” contracts: aluminum, antimony, 
standard copper, electrolytic copper, tin, lead, 
zinc, etc. 

The principal metal market is in London 
and New York quotations usually follow the 
lead of prices initiated in the London mar- 
ket. 

New York Plan 

See Equipment Trust. 

New York Produce Exchange 

One of the most important produce ex- 
changes in the United States, having about 
1,900 members. In addition to wheat, corn 
and oats, many other products are dealt in, 
including flour, hay, straw, cotton-seed oil, 
lard, provisions, seeds, butter, cheese, hops, 
petroleum and pig iron. The exchange is one 
of the leading instruments for furthering 

New York’s commercial interests and has 
committees on exports, foreign trade, trans- 

portation, bills of lading, etc. The hours of 
trading are between 10:30 A. M. and 2:15 
P. M. The exchange permits members to 
provide substitutes for dealing on the floor 
for limited periods. 

Produce exchanges are also known as 

Boards of Trade, Chambers of Commerce 

and Trade Associations. Some of them spe- 
cialize in one commodity; others in many. 
The principal produce exchanges in this coun- 
try are: New York Cotton Exchange, New 

Orleans Cotton Exchange, New York Coffee 
and Sugar Exchange, Minneapolis Chamber 
of Commerce, St. Louis Merchants Ex- 

change, Duluth Board of Trade, Kansas City 
Board of Trade, Winnipeg Grain Exchange, 

Omaha Grain Exchange, Milwaukee Cham- 
ber of Commerce, Toledo Produce Ex- 
change, Buffalo Commercial Exchange, Phil- 
adelphia Commercial Exchange, and Balti- 
more Chamber of Commerce. 

The most prominent exchanges of Europe 
are, the Liverpool Cotton Exchange, Liver- 
pool Corn Trade Association, Manchester 
Cotton Exchange, London Corn Exchange, 
as well as the bourses of Hamburg, Paris, 
Berlin, Amsterdam, Antwerp, and Budapest. 

For the operations of a Produce Exchange, 
see Chicago Board of Trade, Futures. 
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New York Real Estate Board 

The Real Estate Exchange of New York 
City, located at 217 Broadway, for the pur- 
pose of enabling its members to trade in real 

estate. The Board was established in Febru- 
ary 1896, and incorporated April 2, 1898. 
Its objects are: 

(1) The formation of an Association of 
those professionally engaged in the Real Es- 
tate Business, Land owners and persons in- 

terested in Real Estate and the welfare of 

the State and City and to make the Board 
the center of Real Estate interests in New 
York. 

(2) To protect and promote the mutual 
interests of its members, and to facilitate ne- 
gotiations in Real Estate. 

(3) To promote and encourage the enact- 
ment of laws beneficial to and take united ac- 
tion upon legislative and municipal matters 
affecting Real Estate. 

(4) To oppose and take necessary meas- 
ures to prevent the enactment or enforce- 

ment of unjust or obnoxious legislation, and 
secure an efficient and economical administra- 
tion of the affairs of the State and City. 

(5) To secure an equitable and uniform 
system of taxation. 

(6) To advocate necessary public improve- 
ments and oppose unnecessary, extravagant 

and wasteful expenditures of public funds. 
The Board is managed by a Board of 

Governors acting under a constitution; by 
two elected committees, auditing and nomi- 

nating, and nine standing committees as 
follows: admissions, appraisals, arbitration, - 

ethics and commissions, house, legislation and 

taxation, records, stock listing, ways and 
means. There are also about twenty special 
committees. The board room is equipped with 
special consulting rooms, maps, records, own- 
erships, telephones and _ other essential 
features necessary to the modern administra- 
tion of real estate. The Real Estate Board 
is concerned with municipal and state legisla- 
tion affecting real estate, and in co-operating 
with other organizations in upholding the 
real estate interests of New York City. 

New York Stock Exchange 
A voluntary, unincorporated association. 

without capital, founded in 1817, and located 

at the corner of Broad and Wall Streets. 
It is the most important stock exchange in 
the United States, if not in the world, and 
according to the new constitution adopted in 
March 1902, has the following objects: “to 
furnish exchange rooms and other facilities 
for the convenient transaction of their busi- 
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ness by its members as brokers; to maintain 

high standards of commercial honor and in- 

tegrity among its members; and to promote 
and inculcate just and equitable principles of 
trade and business.” 

Membership is limited to 1,100 members, 
who must after admission, pay for their 
“seats” and annual dues of $100. There are 
about 200 out-of-town members. The 1,100 

members represent about 400 firms, most of 
which have non-member partners. Many 
members maintain branch offices and “wire 
correspondents” scattered throughout the 
United States and Canada and a few have 
offices in London, Paris and Berlin. Mem- 
berships belong only to individuals and not to 
firms or corporations; banks are therefore 
automatically excluded. Large brokerage 

houses and investment bankers are usually 
partnerships and when one member of the 
house is a member of the stock exchange the 

firm is permitted to advertise itself as “Mem- 
bers of the New York Stock Exchange.” 
Trading on the floor of the exchange, how- 
ever, is confined to individual members ex- 
clusively. The privileges of membership con- 
sist of the right to trade on the floor of the 
exchange for one’s own account without com- 

mission, or for the account of others with a 
commission, or by another member at mem- 

bers’ rates. The estate of a deceased mem- 
ber participates in a death benefit. 

A membership is secured by purchasing a 
seat from a retiring, deceased or expelled 

member, members being elected for life un- 

less they resign or are expelled. Expulsion 
involves forfeiture of membership, but not 
the proceeds of sale of such membership. 
Whenever expulsion is caused by insolvency 
the proceeds of sale of the member’s seat 
are applied to creditors’ or members claims. 

The exchange is governed by a President, 
Vice-President, Treasurer, Secretary, Chair- 

man and Assistant Chairman acting under a 
constitution of 38 articles, by-laws and rules. 
The Governing Committee consists of the 

president and treasurer, and forty members 

elected for four year periods, ten of whom 

are retired annually. There are thirteen 
standing committees, each of which has su- 
preme and final authority on all matters 
within its jurisdiction, as follows: Arrange- 
ments, Admissions, Arbitration, Business 
Conduct, Clearing House, Commissions, 

Constitution, Finance, Insolvencies, Law, 
Securities, Quotations, and Stock List. 

Securities are listed on the exchange by 
application to the stock list committee, the 
decisions of which are subject to review by 
the board of governors. The exchange is 
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as exclusive in admitting securities as it is 
in admitting members. The tests and quali- 

fications for admission are treated under 
Listed Securities (gq. v.). Corporations 
whose securities are required to furnish 

stockholders with complete annual state- 
ments of condition and of profit and loss. 

The financial importance of the stock ex- 
change may be shown by the number and 
par value of stocks and bonds listed and 
the volume of sales. On November 28, 1921, 
770 different stocks and 1,084 bond issues 

were listed. It is estimated that in 1920 the 
total par value of the listed stocks was $16,- 

644,483,503, and the par value of bonds, $18,- 
816,686,722, making a total for stocks and 
bonds of $35,461,170,225. The volume of 
sales for the past ten years is shown in the 
following table: 

Number of Bonds 
Year Shares (Par Value) 

ied as varied ee 131,128,415 $675,213,500 
1915 eee 83,470,693 501,571,020 
1914 eee 47,900,568 461,522,600 
USD bet ome 173,145,203 961,094,700 
1916 ees 233,311,993 1,149,851,950 
Sd Ba thea 185,628,948 1,057,190,200 
19TS ieee 144,118,469 2,062,827 ,500 
LOG ree a 316,787,725 3,808,806, 150 
ASFA Minden nda 226,640,400 3,976,107,150 
LOZ eee 150,839,000 3,517,670,000 

LOD 2a eee 260,752,000 4,098,697,000 

The hours for trading are from 10 A. M. 
to 3 P. M., except on Saturday, when the ex- 
change closes at noon. The floor is open at 
9:30 A. M. in order to give members time 
to arrange for borrowing money and for 
borrowing and lending stocks. Settlements 
of active stocks and bonds are made through 
the New York Stock Exchange Clearing 
House (q. v.), daily except Saturday. 

The schedule of commission charges on the 

New York stock exchange are as follows: 

STOCKS 

Having a market value under $10, $7.50 
per 100 shares. 
Having a market value between $10 and 

$125, $15.00 per 100 shares. 
Having a market value of $125 or over, 

$20.00 per 100 shares. 

BONDS 

On each bond of $1,000 par value, $1.50. 
(See Broker, Listed Securities, Room 

Trader, Seat, Specialists, Tickers.) 

BIBLIOGRAPHY 
S. S Pratr: The Work of Wall Street, 

TOZ Te apn a ee i 
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The New York Stock Ex- 

The Stock Ex- 

New York Stock Exchange Abbrevia- 
tions 

The following abbreviations are used in 
transactions by New York Stock Exchange 
houses, and by the New York Quotation 
Company for ticker quotations, in indicating 
stocks listed on the New York Stock Ex- 
change. For explanation of their use on the 
ticker, see below: 

A Atchison, Topeka & Santa Fe Ry. 
AAC All America Cables, Inc. 
AB WN. Y. Air Brake Co. 
ABK American Brake Shoe & Foundry Co. 
ABL Atlanta, Birmingham & Atlan. Ry. Co. 
ABM Atlanta and Birmingham 
ABN American Bank Note Co. 
ABS American Beet Sugar Co. 
AC American Telegraph & Cable Co. 
ACC American Cities Co . 
ACD Allied Chemical & Dye Corp. 
ACL American Coal Co. of Allegany 
ACS American Ship & Commerce Corp. 
ADG Amalgamated Sugar Co. 
ADK American Dock & Imp. Co. 
ADN Air Reduction Co. 
ADO Associated Oil Co. 
ADS American Druggist Syndicate 
AE Adams Express 
AEO Atchison, T. & Santa Fe E. Oklo. Div. 
AF American Car & Foundry Co. 
AFG American La France Fire Engine Co. 
AFI Atlantic Refining Co. 

BANKING AND FINANCE 423 

Atlantic Fruit Co. (The) 
Atlantic, Gulf & W. Indies S.S. Line 
American Agricultural Chemical Co. 
Alabama Great Southern 
Allis Chalmers Mfg. Co. 
American International Corp. 
Atchison, T. & S. Fe adjustment 
Anton Jurgens Un. Margarine Works 
Alaska Gold Mines Co. 

AKN Atlanta, Knoxville & Cin. 
Atlas Tack Corp. 
American Linseed Co. 
Province of Alberta, Dom. of Canada 
Mathieson Alkali Works 
American Locomotive Co. 
Chicago & Alton Ry. 
United Alloy Steel Corp. 

AM American Express 
AMM American Metal Co., Ltd. 
AMR Armour & Co. Real Estate Bonds 

American Sumatra Tobacco Co. 
Ann Arbor R. R. Co. 
Austin, Nichols & Co., Inc. 
Alliance Realty Co. (The) 
American Cotton Oil Co. 

APW Atlas Powder Co. 
American Smelting & Refining Co. 
Argentine Republic 
American Radiator Co. 
American Rolling Mill Co. 
Art Metal Construction Co. 
American Safety Razor Corp. 

AS~ Albany & Susquehanna R. R. 
Atchison Transcontinental Short Line 
Assets Realization Co. 
General Asphalt Co. 
American Shipbuilding Co. 
American Tobbaco Co. 
American Tobacco Co. Com. “B” 
American Telephone & Telegraph Co. 
Auto Sales Corp. 
Allegheny Valley R. R. 

AW American Writing Paper Co. 
AWH American Wholesale Corp. 
AWW Anmerican Water Works & Electric Co. 
AX Atlantic Coast Line R. R. 
AY Allegheny & Western Ry. 
AZ American Zinc, Lead & Smelting 

B Baldwin Locomotive Co. 
BB Burns Bros. 
BC’ Butte Copper & Zinc Co. 
BCH. Beech Creek R. R. 
BCK Butterick Company 
BD Braden Copper Mines Co. 
BDI Barnsdall Corp. 
BDX City of Bordeaux (France) 
BE Brooklyn Edison Co. 
BEL Kingdom of Belgium 
BER City of Berne (Switzerland) 
BF Booth Fisheries Co. 
BFQ Buffalo & Susquehanna R. R. 
BGK Bangor & Aroostook R. R. Co. 
BGN City of Bergen (Norway) 
BGU Compania Azucarea Baragua 
BH Bush Terminal Co. 
BHB Bush Terminal Buildings Co. 
BHL Brier Hill Steel Co. 
BI National Biscuit Co. 



BW 
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Brunswick Terminal & Ry. Sec. Co. 
Baldwin Locomotive Works 
Bell Telephone Co. of Pa. 
Barnet Leather Co. 
Republic of Bolivia 
Batopolis Mining Co. 
N. Y., B’klyn & Manh’n Beach R. R. 
British Empire Steel Corp., Ltd. 
Brooklyn-Manhattan Transit Co. 
Brooklyn, Queens Co. & Suburban 
Beech-Nut Packing Co. 
Baltimore & Ohio R. R. 
American Bosch Magneto Corp. 
Union Bag and Paper Corp. 
Buffalo, Rochester & Pittsburg Ry. 
Bethlehem Steel Corporation 
Buffalo and Susquehanna Iron Co. 
Ches. & Ohio, Big Sandy Ry. Co. 
Butte & Superior Mining Co. 
Brooklyn Union Gas Co. 
Brooklyn Union Elevated R. R. 
Brown Shoe Co. 

BWV B. & O., Pitt., L. E. & W. Va. System 
BWY Broadway & Seventh Ave. R. R. 
BX 

CHU 

Balto. & Ohio Southwestern Ry. 
Bayuk Brothers, Inc. 
United States of Brazil 

Anaconda Copper Mining Co. 
Canadian Pacific Co. 
Ill. Central, Cairo Bridge 
American Can Co. 
Carolina Central Ry. 
Central Branch, Union Pacific Ry. 
Central R. R. and Banking Co. of Ga. 
Cuba Railroad Co. 
Cleveland, Cin., Chic. & St. Louis Ry. 
Cincinnati Gas & Electric Co. 
American Chicle Co. 
Crown Cork & Seal Co. 
Carolina, Clinchfield & Ohio 
Consolidation Coal Co. of Maryland 
Dominion of Canada Bonds 
Cerro de Pasco Copper Corp. 
Central District Telephone Co. 
Cleveland Union Terminal 
Chicago & Eastern Illinois R. R. 
N. Y. Central & Hudson River R. R. 
Colorado Fuel & Iron Co. 
Columbia Gas & Electric Co. 
Con. Gas Electric Light & Power Co. 

of Baltimore 
Consumers’ Gas Co. of Chicago 
Canadian Gen. Electric 
Chicago Gas Light & Coke Co. 
Columbia Graphophone Mfg. Co. 
Consolidated Cigar Corp. 
California Gas & Electric Corp. 
Nash., Chattanooga & St. L. Railway 
Cincinnati, Hamilton & Dayton Ry. 
Shicago & Erie R. R. 
Chicazo. Siaonis taaN.2 Oe s in 
Chile Copper Co. 
Chandler Motor Car Co. 
Chinese Government, Hu-Kuang Rys. 
Choctaw, Oklahoma & Gulf R. R. 
Chicago Railways Co. 
Chicago Union Station 

CHW Chicago and West Michigan 

Caddo Central Oil & Refining Co. 
Chicago, Indianapolis & Louisville Ry. 
Callahan Zinc Lead Co. 
Cin., Indianapolis, St. L. & Chic. R. R. 
U. S. Cast Iron Pipe & Foundry Co. 
Continental Insurance Co. 
Central Coal & Coke Co. 
Central Leather Co. 
Republic of Colombia 
Cincinnati, Lebanon & Northern 
Colorado Industrial Co. 
N. Y. Central, Lake Shore 3%s. 
Cluett, Peabody & Co. 
Cleveland Short Line 
Conley Tin Foil Corp. 
Cleveland, Loran & Wheeling Ry. 
N. Y. Central, Michigan Cen. 3%s. 
Commercial Cable Co. 
Calumet and Arizona Mining Co. 
Computing, Tabulating Recording Co. 
Continental Motors Corp. 
Consumers Power Co. 
Cumberland Telephone & Tel. Co. 
Columbus & Ninth Ave. R. R. 
Carson Hill Gold Mining Co. 
Canadian Northern Ry. 
Cuba Cane Sugar Co. 
Chesapeake & Ohio Railway 
City of Copenhagen 
Cosden & Co. 
Continental Can Co. 
Central Pacific Ry. 
Commonwealth Power Corp. 
California Packing Corp. 
Chicago Pneumatic Tool Co. 
California Petroleum Corporation 
J. I. Case Plow Works Co. 
Corn Products Refining Co. 
City of Christiania (Norway) 
Certain-Teed Products Corp. 
Crucible Steel Co. of America 
Conn. Railway & Lighting Co. 
Crex Carpet Co. 
Canada Southern Railway 
Chicago, St. Paul & Minneapolis 
Canada Steamship Line 
Chicago, St. Louis & Pittsburg R. R. 
Cuban American Sugar Co. 
Commercial Solvents Corp. 
City of Sao Paulo 
Comstock Tunnel Co. 
J. I. Case Threshing Machine Co. 
Consolidated Textile Corp. 
Republic of Cuba Bonds 
Union Elevated of Chicago 
Chicago & Western Indiana R. R. 
Colorado & Southern Ry. 
Chino Copper Co. 
Czechoslovak Republic 

Denver & Rio Grande R. R. 
De Beers Con. Mines Ltd., Amn. sh. 
Detroit & Mackinac Ry. Co. 
Detroit City Gas Co. 
Dutch East Indies (Bonds) 
Kingdom of Denmark 
Deere & Co. 
Des Moines & Ft. Dodge R. R. 
Delaware & Hudson Canal Co. 
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Durham Hosiery Mills 
Duluth & Iron Range R. R. 
Consolidated Distributors, Inc. 
New York Dock Co. 
Dela., Lacka. & Western R. R. 
Danish Consolidated Municipal Loan 
Diamond Match Co. 
Dome Mines Co. 
Dominican Republic 
E. I. Du Pont De Nemours & Co. 

DPW E. I. Du Pont De Nemours Powd. Co. 
Duquesne Light Co. 
Distillers’ Securities Corporation 
United Drug Co. 
Duluth, South Shore & Atlantic Ry. 
Davison Chemical Co. (The) 
Detroit Edison Co. 
Detroit United Railways 
Dayton Power & Light Co. 
Duluth Superior Traction Co. 
Associated Dry Goods Corp. 

Erie R. R. 
Electric Storage Battery Co. 
N. Y. Edison Co. Bonds 
Empire Gas & Fuel Co. Bonds 
Emerson Brantingham Co. 
Erie General Lien 
White Eagle Oil & Refining Co. 
Elk Horn Coal Corp. 
Endicott, Johnson Corp. 
Elgin, Joliet & Eastern Ry. 
Edison Illuminating of Brooklyn 
Eastman Kodak Co. of N. J. 
National Enameling & Stamping Co. 
Erie & Pittsburg R. R. 
Eastern Cuba Sugar Co. 
East Tenn., Virginia & Georgia R. R. 
Evansville & Terre Haute R. R. 
Evansville & Indianapolis R. R. 
Lake Erie & Western R. R. 
Exchange Buffet Corp. 

Fisher Body Ohio Co. 
Fort Worth & Denver City Ry. 
Fort Worth & Rio Grande Ry. 
Government of the French Republic 
Fairbanks Co. 
Fisk Rubber Co. 
Florida East Coast Ry. 
Famous Players, Lasky Corp. 
Framerican ‘Indus. Dev]. Corp. 
Flint & Pere Marq., Port Huron Div. 
Flint & Pere Marquette R. R. 
Fidelity Phenix Fire Ins. 
Fisher Body Corp . 
American Foreign Securities Co. 
United Fruit Co. 
Federal Mining and Smelting Co. 
Freeport Texas Co. 
Mutual Fuel Gas Co. 
Fifth Ave. Bus Securities Corp. 
Pittsburg, Fort Wayne & Chic. Ry. 
Central Foundry Co. 
American Steel Foundries 

Consolidated Gas Co. 
Granby Consolidated Mining Smelt- 

ing and Power Co., Ltd. 

HM 
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Georgia-Carolina & Northern 
Gray & Davis, Inc. | 
General Electric Co. 
Gulf & Ship Island R. R. 
General Baking Co. 
Geo. W. Helme Co. 
Gila Valley, Globe & Northern Ry. 
Gimbel Bros., Inc. 
Georgia & Alabama Ry. 
Gaston, Williams & Wigmore, Inc. 
Glidden Co. (The) 
Gilliland Oil Co. 
Goldwyn Picture Corp. 
General Motors Co. 
General Motors Corp. Debenture Stk. 
Green Bay & Western Ry. 
Greene Cananea Copper Co. 
Great Northern Railway 
Grand Trunk Ry. of Canada 
Central of Georgia Ry. 
Goodyear Tire & Rubber Co. (The) 
Great Falls Power Co. 
Great Northern, Preferred Stock 
B. F. Goodrich Co. 
General Refractories Co. 
Gold & Stock Telegraph Co. 
Guantanamo Sugar Co. 
Gulf States Steel Co. 
Great Western Sugar Co. (The) 
General American Tank Car Corp. 
Gulf Mobile and Northern 
Chicago & Great Western Railway 
Galv., H. & San A., Mex. & Pac: Div. 
General Cigar Co. 

New York & Harlem R. R. 
Hendee Manufacturing Co. 
Hershey Chocolate Co. 
Republic of Haiti 
Harbison Walker Refractories Co. 
American Hide & Leather Co. 
Holland America Line 
Homestake Mining Co. 

HMN H. R. Mallinson & Co. 
HMO 
HMT 

Hupp Motor Car Corp. 
Hudson Motor Car Co. 

HMX Humble Oil & Refining Co. 
HMY U. S. Hoffman Machinery Corp. 
HN 
HNR 
HO 
HP 
HR 
HRT 

Havana Electric Ry. 
Havana Elec. Ry., Lgt. & Power Co. 
Houston Oil Co. of Texas 
N. Y. Gas & Elec. Lgt., Heat & P. Co. 
International Harvester Co. 
Hartman Corporation 

HRW Habirshaw Electric Cable Co. 
sie Houston & Texas Central R. R. 

Hudson & Manhattan Railroad Co. 
Hocking Valley Ry. 
Hackensack Water Co. 
Houston East & West Texas 
Hydraulic Steel Co. (The) 

Iowa Central Railway 
Interborough Metropolitan Co. 
Interboro Cons. Cor. 
International Cement Corp. 
Island Creek Coal Co. 
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U. S. Industrial Alcohol Co. 
Indiahoma Refining Co. 
Indiana Natural Gas and Oil 
International Agr. Corporation 
TIL Cent Chic )SEAL. an. ., 3taods: 
International Nickel 
Illinois Central R. R. 
Illinois Central, Louisville Division 
International Salt Co. 
Illinois Central, St. Louis Division 
St. L., Iron M. & Southern Ry. 
St. L., Iron Mnt. & S. Riv. & Gulf Div. 
Institute Iri. Work & Dev. Agri. S.A. 
Indiana, Illinois & Iowa R. R.- 
Chicago & Indiana Coal Railway Co. 
International Combustion Corp. 
Inspiration Consolidated Copper Co. 
Island Oil & Transport Corp. 
International Paper Co. 
Ingersoll-Rand Co. 
Iron Products Corp. 
Indian Refining Co 
Interborough Rapid Transit Co. 
American Ice Co. 
Illinois Steel Co. 
International Shoe Co. 
International & Great Nor. R. R. 
Invincible Oil Corp. 
Indiana Steel Co. 

Central R. R. of New Jersey 
Ja, Pennys Co: 
Jefferson & Clearfield Coal & Iron Co. 
St Joseph & Grand Island R. R. 
Jamestown, Franklin & Clearfield R. R. 
Jones & Laughlin Steel Corp. 
Joliet & Chicago 
Imperial Japanese Govt. Bonds 
Jones Brothers Tea Co. 
Alaska-Juneau Gold Mining Co. 
Jewel Tea Co. 
Ajax Rubber Co. 

Missouri, Kansas & Texas Ry. 
Julius Kayser & Co. 
St. Paul and Kansas City Short Line 
S. S. Kresge Co. 
Keokuk & Des Moines R. R. 
Kansas City Power & Light Co. 
Kanawha & Michigan Ry. 
Kennecott Copper Corp. 
G. R. Kinney & Co., Inc. 
Knoxville & Ohio R. R. 
Kansas & Gulf Co. 
Kansas City Terminal Ry. 
Coco Cola Co. 
Kelly-Springfield Tire Co. 
Kings Co. Electric Lt. & Power Co. 
S. H. Kress & Co. 
Keystone Tire & Rubber Co. 
Kansas City & Southern Ry. 
Kansas City, Ft. Scott & Memp. R. R. 
Kansas City, Ft. Scott & Memp. Ry. 
Kings County Elevated R. R. 
Kelsey Wheel Co. 
Kentucky Central R. R. 

Liberty Loan, U. S. Govt. 
Loft Incorporated 
Laclede Gas Co. of St. Louis 
Long Island R. R. 
Lackawanna Steel Co. 
Liggett & Myers Tobbaco Co. 

LM.B.Liggett & Myers Tob. Co., Ser. “B” 
LMO Lou. & Nash., N. Orleans & Mob. Div. 
LMW Lima Locomotive Works, Inc. 

MKR 
MM 
MMO 

Louisville & Nashville R. R. 
Louisville & N.R.R.& S.Ry. Monon 4s. 
Loose-Wiles Biscuit Co. 
P. Lorillard Co. 
Lee Rubber & Tire Corp. 
Lake Shore & Michigan Southern Ry. 
National Lead Co. 
Underground Electric Ry. of London 
Lehigh Valley R. R. 
Loews Incorporated 
Lexington Ave. & Pavonia Ferry R. R. 
City of Lyons (France) 

International Mercantile Marine 
Mahoning Coal Railroad Co. 
Manhattan Elevated Railway 
Manhattan Shirt Co. 
May Department Stores Co. 
Manhattan Beach Co. 
Michigan Central R. R. 
Marand Oil Co. 
Morris & Essex R. R. 
United States of Mexico 
Michigan State Telephone Co. 
Mergenthaler Linotype Co. 
Monongahela Power & Railway Co. 
Miami Copper Co. 
Milwaukee & Northern R. R. 
The Mackay Companies 
Missouri, Kansas & Oklahoma 
Market Street Ry. Co. 
St. Paul, Minneapolis & Manitoba R.R. 
Maxwell Motor Co. 

MMX Magma Copper Co. 
MN 
MNO 
MNR 
MNS 
MNT 
MNU 
MO 
MOH 
MON 
MOO 
MOR 
MOS 
MOV 

Mexican Petroleum Co. 
Mexican Northern Ry. 
Manila Elec. Corp. (The) 
Mullins Body Corp. 
Montana Power Co. 
Manati Sugar Co. 
Mobile & Ohio R. R. 
Mohawk and Malone. 
Montana Central R. R. 
Moon Motor Car 
Mother Lode Coalition Mines Co. 
Mobile & Ohio, St. L. & Cairo 
City of Montevideo 

MOW Montgomery Ward & Co. 
MP Missouri Pacific Railway 
MPW Moline Plow Co. 

Mack Truck, Inc. 
Marlin-Rockwell Corp. 
Morris & Co. 
Martin Parry Corp. 
Minneapolis & St. Louis R. R. 
Minn., St. Paul & Sault Ste. Marie Ry. 
Middle States Oil Corp. 
City of Marseilles (France) 
Mexican Seaboard Oil Co. 
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Manhattan Electrical Supply Co. 
Montreal Tramways Co. 
Metropolitan Edison 

MTY McIntyre Porcupine Mines, Ltd. 
Midvale Steel & Ordance Co. 
Milwaukee, Lake Shore & West. R. R. 
National Railways of Mexico 

MXC Mexican Central Railway 
MXO National R. R. Co. of Mexico 
MY Milwaukee Elec. Ry. & Light Co. 
M&B Mobile & Birmingham R. R. 
MZ Macy (R. H.) & Co. 

N Norfolk & Western Ry. 
NA North American Co. 
NAE North American Edison 
NC National Conduit & Cable Co. 
NCM National Acme Co. 

National Cloak & Suit Co. 
NF Niagara Falls Power Co. 
NFS Nashville, Florence & Shef’d Ry. 
NH New York, New Haven & Hart. R. R. 
NJ United New Jersey R. R. & Canal Co. 
NK WN. Y. State Canal Imp. Bonds 
NL New York, Lackawanna & W. R. R. 
NLO Northern Ohio Traction & Light 
NLW N. Y., L. E. & West. Dock & Imp. 

Northern Central Railway 
NNR New York Connecting R. R. 

Kingdom of the Netherlands 
NNT Northwestern Bell Telephone Co. 
NNY Nunnally Co. (The) 

Northern Railroad of Cal. 
Northern Pacific Ry. 

NPO Norfolk and W. Pocahontas Coal Co. 
NPW Northern States Power Co. 

Nova Scotia Steel & Coal Co. 
Northern Ohio Ry. 
Norfolk & Western, New River Div. 
N. Y. Railways Co. 

NS Norfolk Southern R. R. Co. 
New York Shipbuilding Corp. 
National Starch Co. 
Norfolk & Southern R. R. 
Nash Motor Co. 
New York State Raliways 
National Surety Co. 
New York Telephone Co. 
New England Tel. & Tel. 

NTU National Tube Co. 
NTW Newport News & Hampton Ry. Gas 

& Electric Co. 
NTX New Orleans, Texas and Mexico Ry. 
NU Nassau Electric Ry. 
NV_ Nevada Con. Copper Co. 
NW Chicago & Northwestern Ry. 
NWT Northwestern Telegraph Co. 
NWY Kingdom of Norway 
NX New Orleans Railway & Light Co. 
NY City of N. Y. Corporate Stk. or Bonds 
NYS N. Y. State Highway Bonds 

OB Owens Bottle Machine Co. 
OBW Ohio Body & Blower Co. (The) 
OD Ogdensburg & Lake Champlain 
OF Ohio Fuel Supply Co. 
OHW Ohio, Indiana & Western R. R. 
OK Oklahoma Producing & Refining Corp. 

of America 
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OM Chicago, St. P., Minneapolis & Omaha 
ONT Ontario Silver Mining Co. 
OP Old Dominion Co. 
OPW Ontario Power, Niagara Falls 
OPX Orpheum Circuit, Inc. 
OR Oregon Railroad & Navigation Co. 
ORC Oregon & California R. R. 
ORE Great Northern Temporary Ctfs. for 

Ore Properties 
ORS Oregon Short Line R. R. 
ORW Oregon-Washington R. R. & Nav. Co. 

Otis Steel Co. 
OT Otis Elevator Co. 
OV Willys-Overland Co. 

New York, Ontario & Western Ry. 

P Pacific Mail Steamship Co. 
Pennsylvania R. R. 
Pacific Telephone & Telegraph Co. 

PB United Paper Board Co. 
PBW Phila., Balt. & Washington R. R. 
PC _C~Pittsburg Coal Co. 

Pacific Gas & Electric Co. Bonds 
PD Pond Creek Coal Co. 

Panhandle Producing & Refining Co. 
Pacific Development Corp. 

PE Peoria & Eastern Railway 
PF Pacific Oil Go: 

Producers & Refiners Corp. 
PG Pittsburg Steel Co. 

Chi., Milwaukee & Puget Sound Ry. 
Philadelphia Co. 

PHM Phillips Petroleum Co. 
PJ Phillips Jones Corp. 

Pettibone Mulliken Co. 
PKM Packard Motor Car Co. 

Pacific R. R. of Missouri 
PMY Pittsburg, McKeesport, Youg. 
PO People’s Gas Light & Coke Co. 

Pierce Oil Corp. 
PP Pan-American Petroleum & Tran. Co. 

Pan-Am. Pet & Trans. Class B Com. 
PQ Pere Marquette R. R. 

Pere Marquette Prior Pr. Vot. Tr.Ctf. 
Pressed Steel Car Co. 
Porto-Rican American Tobacco Co. 
Parish & Bingham Corp. 
Paris-Lyons Mediterranean R. R. Co. 

PS Postum Cereal Co., Inc. 
Punta Alegre Sugar Co. 
Pittsburg, Shenang & L. E. Bonds 
South Porto Rico Sugar Co. 
Public Service Corporation of N. J. 
Penn Seaboard Steel Corp. 
Providence Securities Co. 

PT  Pitts., Cin., Chicago & St. Louis R. R. 
Cleveland & Pittsburg R. R. 
City of Porte Alegre 
Pullman Company 
Pure Oil Co. (The) 

PV Philadelphia Rapid Transit 
Penna Edison Co. 

PW Pittsburg & West Virginia Ry. Co. 
PWW Piggly Wiggly Stores, Inc. 
PX, Pacific :Coast.Co. 
PY Pitts., Youngstown & Ashtabula R. R. 
PZ Pierce Arrow Motor Car Co. 
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Chicago, Burlington & Quincy R. R. 
State of Queensland 

Reading Co. 
Ches. & Ohio, Richmond & Alleg. Div. 
New York & Rockaway Beach R. R. 
Republic Iron & Steel Co. 
Ray Consolidated Copper Co. 
Republic of Chile 
Equitable Tr. Ctts. N. Y. Shares 

Royal Dutch Co. 
Rand Mines Limited Amn. Shares 
Richmond & Danville R. R. 
Rio Grande Southern R. R. 
Chicago, Rock Island & Pacific Ry. 
Robert Reis & Co. 
Reading Co., Jersey Central, Coll. 4s. 
City of Rio de Janeiro 
Reynolds (R. J.) Tobacco Co. 
Rock Island, Arkansas and Louisiana 
U. S. Realty and Improvement Co. 
Republic Motor Truck Co., Inc. 
Rensselaer & Saratoga R. R. 
Rio Grande & Western Railway 
Replogle Steel Co. 
Remington Typewriter Co. 
Remington Arms 
United Retail Stores Corp. 
State of Rio Grande Do Sul 
Rogers Brown Iron Co. (Bonds) 
Reynolds Spring Co. 
R. R. Securities Co., Ill. Cen. Stock 
United States Rubber Co. 
Russian Government 
Rutland Railroad 
Advance Rumely Co. 
Railway Steel Spring Co. 

American Sugar Refining Co. 
San Antonio & Aransas Pass Ry. 
St. Lawrence & Adirondack Ry. 
State of San Paulo 
Sixth Ave. R. R. 
Seaboard Air Line 
Stern Brothers 
Southern Bell Telephone Co. 
Sinclair Consolidated Oil Corp. 
South Carolina & Georgia R. R. 
Standard Oil Co. (California) 
United Steamship Co. of Copenhagen 
Santa Cecilia Sugar Corp. 
St Paulie eDaluth Ra ie 
Spaulding (A. G.) & Bro. 
Seine (Dept. of the) 
Seneca Copper Corp. 
St. Louis & San Francisco R. R. 
Standard Gas & Electric Co. 
Shell Transport & Trading Co. Equit. 

Tr. Co. Ctfs. for Am. Shares 
Sharon Steel Hoop Co. 
Superior Oil Corp. 
Simms Petroleum Co. 
Sinclair Pipe Line Co. 
St. Joseph Lead Co. 
Sears-Roebuck Co. 
New York, Chicago & St. Louis R. R. 
St. Louis, Rocky Mount. & Pac. Co. 
Sloss, Sheffeld Steel & Iron Co. 

- Toledo, Walhonding Valley & Ohio 

‘ City of Tokyo (Japan) Bonds 

Standard Milling Co. 
Saxon Motor Car Corp. ‘ 
South & North Alabama R. R. 
Standard Oil Co. of New Jersey 
American Snuff Co. 
Southern Pacific Co. 
Southern Railway 
Southern Ry., Mobile and Ohio Ctfs. 
St. Louis Southwestern R. R. 
St. Louis Southern 
City of Soissons 
Superior Steel Corp. , 
Kingdom of the Serbs, Croats & Slov. 
Spicer Manufacturing Corp. 
Chicago, Milwaukee & St. Paul Ry. 
Stromberg Carburetor Co. 
UniiRvshotinat. briot, beairastipua: 
Studebaker Corporation 
St. Louis, Peoria & N. Western 
Stewart-Warner Speedometer Corp. 
Sterling Products Inc. 
Submarine Boat Corp. 
Shell Union Oil Corp. 
Sinclair Crude Oil Pur. Co. (Bonds) 
Scioto Valley & New England 
Savage Arms Corp. 
Savannah, Florida & Western 
N. Y. Susquehanna & Western R. R. | 
Sweet Co. of America, Inc. (The) \ 
Kingdom of Sweden 
Swiss Confederation ‘ 
Steel & Tube Co. of America (The) 
Skelly Oil Co. 
Syracuse Lighting Co. 
Cin., Sandusky & Cleveland R. R. 
Shattuck Arizona Copper Co. 

Texas & Pacific Railway F 
Terminal R. R. Association of St. L- | 
Thirds Aves Rik: 
Tobacco Products Cor. 
Tennessee Copper Co. 
Tennessee Copper and Chemical Corp. 
Temtor Corn & Fruit Products Co. 
Trans. Continental Oil Co. ; 
Toledo Railways and Light Co. ! 
Texas Gulf Sulphur Co. ; 
American Thread Co. 
Tennessee Coal, Iron & R. R. Co. 
Timken Roller Bearing Co. 
Texas Pacific Land Trust 
Toledo, St. Louis and Western Ry. 
Toledo, Peoria & Western R. R. 
Tri- City Railway & Light Co. 
Transue & Williams Stl. Forging Corp. 
Tide Water Oil Co. 
Twin City Rapid Transit 

Texas & New Orleans R. R. 
‘Texas Co: 
Texas Pacific Coal & Oil Co. 
Toledo & Ohio Central Railway 

Union Pacific R. R. 
United States Tobacco Co. 
United Cigar Stores Co. 
Ulster & Delaware R. R. 



ENCYCLOPEDIA OF BANKING AND FINANCE 

UF U.S. Food Products Corp. 
UG United Fuel Gas Co. 
UGY Republic of Uruguay 
UH Utah & Northern 
UK United Kingdom of G. B. and Ireland 
UN Underwood Typewriter Co. 
UNR United Rail Roads or Sek: 

Union Oil Co. 
UPW Utah Power & Light Co. 
URY United Stores Reality Corp. 

United Railways Co. of St. Louis 
Utah Copper Co. 

UTX Union Tank Car Co. 
UV U.S. Smelting Refining & Mining Co. 
UW United Ry. Investment Co. of S. F. 
UX United States Express 
UY United Dyewood Corp. 
UZ = Utah Securities Corp. 

Vv Victory Loan, U. S. Govt. 
VAN Vanadium Corp. of America 
VC. Virginia Carolina Chemical Co. 
VD Virginia 6s, Deferred Ctfs. 
VK _ Virginia Iron, Coal & Coke Co. 
VM Virginia Midland Railway 
Vive Vandalia KR. R. 
VR ~Virginian Railway Co. 
VRT Van Raalte Co. 
VV_sOV« Vivaudou, Inc. 
VW Virginia & South Western 
VX Vulcan Detinning Co. 
VY Virginia Ry. & Power Co. 

WwW Western Union Telegraph Co. 
WA Wabash R. R. Co. 
WAT Wright Aeronautical Corp. 
WBR Weber & Heilbroner 
WC Wisconsin Central Ry. 
WCN Washington Central Ry. 
WCS Wis. Cen. Sup. & Dul. Div. Term. 
WCR N. Y., Westchester & Boston R. R. 
WE Wilkesbarre & Eastern 
WF Wells Fargo Express 
WH Westchester Lighting Co. 
WHI White Motor Car Co. 
WHP White Oil Corp. 
WIL Wilson & Co. 
WIN Winchester Repeating Arms Co. 
WK Westinghouse Air Brake Co. 
WKN Wickwire Spencer Steel Corp. 
WL Wheelilng & Lake Erie Railway 
WM Western Maryland 
WN Western Electric Co. 
WNC Western North Carolina R. R. 
WNY Western New York & Penn. R. R. 
WOR Worthington Pump & Mach’ry Corp. 
WR Western Pacific R. R. Corporation 
WRS Western Pacific R. R. Company 

West Shore R. R. 
WSU Warner Sugar Refiining Co. 

F. W. Woolworth Co. 
Westinghouse Electric & Mfg. Co. 
American Woolen Co. 

x United States Steel Cor. 

Youngstown Sheet & Tube Co. (The) 

ZU City of Zurich (Switzerland) 
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GOVERNMENTS 

U. S. GovERNMENT SECURITIES 

2s FO oy als Bes ee Geer et Lira 1930 
4s ERPS eA hess Oe: sis acs disietiark staat tele feast 1925 
HIS Pee Teasur yy ONS esas oes. ciete 1947-52 
DCs) District, Columbia, 3-053 avec e.censlesece 1924 
PAN Panama Canal 10-30-yr. 2s............ 1936 
38 PATNI (CANT rs Scccciesteeee<eicdeeeatc, as 1961 
PHI Philippine Island Ld. Pur. 4s....1914-34 

WORDS AND PHRASES 

A Assented, Class A 
AJ Adjustment 
APD Assessment Paid or All Paid 
B Bonds, Class B, or (in fig.) Bid or 

Buyer 
BNK Bank 
G Bonds, Class C (in fig.) Coupon or 

following a sale, cash 
CH ~ Clearing House 
CLT Collateral Trust 
CN Consolidated or Consols 
CT Certificates 
CV Convertible 
D Debenture or Division 
EXT Extended or Extension 

Funding 
Flat, without interest 

General Mortgage 
Land Grant 
Guaranteed 

I First 
II Second 
III Third 

Improvement 
IN Income 
LL Leased Lines 
MTG Mortgage 
N New or North 
O (In figures) Offered 
OB Opening of Books 
PR “Preferred 
R Receipts 

Real Estate 
Registered 

Ss South, Southern, Stock, Series or (in 
figures) Seller, or Shares 

SB Small Bonds 
Sc. Scrip 
SF Sinking Fund 
STA Stamped 
T Terminal 
Te  $Tax Exempt 
TR Trust Receipts 
UN Unified 
UR Under the Rule 
WI When Issued 
>a Ex-coupon Dividend or Interest 

The general arrangements used to denote 
sales, bids and offers, follow: 

Ciphers will be dropped from sales, in the 
following manner: One price following the 
name of a stock signifies a sale of 100 shares 
at that price; thus X 10374 means 100 shares 
of United States Steel at 10374; 200 shares 
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will be printed thus: X 2.10374; 300 shares 

will be printed X 3.1037, and so on up to 

1,000 shares which will be printed X 10.1037% ; 

1,500 shares will be printed X 15.103%; 
2,000 shares X 20.1037, and so on. In order 

that no confusion shall occur where the 

number of shares is near the price of a stock, 

the number of shares will be printed in full 

and followed by an S, thus: MA 300.8.25¢ 

will mean American Malt 300 shares at $25% 

per share; K1000.S.10% will mean 1000 

Missouri, Kansas & Texas at $10% per 
share; IBC500.S.6 will mean 500 shares 
Interborough Corporation at $6.00 per share, 
and so on. Odd Lots will be printed with 
the word “Shares” spelled out; thus: X.10 
shares 1037 will mean 10 shares United 
States Steel sold at 10374; or M116 shares 
A8 will mean 116 shares of International 
Mercantile Marine sold at 48. An offer 
alone, without a bid, is preceded by an 0 and 
a ‘dot, *thus2¢RO: 1 0p0/55 se AYsalevand 'o ter: 
thus: RO. 75. 0. 75. A bid alone, without 
an offer, is followed by the letter B, thus: 
RO. 75. B. When a sale is not recorded in 
its proper place the price will be preceded by 
the abbreviation SLD., thus: RO. SLD. 75. 
When an error has been made by the re- 
porter, or in printing, the last letter or figure 
is repeated several times, indicating that the 
quotation is to be thrown out, thus: RO. 
75 44% Y%. Three-day contracts in stocks 
which have been placed in the Clearing 
House will be printed thus: RO. 2. 75. 3 
days. 

New York Stock Exchange Clearing 

House 

An institution, now known as the Stock 

Clearing Corporation, the purpose of which 

is to clear stock transactions among its mem- 

ber brokers in much the same way as checks 

are cleared through a clearing house for its 

member banks. 

Stock exchange clearing houses were first 

established in Europe, the Frankfort Stock 

Exchange inaugurating a system as early as 

1867. At the present time, the system is used 

by all important stock exchanges throughout 

the world. The New York Consolidated 

Stock Exchange introduced its system in 
1886, and the New York Stock Exchange in 

1892. 

Prior to the adoption of stock exchange 

clearing houses, it was necessary for a 

broker who had sold stocks to deliver them 

to the offices of the various purchasing 

brokers and collect payment therefor. Like- 

wise, brokers from whom he had purchased 

stocks were compelled to deliver stocks to 
his offices and receive payment therefor. 

At the present time, however, a broker at 

the close of each day’s business makes up a 

clearing house sheet, displaying the pur- 

chases on the left-hand side, and sales on the 

right-hand. The number of shares, name of 

security, price, and name of broker to whom 

delivery or from whom receipt is to be made, 
are indicated. Thus, the left side shows the 

amount to be received, while the right side 

shows the amount to be delivered. If the 
broker’s purchases in money value exceed his 
sales, the clearing house sheet is accompanied 
with a check payable to the Stock Clearing 

Corporation; but if the sales exceed the pur- 
chases then a credit memorandum showing 

the amount due from, or draft upon, the 
Stock Clearing Corporation is forwarded 
with the clearing house sheet. 

In very few cases will a broker buy the 
same amount of a given stock as he sells, or 

vice versa. The stock difference, therefore, 

must be settled as well as the money differ- 
ence. But the stock difference is provided 
for at the time the clearing house sheet is 

made up. “The balances of securities that 
may appear on one side or the other of the 
sheet must actually be received or delivered 
at a fixed ‘delivery’ or ‘settlement’ price, 
published by the clearing house in advance of 
the making up of the clearing sheet. The 
totals of these fixed delivery items are taken 

care of by a system of debits and credits in 
the clearing house. No injustice results from 
this practice, because the brokerage firm in 
making up the statement automatically 
credits or debits itself on the clearing sheet 
for any loss or profit (for which, of course, 

it is not responsible), that may arise because 
the arbitrary settlement price happens to be 
higher or lower than the contract price. And 
all such debits and credits by all brokerage 
houses concerned in the transactions will nec- 
essarily offset one another so that the sum 
total of all checks sent to the clearing house 
will just equal all drafts upon it.”’* 

The Stock Clearing Corporation was es- 

tablished in 1919 with a capital of $500,000 
divided into shares of $100 each, all of which 
is owned by the New York Stock Exchange. 
Expenses are paid by the clearing members 
based on the number of shares cleared and 
their value. With certain exceptions, all 
transactions of stock exchange members must 
be cleared through the Stock Exchange Cor- 
poration, except that only transactions involv- 

ae S. S. Huesner: The Stock Market, p. 194. 

i ie 
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ing 100 share lots or multiples thereof, are 
eligible. 

Only active securities, moreover, can be 
cleared in this way, the Stock Clearing Cor- 
poration designating from time to time, the 

list of securities which will be received for 
clearing purposes. These are known as clear- 

ing house stocks. (See Clearing House, 
New York Stock Exchange. ) 

BIBLIOGRAPHY 

S. S. HUEBNER: 

(1922), Chap. 14. 

New York Stock Exchange Schedule 
of Commissions 

See New York Stock Exchange. 

The Stock Market 

New York Sugar Exchange 
See New York Coffee and Sugar Ex- 

change. 

Next of Kin 

Those related by blood; heirs included in 
the provision of the statutes of distribution. 
(See Heir.) 

Nickel 

See Nickel Coin. 

Nickel Coin 

A name given to the United States five 
cent piece. It is classified as one of the 
Minor Coins (q. v.) by the Treasury De- 
partment. Its composition is 75 per cent. 
copper (57.87 grains) and 25 per cent. nickel 
(19.29 grains), or total weight of 77.16 
grains. It is legal tender in amounts not ex- 
ceeding 25 cents in any one payment and may 
be redeemed in lawful money upon presenta- 
tion in sums of $20, or multiples thereof. 

(See Token Money.) 

Nick-Names of Stocks 

Many of the leading stocks have nick- 
names by which they are popularly known in 
Wall Street. In some cases nick-names have 
been derived from the ticker abbreviation. 
For instance, Missouri Pacific is known as 
“Mop” (abbreviation MP), and People’s Gas 
Light & Coke Company as “Post Office” 
(abbreviation PO). Other nick-names are 
“Betsey B” or “Bessie B”’ for Bethlehem 
Steel Class B (abbreviation BSB) ; “Nipper” 

for Northern Pacific (abbreviation NP) ; 

“Katy” for Missouri, Kansas & Texas (ab- 
breviation K) ; and “Old Woman” for New 
York, Ontario and Western (abbreviation 
OW). 
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No Account 

When a check is presented for collection 
through the clearing house for which the 
drawer as indicated, has no account on the 
books of the drawee bank, the latter returns 

it to the presenting bank for credit, with the 

memorandum entitled, “No Account” at- 

tached. (See Irregularities.) 

No Funds 

When a check is presented for collection 
through the clearing house for which the 
drawer as indicated, has no funds to the 
credit of his account with the drawee bank, 

the latter returns it to the presenting bank, 

for credit, with the memorandum entitled, 
“No Funds” attached. (See Irregularities.) 

Nominal Assets 

Assets of doubtful, indeterminable, or of 
undetermined or of no value, e. g., good will, 
patents, trademarks, or fixtures, carried on 
the books at some arbitrarily low value e. g., 
$1.00. 

Nominal Capital 

The capital of a corporation as determined 
by the par value of its total authorized 
shares, as distinguished from the actual value 
of its net assets. The first is fixed by the 
certificate of incorporation; the second, as 
stated above. 

Nominal Exchange 
The rate of exchange based upon the mar- 

ket value of the Monetary Unit (q. v.) of 
the two trading countries, instead of the rate 

based upon the supply and demand of bills of 
exchange, 1. e., market rate. While nominal 
exchange is therefore synonymous with the 
Mint Par of Exchange (q. v.) whenever the 
trading countries are on a gold basis—a free 
gold market being maintained between them 
—it differs whenever the standard unit be- 
tween the two nations is a different metal 
(due to uneven market fluctuations), when 
the gold standard is suspended, or when gold 

is displaced by paper money. (See Gold 
Basis, Commercial Parities.) 

Nominal Par 

The face value of a bond or share of stock, 
as distinguished from its market value, etc. 

Nominal Price 

See Nominal Quotation. 
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Nominal Quotation 
A price quoted for a security which is 

not based upon an actual bid or offering 

price, or upon the last sale, but indicative of 
the probable price obtainable through bar- 
gaining. (See Bid and Asked Quotations. ) 

Nominal Rates 

See Posted Rates. 

Nominal Value 
Applied to securities this term means par 

or face value; applied to coins, it means face 
or denomination value, as distinguished from 
metal or bullion value. 

Non-Assented Securities 

Securities, the owners of which have not 
consented to some proposed change in their 

status. (See Assented Securities.) 

Non-Assessable Stock 

Stock, the owners of which cannot be le- 
gally called upon for additional payments in 
case of insolvency or otherwise. Stocks are 
technically non-assessable if they are fully 
paid when issued. In states which require 
stock to be issued only upon full payment in 
cash, stock sold for less than par is subject 

to assessment for the amount of the unpaid 

portion. Stocks of National banks, and of 
state banks and trust companies (in most 
states) carry double liability, but are not 
assessable beyond that amount. Otherwise, 

practically all stocks are mnon-assessable. 
(See Double Liability.) 

Non-Callable Bonds 
Bonds which by their terms cannot be re- 

tired before their obligatory maturity ; bonds 
which have no provision for Prior Redemp- 
tion (q. v.); bonds which have no optional 
maturity date. (See Callable Bonds.) 

Non-Clearing House Stocks 
Stocks not designated by the New York 

Stock Clearing Corporation to be cleared 
through that institution because of their inac- 

tivity. (See New York Stock Exchange 
Clearing House.) 

Non-Contingent Preference Stock 
An English title for what corresponds to 

cumulative preferred stock in this country. 

Non-Cumulative Dividends 

Dividends on non-cumulative preferred 
stock; dividends, which if not paid at the 
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regular fixed dividend period because earn- 
ings are not sufficient, are not in arrears, and 

there is no obligation on the part of the cor- 
poration to pay them at any subsequent period. 

For example, if a corporation cannot pay the 
dividends upon its 7 per cent. non-cumulative 
preferred stock in 1923, the stockholders lose 
their right to claim these dividends forever ; 
or, if dividends are paid at 4 per cent., the 
remainder is lost for all time. Non-cumula- 
tive dividends, of course, are the reverse of 
Cumulative Dividends (q. v.). 

Unless otherwise stated, all stock is non- 
cumulative. If the stock of a corporation is 
all of one class, however, nothing is to be 
gained by inserting the word non-cumulative, 
since dividends by their very nature are 
contingent upon earnings rather than fixed. 
Interest upon income bonds may be cumula- 
tive or mnon-cumulative. (See Preferred 
Stock.) 

Non-Member Banks 
Banks not members of the Federal Re- 

serve System. The term is also sometimes 
used to distinguish banks which are not mem- 
bers of a Clearing House Association. 

Non-Negotiable 
See Negotiable Instruments, Non-Negoti- 

able Instruments. . 

Non-Negotiable Instruments 
Instruments the title to which cannot be 

legally transferred. Any negotiable instru- 
ment may be made non-negotiable by stamp- 
ing or writing the words “Non-negotiable” 
across its face. A check is non-negotiable 
when the word “Pay” is substituted for “Pay 
to the order of.” Straight bills of lading and 
express receipts are not negotiable. Non-ne- 
gotiated items, however, can be assigned. 

(See Negotiable Instruments. ) 

Non-Negotiable Paper 
See Negotiable Paper. 

Non-Participating Preferred Stock 
See Preferred Stock. 

Non-Payment 
See Notarial Protest Certificates, Protest. 

Non-Stock Moneyed Corporation 
A savings bank, building and loan associa- 

tion, credit union, or related business engaged 
in some phase of banking and organized 
without shares of stock, the profits belong- 
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ing to the depositors. Non-stock banking 
corporations are also known as Mutual Asso- 
ciations, 

Non-Taxable Securities 
See Tax Exempt Securities. 

Non-Validating Stamp 
Banks which collect domestic drafts with 

bills of lading, warehouse receipts, or other 
documents attached, usually place a non-vali- 

dating stamp on the back of all accompany- 

ing drafts. The purpose of this practice is 
to protect the bank against liability, or being 
any way responsible for the character of the 
goods designated in the bill of lading or 

other instrument, accompanying the draft. 
The indorsement reads as follows: 

“This bank hereby notifies all concerned 
that it makes no representation or guar- 
anty, and assumes no responsibility as to 

the genuineness, regularity or validity of 
bills of lading and/or other documents 
attached to this draft, nor as to the char- 

acter, quantity, quality or condition of 
merchandise mentioned in said bills of 
lading and/or other documents, nor as to 
any contract made by the endorser of 
this draft, or by consignor.” 

No Par Value Stock 
Stock that has no designated par value. 

(See Without Par Value.) 

No Protest 

It is customary banking practice to pro- 
test all checks over $10 in amount when 
payment is refused unless instructions are 
given to the contrary. Most checks and 
some drafts and notes are accompanied by 
the instructions “No Protest’? when sent or 
deposited for collection. When this is de- 
sired it is the usual practice to attach a “No 
Protest” ticket to the item in order to indi- 

‘cate to the collecting bank or agent that it is 
not to be protested for non-payment. 

The reason for not protesting checks or 
other items of $10 or less, is that the ex- 
penses of protesting are not warranted, 

where the amount involved is so small. Mes- 
sengers assigned to collecting items carrying 
“No Protest” instructions should remove or 
erase them before presentation is made, in 
order to circumvent the possibility of non- 
payment. If the drawee is informed in ad- 
vance of payment that an item drawn on him 
is not to be protested, he might take advan- 
tage of the knowledge, and for technical rea- 
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sons refuse payment. (See Notarial Pro- 
test Certificate.) 

No Protest Ticket 

See No Protest. 

Normal Crops 
See Crop Reports. 

Nostro Accounts 
A term used among foreign exchange 

bookkeepers. A bank or other institution in 
this country having balances deposited with 
correspondent banks in foreign countries, re- 
fers to such accounts as ‘““Nostro Accounts” 
meaning “our accounts.” Nostro accounts 
are kept in foreign currencies, 7. e., the 
Money of Account (q. v.) of the country in 
which the funds are kept, with the equiva- 
lent dollar value noted in an adjacent column. 
(See Vostro Accounts. ) 

Not a Delivery 
See Good Delivery. 

Notarial Protest Certificate 
When a check, draft, or bill of exchange 

is dishonored, 7. e., payment or acceptance is 
refused, the holder should have it protested 
before a notary public. The notary public 
again presents it to the drawee, and if pay- 

ment is still refused a notarial protest certif- 
icate is prepared, together with a separate 
notice of protest to each of the indorsers. 

The notarial protest certificate is legal evi- 
dence of presentation and refusal to pay by 
the drawee or maker, and is a legal measure 
for the purpose of holding the indorsers 
liable on account of the item dishonored for 
payment by the maker. Such a certificate is 
legal evidence of presentation and refusal to 
pay, and makes unnecessary further proof 

in case of an action at law. The follow- 
ing is the form of a Notarial Protest Cer- 
tificate : 

UNITED STATES OF AMERICA 
STATE OF NEW YORK aie Me 
COUNTY OF NEW YORK 
Oh thes. LAY? FL heceusttse in the year 

Dar tdetedeees , at the request of the.................. 
Bank, of the City of New York, I, the 

subscriber, a Notary Public of the State 
of New York, duly commissioned and 
sworn, did present the original Check, 

Note, Draft or Bill of Exchange here- 
to annexed to (name of drawee or mak- 

er), in the City of New York, (being 
the place where the said Check, Note, 



434 ENCYCLOPEDIA OF BANKING AND FINANCE 

Draft or Bill of Exchange is payable) 
and demanded payment thereof, which 

was refused (reason for non-payment). 

Whereupon, I, the said Notary, at the 

request aforesaid, did Protest, and by 
these presents do publicly and solemn- 

ly Protest, as well against the Drawers 
and Indorsers of .said Check, Note, 
Draft or Bill of Exchange, as against all 

others whom it doth or may concern, for 
exchange, re-exchange and all costs, 
damages, and interest already incurred, 

and to be hereafter incurred for want 
of payment of said Check, Note, Draft 
or Bill of Exchange. 

IN testimony whereof, I have hereunto 
set my hand and affixed my seal at the 
City of New York, aforesaid. 

CARR O eee eee Ee eee EO EEE EEO HEHEHE EEE EOE E ESET EEEEEE HSER EE EEE TEED 

Notary Public 
For New York County 

(Seal) 

Indorsement on Notarial Protest Cer- 

tificate. 

Please give notice of the within pro- 
test to all parties to the annexed............ 

as soon as you receive this. 
(Notice to each party to the item) 

Date 

Please take notice that a (check, draft, 
note, or bill of exchange) made by 

BOO O eee E HOO EH EE HERE EEE E HEHE EO ESE EEED EE EE ESSE SHEE HOES SESE HHHEEEED 

EOL Rea ree eee enter te enya 

LATED asec yah ce os oe eh hae eee tees cette teres 

UNE ATELY oR Pere fe ea. x: AOR ne eel aes Ips MAAR) Urls ap 

made ) ; 
ea 3 ou is protested for 

endorsed ) ee : 
non-payment and that the holders look 
to you for the payment thereof. 

Your obedient servant, 

ERROR ORR eee HEHE EH ERE EEH EOE E HEHEHE EE EEEE OE HOES ESET ESET OSES OEE ED 

(See No Protest). 

Notary Public 
A person commissioned by a state and au- 

thorized to administer oaths, to take acknowl- 
edgments and depositions, and to protest 
negotiable instruments for non-payment or 

non-acceptance. The legal advantages of an 

instrument sworn to before a notary are: 

(1) admission into court as evidence without 
further proof of execution; (2) admissibility 

as a court record. 

Note 

A promise to pay as distinguished from an 

order to pay, such as a draft or check. 

Formally defined, a note is a written prom- 

ise of the maker to pay a certain sum of 

money to the person named as payee, on de- 

mand or at a fixed or determinable future 

date. The Federal Reserve Board defines a 

promissory note “as an unconditional promise, 

in writing, signed by the maker, to pay, in 

the United States, at a fixed or determinable 

future time, a sum certain in dollars to order 

or to bearer. (Regulation A, Series of 
1920, A, 4.) 

Consideration is always presumed to exist 
in the case of notes and bills of exchange un- 
less it can be positively shown that it does 
not. Notes may be issued by individuals, 
partnerships, corporations, institutions, and 
Governments. National bank notes, Federal 

Reserve notes, Federal Reserve bank notes, 

and United States notes, are forms of prom- 
ises to pay on demand without interest, and 
furnish a part of the circulating monetary 
medium. A note may be drawn without in- 
terest, but if drawn with interest with the 
rate omitted, the maximum legal rate of the 
state in which it is made, applies. 

One of the essential characteristics of 
notes is that they are ordinarily negotiable, 
1. é., title can be transferred from one person 
to another. Negotiation is achieved either 
(1) by delivery, 7. e., handing it from one 
person to another when the note is made pay- 
able “to bearer” or where the indorsement is 
“in blank”, or (2) by indorsement and de- 
livery when it is made payable “to order”. A 
note may be non-negotiable if the words 
“bearer” or “order” are omitted from its 
face. 

Notes should be presented for payment at 
the place named. If no place is indicated, 
presentment should be made at the maker’s 

usual place of business or residence during 
business hours. The note should be presented 
on the due date in order to hold the indors- 
ers (if any) liable, and in case of refusal 
to pay, protest should be made. The liability 

of the maker is in no wise voided by post- 
ponement of presentation beyond the due 
date, and the note may be protested for non- 
payment even if past due. Notes which have 
become lost or stolen are still collectible. 

Formerly three Days of Grace (q. v.) 
were allowed to persons obligated to pay 
notes, 7. ¢., three days beyond the indicated 
maturity date. Under the Negotiable Instru- 
ments Law (q. v.) this practice has been 
abolished in all the states so that an in- 

— 29 ee ee ee ee 
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strument matures on the date which it fixes. 
Classified by method of determining” ma- 
turity, notes are of two forms, payable upon 
a specified date, or at a certain number of 
days after date. The first is known as a 
“fixed date’, and the second as a “days after 
date” note. The first reads: “On July 1, 
1925, I (We) promise to pay’, etc., while the 
second reads: “Sixty days after date, I 

(We) promise to pay,” etc. In the second 
case the note must be “timed” in order to de- 
termine the maturity date, and in so timing, 
the exact number of days must be counted. 

For example, if a note is dated July 20, and 

runs for 60 days, it becomes due on September 
18. If that date happens to be a Sunday or 
holiday, then the note is due on the next bus- 
iness day. 
Banks frequently furnish customers blank 

forms for notes, and usually insist upon their 
own forms to evidence loans extended to 
their borrowers. The following is a form of 
a promissory note without collateral where 
the payee is a bank: 

New YOrit,s.e-..a.- LA nee 
ee months (days) after date for 

value received I (we) promise to pay to 
es ei acta deun sccavhnrdns Bank, or order, 
NE EIEN ccl dao, Cae isideeeevisoiasicenssivee Dollars, 
with interest 4at........ per centum per annum. 

It is further agreed that if the under- 
signed shall become insolvent or make a 
general assignment for the benefit of 
creditors, or file a voluntary petition in 
bankruptcy, or if a petition in bankruptcy 
shall be filed against the undersigned, or 
a receiver shall be appointed over the prop- 
erty or assets, or any thereof, of the un- 
dersigned, then this note and all other pre- 
sent or future demands of any and all kind 
against the undersigned, whether created 
directly or acquired by assignment, whether 
absolute or contingent, shall forthwith be 

due. 
ee tT SCTE Gaon geevsdesycnavasdbenoectivsccensee Bank. 

Preveeee error iets ee 

(Name of maker) 

A collateral note ordinarily has the same 
form as the regular promissory note (above 
illustrated), together with the following or 

its equivalent : 

The undersigned has deposited with said 
bank as collateral security for the payment 
of this and any and every liability or liabil- 
ities of the undersigned to the said bank 
direct or contingent, due or to become due, 

or which may hereafter be contracted or 

existing, the following property (here the 

specific collateral is described), together 

with all other securities in the possession 
of said bank belonging to the undersigned 

or in which the undersigned has an inter- 
est; hereby agreeing to deliver to said 
bank additional securities to its satisfaction, 

upon demand of said bank, also hereby giv- 
ing to said bank a lien for the amount of all 
said liabilities of the undersigned to said 
bank upon all property or securities which 
now are or may hereafter be pledged as 

collateral with said bank by the under- 
signed, or in the possession of said bank 
in which the undersigned has an interest, 
and, also upon any balance of the deposit 

account of the undersigned with said bank. 
On the non-performance of this promise, 
or upon the non-payment of any liabilities 
above mentioned, or upon the failure of 
the undersigned forthwith to furnish satis- 
factory additional securities on demand, at 
the option of said bank, this obligation 
shall become immediately due and payable, 
and then and in every such case full power 
and authority are hereby given to said 
bank to sell, assign and deliver the whole 
of said securities or any part thereof or 
any substitutes therefor or any additions 
thereto through any stock exchange or 
broker or at private sale, without either 
advertisement or notice, the same being 
hereby expressly waived or said bank it- 

self may purchase the same or any part 
thereof free from any right of redemption 
on the part of the undersigned, which is 
hereby expressly waived and released. In 
case of sale for any cause, after deducting 
all costs and expenses of every kind, said 
bank may apply the residue of the proceeds 
of such sale, as it shall deem proper, to- 
ward the payment of any one or more or 

all of the liabilities of the undersigned to 
said bank, whether due or not due, return- 
ing the overplus if any, to the undersigned, 
who agree to be and remain liable to said 

bank for any and every deficiency after 
application as ‘aforesaid, upon this and all 
other of said liabilities; the undersigned 
hereby authorizing the transfer or assign- 

ment of said securities and property to the 
purchaser thereof. 

And I hereby authorize any attorney-at-. 
law to appear in any court of record in the 

United States, after the above obligation 
becomes due and waive the issuing and 

service of process and confess a judgment 
against me in favor Of th€..............0008 Bank 
Sy Ein see EN , or any holder of this note, 

for the amount then appearing due to- 
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gether with the costs of suit, and there- 
upon to release all errors and waive all 
right of appeal and stay of execution. 

This term is sometimes applied to short- 

term bonds whether corporate or civil issues, 

and especially if unsecured, e. g., United 
States Victory Notes. (See General Loan 
and Collateral Agreement, Joint Note, Joint 

and Several Note, Negotiable Instruments, 
Negotiable Instruments Law, National Bank 

Note.) 

Note Brokers 

Dealers, or commercial paper houses, 

whose business it is to act as middlemen be- 
tween the issuers of commercial paper and 
banks, insurance companies, and private in- 
vestors, who furnish the market for their 

sale. Note brokerage firms are usually part- 

nerships having ample capital resources, capi- 
tal and valuable bank connections, to enable 

them to secure an adequate supply of funds 
to finance their transactions. Commercial 
paper borrowing is a means of raising funds 
temporarily for financing seasonal inventory 

requirements. Note brokers derive their 
profit by buying notes from the makers at 
one rate of interest and selling them at an- 

other, although much of the business is done 
on the basis of a commission of % of 1 per 
cent., which is charged the borrower. 

The paper marketed by note brokers is 

varied in character, and includes single name 
paper, double name trade paper, collateral 
notes and trade and bank acceptances. Fully 

one-half of the paper dealt in by note 
brokers is single name paper of well-known 
commercial houses. 
A large portion of the paper is sold upon 

a ten days’ option to give the proposed buyer 
an opportunity to investigate the standing 
of the maker. At the end of the option 
period it may be retained or returned. Note 
brokerage is a specialized machinery for fa- 
cilitating commercial borrowing by prime 
credit risks in the open market. (See Com- 
mercial Paper.) 

Note Liability 
The liability of a National bank for its out- 

standing circulating notes; also the liability 
of a Federal Reserve bank for its combined 

Federal Reserve notes and Federal Reserve 

bank notes. 

Notes Payable 
Aggregate of notes, acceptances, etc., held 

by others representing sums of money to be 
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paid at a future time, and constituting a lia- 
bility of a business. From an accounting 
point of view, the aggregate of notes con- 

tracted to be paid, also known as Bills Pay- 
able, and due to others. 

Notes Receivable 

Aggregate of notes held against others and 

constituting one of the assets of a business. 
From an accounting point of view, a con- 

rolling account in the general ledger, also 
known as Bills Receivable, to indicate the to- 

tal of notes, drafts, and acceptances due 
from trade customers. 

Note Teller 

Among small banks, an employee some- 

times also known as the third teller, who 

supervises the collection of notes and drafts 

at maturity and such demand items (checks 
and drafts) and special collection items, as 

are not drawn on members of the clearing 

house association and which must be col- 

lected by messenger. 

Among larger banks, the note teller’s de- 

partment is usually a miscellaneous depart- 

ment of the bank, since it not only supervises 

the collection of non-clearing house checks, 

but disposes of miscellaneous types of trans- 
actions not important enough to be depart- 

mentized, 

Note Tickler 

See Tickler. 

Notice of Dishonor 

See Notarial Protest Certificate. 

Notice of Intention 

In most states, incorporators desiring to 

organize a state bank must sign a Notice of 

Intention to organize, setting forth their 

names, title of the proposed corporation, 

amount of its capital stock, and location. 

This notice is filed with the state banking 

department, and a copy must be published in 
a newspaper in the city of intended location 
for a certain period in advance of obtaining 
the charter. Other banks in the location 
must also be served with a copy of such in- 
tention. The foregoing is the practice in 

New York State. | 

Notice of Protest 

See Notarial Protest Certificate. 
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Not Subject to Call 
A term used in connection with a bond or 

note which cannot be retired prior to the 
compulsory maturity. Such bonds or notes 
are usually designated non-callable. (See 
Callable Bonds, Non-Callable Bonds.) 

Not Sufficient Funds 

See Insufficient Funds. 

Numerical Transit System 
A system of abbreviations, devised by the 

clearing house section of the American 
Bankers Association, for the purpose of 
simplifying transit work, 7. e., to aid in the 
collection, identification, and tracing of 

checks, drafts, and notes, forwarded to out- 

of-town points for collection and credit. 
The purpose of the system is to save time 
and labor. Previous to the adoption of this 
system it was necessary to identify each 
check (or other item) listed on outgoing 

transit letters by writing thereon the name 
and location of the drawee bank. Under the 
numerical transit system numbers replace 
names. Every bank in the United States has 
a distinctive number, made up of two parts: 
(1) a prefix which designates the city or 
state in which the bank is located, and (2) 
a second figure which designates the individ- 
ual bank. Thus the transit number 1-8 in- 
dicates the National City Bank of New 
York; 2-3 the Continental and Commercial 
National Bank of Chicago; 50-22 the Na- 
tional Bank of Commerce of Rochester, New 
York; 53-137 the Holyoke National Bank 
of Holyoke, Massachusetts; and 56-1 the 
Northern National Bank of Toledo, Ohio. 

Numbers from one to forty-nine, inclusive, 

are used to designate central reserve and re- 

serve cities, each city being given a distinc- 

tive number to be used as a prefix in its nu- 
meral title. The clearing house numbers in 
each of these cities are used as the second 
figure of the transit number for each of the 
clearing house members of such cities, and 
additional numbers are provided for banks 
not clearing house members. Numbers from 
fifty to ninety-nine, inclusive, are used to 
designate states. State numbers are used as 

a prefix for numbering banks which are lo- 
cated outside the forty-nine cities already 
provided for. In numbering the reserve 
cities, Brooklyn is included with New York 
City; Kansas City, Kans., with Kansas City, 
Mo., and South Omaha with Omaha. Since 

there are fifty reserve cities two numbers 
were left unused, and were given to Buffalo 

and Memphis. 
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The numbers of the different cities and 

states are as follows: 

CITIES 

1. New York City. 
2. Chicago, III. 
3. Philadelphia, Pa. 
4. St. Louis, Mo. 
5. Boston, Mass. 
6. Cleveland, O. 
7. Baltimore, Md. 
8. Pittsburgh, Pa. 
9. Detroit, Mich. 

*- 10, Buffalo). No ¥; 

11. San Francisco, Cal. 
12. Milwaukee, Wis. 

13. Cincinnati, O. 
14. New Orleans, La. 

15. Washington, D. C. 
16. Los Angeles, Cal. 
17. Minneapolis, Minn. 
18. Kansas City, Mo. 
19. Seattle, Wash. 
20. Indianapolis, Ind. 

21. Louisville, Ky. 
22. St. Paul, Minn. 
23. Denver, Colo. 
24. Portland, Ore. 

25. Columbus, O. 
26. Memphis, Tenn. 
27. Omaha, Neb. 
28. Spokane, Wash. 
29. Albany, N. Y. 
30.San Antonio, Tex. 
JL. salt’ Lake » City, Utah 
32. Dallas, Tex. 

33. Des Moines, Ia. 

34. Tacoma, Wash. 
35. Houston, Tex. 
36. St. Joseph, Mo. 
37. Ft. Worth, Texas. 
38. Savannah, Ga. 
39. Oklahoma City, Okla. 
40. Wichita, Kans. 

41. Sioux City, Ida. 
42. Pueblo, Colo. 
43. Lincoln, Neb. 

44. Topeka, Kans. 
45. Dubuque, Ia. 
46. Galveston, Tex. 
47. Cedar Rapids, Ia. 
48. Waco, Tex. 

49. Muskogee, Okla. 

STATES 

50. New York 55. New Jersey 
51. Connecticut 56. Ohio 

52. Maine 57. Rhode Island 

53. Massachusetts 58. Vermont 
54. New Hampshire 59, 
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60. Pennsylvania 
61. Alabama 
62. Delaware 
‘63. Florida 
‘64. Georgia 
‘65. Maryland 
66. N. Carolina 
67. S. Carolina 
68. Virginia 
69. W. Virginia 
70. Illinois 
71. Indiana 
72. lowa 
73. Kentucky 
74. Michigan 
75. Minnesota 
76. Nebraska 

77.N. Dakota 
78. S. Dakota 
79. Wisconsin 
80. Missouri 

81. Arkansas 

82. Colorado 
83. Kansas 

84. Louisiana 
85. Mississippi 
86. Oklahoma 
87. Tennessee 

88. Texas 
89. 
90. California 
91. Arizona 
92. Idaho 
93. Montana 

ENCYCLOPEDIA OF BANKING AND FINANCE 

94. Nevada 97. Utah 
95. New Mexico 98. Washington 
96. Oregon 99. Wyoming 

For further details see “Key to the Nu- 
merical System of the American Bankers’ 
Association”, Rand-McNally Bankers’ Di- 
rectory. (See Transit Department). 

Numismatics 

The science which treats of coins and 

‘medals, especially rare and old coins of all 
nations. 

, Nuncupative Will 
See Will. 

EO 



Oats Pit 

See Pit. 

Obligation 
A general term for all classes of indebted- 

ness, the fundamental idea being that the 
debtor is bound to pay and that the creditor 
has legal power to compel payment. Fre- 
quently, when one business is absorbed by 
another, the latter is said to assume the 
former’s obligations. Bonds are frequently 

referred to in this country as obligations. In 
France, the term obligation is the equivalent 
of our bond. 

The revised statutes af the United States 
define obligation to mean “all bonds, certif- 
icates of indebtedness, national bank cur- 
rency, coupons, United States notes, Treasury 
notes, gold certificates, silver certificates, frac- 
tional notes, certificates of deposit, bills, 

checks or drafts for money, drawn by or upon 
authorized officers of the United States, 
stamps and other representatives of value, of 
whatever denomination, which have been or 

may be issued under any Act of Congress.” 
A direct obligation is an obligation of the 

original maker of a loan contract. For in- 
stance, a note is a direct obligation of the 
maker and an indirect obligation of the in- 
dorser. 
A general obligation is one in which the 

debtor’s relation to the creditor is the same 
as a general creditor’s relation to the debtor. 

In other words, a general obligation is an 
unsecured one, and subject to prior claims, 

e. g., preferential claims, (wages, taxes, me- 
chanics’ liens), and secured claims (mort- 
gages, mortgage bonds and notes payable 
secured by a specific pledge of collateral). 
The term general obligation as applied to 
municipal bonds indicates those which are a 
lien upon the revenues of the entire issuing 
jurisdiction, and not merely upon a part of 
the jurisdiction or of its revenues. 

Obligator 
Same as Obligor (q. v.). 

Obligatory Maturity 
The absolute, final, or compulsory maturity 

of a note or bond, as distinguished from the 
optional maturity or prior redemption date. 

O 

Bonds which by their terms may be retired 
at the option of the obligor before the obli- 
gatory maturity are known as _ callable, 
optional, or (less accurately) redeemable 
bonds. 

Obligee 
A creditor; one who can enforce payment 

of a debt, e. g., a note or bond holder. 

Obligor 
A debtor; a person, firm, or corporation 

which is bound to perform an obligation, 

such as payment of a note or bond. A cor- 
poration which has issued bonds is an obligor 
corporation.. The United States Government 
is obligor or the debtor organization in the 
case of United States Government bonds. 

Obsolete Securities 

Bonds which have matured and have been 

retired and cancelled; stocks or bonds of 

abandoned, or defunct corporations, or which 

have temporarily suspended operations with- 
out actually dissolving. 

BIBLIOGRAPHY 

R. M. SmytHE: Obsolete American Se- 

curities and Corporations, 1904. 

Ocean Bill of Lading 
See Bill of Lading. 

Odd Lot 
A term to designate a smaller unit of trade 

than the standard unit of trade, known as a 

board or full lot, which on the New York 
Stock Exchange is 100 shares of stock, or 
$1,000 par value in bonds. Any transaction 
involving from 1 to 99 shares is called an 
odd, fractional, or broken lot. Odd lot 
orders are executed by Odd Lot Brokers (q. 
Vide 

On the Consolidated Stock Exchange of 
New York, the standard unit of trade is ten 
shares. Sales of less than ten shares are odd 
lot transactions on this exchange. 

Odd Lot Brokers 

Members of the Stock Exchange, about 50 
in number, who specialize in executing or- 

ders in fractional or odd lots for regular 

commission brokers. The business of odd 

439 



440 ENCYCLOPEDIA OF BANKING AND FINANCE 

lot brokers is buying from or selling to com- 
mission brokers odd lots of stocks or bonds 
and then piecing these small lots into 100 
share certificates, or $1,000 par value in 
bonds, or in splitting up 100 share certifi- 

cates, etc. . 
Regular commission brokers do not trans-, 

act an odd lot business; instead, they turn 
over all odd lot orders to the odd lot brokers. 
Obviously, the outsider has no contact with 
the odd lot broker who executes orders only 

for regular commission brokers. Odd lot 
dealers classify stocks into two classes known 
as “eighth” stocks and “quarter” stocks. An 

odd lot order in an eighth stock at market 
is executed at 4% point from the next full lot 

sale, or if the client desires, at the bid or 
offered price. Orders in “quarter” stocks are 
executed at %4 point from the next full lot 
sale, or at 4% point from the bid or offer. The 
large majority of stocks are “eighth” stocks. 
The “quarter” stocks are either inactive 

stocks or those the price of which fluctuates 
so widely that the added % point is neces- 
sary to permit the broker to obtain a proper 
profit. Odd lot transactions cost 4% or % 
point more than full lot transactions, for the 
reason that the regular commission broker 
must pay the odd lot broker, as well as 
charging his own commission. 

Odd lot buying assumes large proportions 
and is estimated at from one-fourth to one- 
third of the total sales. 

Off 
A stock market expression indicating 

lower prices; prices below yesterday’s level. 
It also denotes “without,” e. g., “dividend 
off”? means “without dividend”. 

Offer 

This term has two meanings: 

(1) A bid; a price named at which one is 
willing to buy. 

(2) In Stock Exchange parlance, the 
term refers to the price at which one is will- 
ing to sell. Thus: “The stock is offered at 
35; the best bid is 30.” 

Offered Down 

An expression to indicate that sellers are 
offering a security (or commodity) for sale 
at a price lower than that of the last trans- 

action or latest quotation. 

Offered Firm 
The offer of a security (or commodity) at 

a specified price, the seller giving the pro- 

spective buyer a certain time for its accept- 

ance. Thus, a bond may be offered firm at 
95 and accrued interest, for three days. Of- 
fered firm differs from Offered Subject to 
Sale, or Offered Subject to Prior Sale, in 
that in the latter the offer is good only in 
case the securities are not previously sold to 
the other buyers. A dealer who offers se- 
curities subject to prior sale is not liable in 
case he refuses to sell to a party who bids 
for the offering after they have been sold 
elsewhere. 
When one makes a bid at a definite price 

to hold good for a certain time, it is known 
as a firm bid. 

Offering Book (List) 
A book or list maintained by a dealer in 

bonds, stocks, commercial paper, etc., which 
contains a description of each security offered 
for sale, the price included. (See Offering 
Sheet. ) 

Offerings 
A term to denote bonds, stocks, notes, 

commercial paper, etc., offered for sale to 
customers. 

Offering Sheet 
A list of securities offered for sale by an 

investment banker, or of commercial paper 
offered by a note broker. Large banks which 
offer participation loans to their bank cus- 
tomers also prepare offering sheets to show 

the names of loans in which they offer par- 
ticipations. In the investment business an 

offering sheet differs from a bond circular 
in that the former contains a brief descrip- 
tion of a number of issues, whereas the lat- 

ter gives a detailed description of a single 
issue. The offering sheet usually closes with 
a statement such as the following: We offer 
for subscription, subject to prior sale or al- 

lotment (such of these bonds as may not be 
taken up by others through the exercise of 

rights) when, as and if issued, and received 
by us, and subject to the approval of counsel. 
(See Bond Circular.) 

Office Paper 
Another name for finance bills. (See 

Finance Bill.) 

Officers 

See Bank Officers. 

Official List 

A short title for the full title, “The Stock 
Exchange Daily Official List”, which is the 



ENCYCLOPEDIA OF BANKING AND FINANCE 

London counterpart of the New York Stock 
Exchange List of security quotations. It is 
published twice daily with a weekly edition 
which is a summary of the week’s business. 

(See London Stock Exchange. ) 

Official Listing Notice 
A formal notice to a corporation which 

has applied to the Stock Exchange Commit- 
tee on Stock List for permission to list its 

securities on the stock exchange, that the 

application has been granted. 

Oil 
The principal fuel for internal combustion 

engines, Diesel engines, and an important 
fuel for steam engines. It is universally 
used as a lubricant. The value of oil prod- 
ucts is now greater than that of coal. 

Production of crude oil in the United 
States and imports from other countries 
since 1918, are given in the following table: 

Crude Oil Production and Imports in Bar- 
rels of 42 gallons each. 

(000 omitted) 
U. S. Production Imports 

MN Fate hcsdasassucdsocesiensenss 355,928 36,576 
RE RE Feder sureadtakcisconiicse 370,508 52,822 
aes cisrdasiccsesseasoreodenesty 439,647 106,175 
eM Iter ines deocntancrocsesuscnesseais 469,546 125,307 
BE aoductprect<esssenescsesneccsesas 551,197 124,340 
BET th tick sass sanknsasansaserercha *663,636 *73,576 

(*)11 months. 

The chief oil fields in the United States 
are Mid-Continent (Oklahoma), Pennsyl- 
vania, Gulf Coast, California, and Wyoming. 
(See Oil Securities.) 

BIBLIOGRAPHY 

J. E. Pocue: The Economics of Petroleum, 
1921. 

Oil Securities 
Stocks and bonds of oil producing and re- 

fining companies. The oil industry is be- 
coming less speculative, and is now one of 
the strongest organized groups of industry, 
dominated by relatively few powerful inter- 
ests. These companies are highly integrated, 
and normally control all stages of the indus- 
try from prospecting and drilling wells to 
marketing gasoline. A completely integrated 
oil company combines at least four essential 
divisions, viz., production, refining, transpor- 

tation, and distribution (in many cases con- 

trol of retail gasoline stations). 
In considering the purchase of oil securi- 

ties, the investor should distinguish between 
three groups, viz.: (1) undeveloped proper- 
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ties consisting of leases and option lands, 1. ¢., 
unproved territory; (2) properties which are 
producing but are not profitable, and (3) 
properties which are both producing and 
profitable. 

Oil securities embody many of the same 
characteristics as Mining Securities (q. v.). 

Old Lady of Threadneedle Street 
A nickname for the Bank of England (q. 

v.) the main entrance of which is on Thread- 
needle Street. 

Old Line Rails 

An expression used in reference to the 
stocks of the well-known standard railroad 
corporations of the United States which have 
a reputation for good management, as shown 
by the high standard of maintenance of their 
properties, conservative financing, large earn- 
ings and uninterrupted dividend record over 
a long period of years. 

On Account 

A part payment on the purchase price is a 
payment on account. 

On a Scale 
See Averaging, Scaling. 

One-Day Loan 
See Day Loans. 

One-Man Company 
A term used to describe a corporation 

which is dominated by one person, either by 
ownership of the majority of the stock, or 
by force of his personality and influence in 
the trade at large. Among credit men such 
a company is not considered as good a credit 
risk as one in which the control is more 
widely distributed, for the reason that the 
death of the one man in control may em- 
barrass the future of the concern by leaving 
it destitute of high grade managerial ability. 

One Name Paper 
See Single Name Paper. 

Open 
See Open Account, Open Credit, Opening, 

Open Market Purchases, Open Market 
Rates, Open Mortgage, Open Order. 

Open Account 
When purchases are made and charged to 

the buyer’s account without being evidenced 
by a note and for which monthly or other 
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periodical settlements are arranged, the buyer 
is said to be buying on open account and the 
seller extending open credit. Whenever open 
accounts are established there is, or should 
be, a definite promise of settlement, e. g., 
payment by the tenth of the succeeding 
month. 

Open book accounts, known also as Ac- 
counts Receivable, are not regarded as good 
assets as notes or bills receivable, since the 

latter are prima facie evidences of debt and 
open accounts are not. The amount of credit 
extended on open account is usually limited, 

the maximum being known as the line of 
credit. (See Assigned Book Accounts. ) 

Open Book Account 
See Open Account. 

Open Credit 
See Credit, Open Account. 

Open End Bonds 
Mortgage bonds, usually those of a rail- 

road company, in which the amount of bonds 
issuable under the mortgage is left indefi- 
nite, the mortgage permitting the subsequent 

issue of additional bonds up to a certain limit, 
usually based upon so many bonds per mile 
of line. Open end bonds are more familiarly 
known as open mortgage bonds and are to be 
distinguished from closed mortgage bonds. 
(See Closed Mortgage, Open Mortgage.) 

Opening 
A term which refers to the hour at which 

trading begins on an organized exchange. 
The opening of the New York Stock Ex- 
change is at 10 A. M. 

Opening Price 
The prices at which the first sale for the 

day of any security is made. Opening prices 
are usually quoted in the daily newspapers 
which publish stock quotations, together with 

the high, low, and close. 

Open Market 
A broad and freely competitive market; 

a market which is open to many buyers and 
sellers, and in which prices (whether com- 

modities, securities, or money rates) are de- 
termined by such competition. Most of the 
organized markets, e. g., New York Stock 

Exchange, are not open markets, since al- 

though trading is engaged in by many buyers 

and sellers and prices are determined by free 
competition, trading is limited to members of 
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the exchange. (See Market, Open Market 
Purchases. ) 

Open Market Operations 
See Open Market Purchases. 

Open Market Purchases 
As contemplated under section 14 of the 

Federal Reserve Act, open market operations 
of the Federal Reserve banks consist of the 
following: (1) purchase and sale of bills of 
exchange, trade and bankers’ acceptances, 
arising out of commercial transactions; (2) 
purchase and sale of warrants of any state, 
county, municipality, or district in continen- 

tal United States, having not more than six 
months to run, provided they are general 

obligations of the issuing jurisdiction, created 
in anticipation of tax collections or other as- 
sured revenues; (3) purchase and sale of 

cable transfers dealing in gold coin and bul- 
lion, and (4) establishment of open accounts 
abroad. 
The purposes of open market operations 

are five-fold: (1) employment of funds of 
Federal Reserve banks when rediscount fa- 
cilities are actively availed of; (2) to create 
a market for prime commercial paper with or 
without the member banks’ indorsements ; 
(3) to exercise some measure of control 
over interest rates; (4) to exercise some 
measure of control over foreign exchange 

rates and international gold movements, and 
(5) to increase the use of “dollar exchange’’ 
in world commerce, and to aid American 

banks in the financing of foreign trade. 
It must not be supposed, of course, that 

the open market is a particular location set 
aside for the transaction of business in prime 
commercial instruments. The open market 

consists of the Federal Reserve banks, com- 

mercial banks, brokers, acceptance and dis- 
count houses which, together with their cus- 
tomers, purchase and sell such paper as is 
eligible for open market operations, as de- 
fined by section 14 of the Federal Reserve 
Act, and Federal Reserve Board Regulation 
B. (See Federal Reserve Act—section 14, 
and Federal. Reserve Board Regulations— 
Regulation B.) 

Open Market Rates 
Money rates established for different classes 

of loans in the open market, as distinguished 

from the Federal Reserve rates of redis- 

count which are fixed by the various Federal 
Reserve banks with approval of the Federal 
Reserve Board. 
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Open market rates for paper which is eli- 
gible for open market operations of the Fed- 
eral Reserve banks are lower than for the re- 
discount rates of these institutions. This is 
also true of the central banks of Europe. (See 
Money Market, Open Market Purchases.) 

Open Mortgage 
One which does not exclude the possibility 

of incurring further debt thereunder, as dis- 
tinguished from a Closed Mortgage (q. v.). 
In an open mortgage, the maximum amount 
of debt in bonds or notes, authorized by its 
terms, has not yet been reached. (See Open 
End Bonds.) 

Open Order 
See Orders. 

Operating Company 
Any company which performs actual in- 

dustrial or merchandising operations; one 
that conducts business operations as distin- 
guished from a controlling or holding com- 
pany, which does not itself operate, but con- 
trols the policies of its subsidiary operating 
companies through stock ownership. Oper- 
ating companies are underlying or subsidiary 
companies, the majority of the stock of 
which presumably is owned by a Controlling 
Company (q. v.). 

Operating Expenses 
The costs of conducting business exclusive 

of what are designated as fixed charges. In 
an industrial concern, operating expenses in- 
clude manufacturing (factory) costs, selling 
and general administrative expenses, except 
taxes, insurance and interest on funded debt. 
In a merchandising concern operating ex- 
penses are determined in the same way ex- 
cept that the cost of merchandise sold is 
substituted for manufacturing costs. In a 
railroad or public utility corporation, operat- 
ing expenses consist of all expenses, except 
interest on bonds, rentals and taxes. The 
Interstate Commerce Commission defines 
railroad operating expenses to consist of five 
groups of costs: (1) maintenance of ways 
and structures; (2) maintenance of equip- 
ment; (3) conducting transportation; (4) 
traffic expenses; and (5) general expenses. 

Operating Ratio 
A term used especially in railroad finance 

to denote the ratio of operating expenses to 
gross revenue. Due to the fact that the 

ratio of bonds to stock differs widely 
among various railroad companies, thus cre- 
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ating wide differences in interest require- 
ments, it is impossible to fix an ideal operat- 
ing ratio applicable to all railroads. Broadly 
speaking, however, if a railroad is to show 
profits, and if fixed charges absorb 25 per 
cent. of gross revenues (which is normal), 
the operating ratio should not exceed 65 to 

70 per cent. 

Operators 
A term which refers to persons who specu- 

late more or less actively in securities, either 
for their own accounts or as agents for a 
principal. The term especially implies those 
who treat speculation professionally, and 
whose dealings have considerable influence 
upon price fluctuations. Pratt estimates that 
there are 75,000 persons who, on the average, 

continuously have speculative commitments 
in Wall Street securities.* 

Option 

A general term to denote the privilege of 
buying or selling, or a combination of buy- 
ing and selling specified securities or com- 
modities in given amount and price at the 
expiration of, or within a given period, the 
details being fixed by the execution of a con- 
tract. The most customary options are those 
to buy or sell securities, cotton, grain, com- 
mercial paper, foreign exchange, but option 
contracts may be made for almost anything. 
Rights under an option are sometimes suff- 
ciently valuable to command a premium. 
(See Puts and Calls.) 
On the New York Stock Exchange one 

of the methods of trading is by means of 
buyers’ and sellers’ options. (See Methods 
of Trading.) 

Optional Bonds 
Bonds which the obligor (issuer) retains 

the privilege of retiring at a date prior to 
the specified obligatory maturity, if it so 
elects. Thus, a bond may be due in 20 years, 
but according to its terms, subject to redemp- 
tion after five years. Such an optional bond 
is described at a 5/20. Optional bonds are 
synonymous with callable or redeemable 
bonds. (See Callable Bonds.) 

Option Day 
The day on which an option, e. g., a “put” 

or a “call” must be declared. 

Option Period 
The duration of an option as specified in 

the option contract during which the person 

* Work of Wall Street, page 72. 
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taking the option has the privilege of decid- 
ing whether or not he will buy or sell, as the 
case may be. Buyers’ and sellers’ options on 
the New York Stock Exchange may be not 
less than four, or more than sixty days. 
Note brokerage houses in offering commer- 
cial paper to banks on option usually allow 
ten days for deciding whether such paper 
will be purchased or not. 

Order Instruments 
See Pay to Order. 

Orders 

This term has two meanings: 
(1) Written instructions to pay money, 

such as checks, drafts, bills of exchange, 
money orders, etc. 

(2) Instructions to buy or sell securities 
(or commodities, e. g., cotton, wheat, etc.) 
to a broker. Orders may be classified from 
several different standpoints. They may be 
to buy or to sell and may originate by letter, 
telegram, telephone, or personal instructions. 

Orders may also be classified as to price 
and duration. Thus, limited orders name a 
specific price at which they are to be exe- 
cuted, while market orders are to be exe- 
cuted at the market in order to insure im- 
mediate execution. Such orders are exe- 
cuted at the most advantageous price prevail- 
ing in the market at the time they are given. 
As to duration, orders may be for the day 
only (not confirmed), open or good till can- 
celled (good till countermanded), more fa- 
miliarly known as G T C orders (con- 
firmed), and good this week orders (GTW). 

Orders may be cancelled at any time be- 
fore execution and customers are entitled to 
receive confirmation of all orders and can- 
cellation thereof, except day orders, as well 
as confirmation of executions. (See 
Matched Orders, Stop Orders.) 

Ordinary Receipts 
An accounting term of the United States 

Treasury Department which covers receipts 
from customs, internal revenue (including 
income tax), direct sales taxes, sales of 
public lands, and “miscellaneous”, but which 
does not include receipts from loans, pre- 
miums, or Treasury notes, or revenues of the 

Post Office Department. 

Ordinary Shares 
The English equivalent of common stock 

in America. But in England, ordinary 
shares are often divided into two classes, 
preferred shares and deferred shares. (See 
Deferred Shares, Preference Shares.) 
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Ore 

A money of Norway, Sweden, Iceland, and 
Denmark. (See Foreign Moneys—table 2.) 

Organization Certificate 
Another name for a bank charter. The 

execution of this instrument is one of the 
steps requisite to the organization of a bank. 

Organization certificate forms for National 
banks are furnished by the Comptroller of 
the Currency. When filled out they must 
state the name of the proposed bank, its lo- 

cation, capital, number of shares, and name, 
address, financial worth of and number of 
shares to be held by, each stockholder. The 
organization certificate must be executed in 
duplicate before a notary; one forwarded to 
the Comptroller of the Currency, the other 
retained by the bank. 

Organization of a Bank 
See Bank Organization. 

Original Bill 
Foreign checks and bills of exchange are 

issued in duplicate and designated either as 
original and duplicate, or as first and second 
of exchange. (See First of Exchange.) 

Out of Line 

An expression used by speculators and in- 
vestors in referring to particular securities, 
the prices of which are thought to be either 
above or below that warranted by the gen- 
eral level or average. For example, two 
stocks may bear the same dividend rate, have 
the same asset value, the same present and 
future earning power, and still command 
widely divergent prices on the market. One 
may be said to be out of line with the other, 
or with the general level of securities of like 
nature. 

Out-of-Town Check: 

A check drawn on a bank located in an- 
other place is an out-of-town item to the 
bank receiving it for credit to the account 
of the depositor. Out-of-town checks are 
collected through the Federal Reserve Check 
Collection System (q. v.), or through cor- 
respondent banks with whom arrangements 
have been made to act as collecting agents 

therefor. (See Transit Department.) 

Out-of-Town Clearings 
See Federal Reserve Check Collection 

System, Federal Reserve Interdistrict Col- 
lection System, Transit Department. 
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Out-of-Town Collections 

See Collection Items. 

Outside Broker 

One not belonging to the principal stock 
exchange in a particular location. Thus, in 
New York City an outside broker is one not 
a member of the New York Stock Exchange. 

Outside Market 

A term used to refer to transactions in se- 
curities or in money, taking place outside of 
the New York Stock Exchange. Originally 
it referred specifically to the New York 
Curb Market. 

Outsiders, 

“The general public’; the non-professional 
speculating element; speculators who are not 
in possession of the financial statements and 
other information regarding the corporations 
in the securities of which they deal in ad- 
vance of their publication, 7. ¢., in advance of 
being made available to the public. The 
outsiders also usually know nothing about 
the market’s Technical Position (q. v.). An 
outsider trades on the basis of external facts, 
Fundamental Conditions (q. v.), etc., rather 
than upon advance or “inside” information. 
(See Insider. ) 

Outside Securities 

Securities not listed or quoted on the 
principal exchange in the location, 1. e., 
traded on an outside market. Thus, in New 

York City securities not traded on the New 
York Stock Exchange are outside securities. 

Outstanding Bonds (Stocks) 
The aggregate of bonds (or stocks) which 

have actually been issued and sold, as distin- 
guished from the amount authorized. The 

maximum of stock which a corporation is 
authorized to issue is determined by the cer- 
tificate of incorporation. Bond issues are 
authorized among most corporations by a 
majority of the stockholders. (See Author- 
ized Bonds, Authorized Capital Stock.) 

Overbought 
The condition of a market when specula- 

tive buying has been heavy in spite of ad- 
vancing prices and which, because of the la- 

tent desire of speculators (the long interest) 
to take their profits, and the probable tem- 
porary elimination of the short interest, leaves 
it in a weak technical position, susceptible 
to declining prices through profit taking and 
probable renewed short selling. 
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Overcapitalization 
A condition which exists in a corporation 

when the value of its net assets is less than 
the par value of its shares. If shares were 

fully paid for when issued and property 
values subsequently kept intact, over-capital- 
ization would not occur. It has always 
been held among courts that capital stock 
should not exceed the market value of a 
corporation’s net assets, but among financiers 

and accountants, this principle is not re- 
garded as altogether sound or practicable. 
From the point of view of the latter, over- 
capitalization does not exist until and unless 

the capital stock outstanding is so great that 
the corporation is unable to earn a reasonable 

and ordinary return upon them. In other 
words, the test of proper capitalization is not 
asset value, but the earning power of the 
assets. 

Over-capitalization in the case of a rail- 
road or other public utility is likely to result 
in a receivership and reorganization by which 
a scaling down of securities bearing a fixed 
rate of interest must be effected. (See 
Watered Stock.) 

Over-Certification 

The practice of certifying a check by a 
bank for an amount greater than the balance 

credited to the account of the drawer. Over- 
certification was formerly a customary pro- 
ceeding among banks in New York City 
which specialized in furnishing call funds to 
stock exchange brokers. The practice is now 
prohibited with penalties by Section 5208 of 
the Revised Statutes (Federal Reserve Act 
amendment, September 26, 1918), which fol- 
lows: 

“It shall be unlawful for any officer, di- 
rector, agent, or employee of any Federal 
Reserve bank, or of any member bank as 

defined in the Act of December 23, 1913, 
known as the Federal Reserve Act, to 

certify any check drawn upon such Federal 
Reserve bank or member bank, unless the 

person, firm or corporation drawing the 
check has on deposit with such Federal Re- 
serve bank or member bank, at the times 

such check is certified, an amount of money 
not less than the amount specified in such 

check. Any check so certified by a duly 
authorized officer, director, agent, or em- 
ployee shall be a good and valid obligation 
against such Federal Reserve bank or mem- 
ber bank.” 

In effect over-certification is tantamount to 

a temporary loan and bridges the gap _ be- 
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tween the time a broker buys securities for 
- customers, and their delivery—when the col- 
lateral becomes available. The law against 
over-certification is technically evaded by the 
practice of granting so-called “day loans” or 
“morning loans’. (See Certifications, Day 

Loans. ) 

Overcertified 

See Over-Certification. 

Overcertify 
See Over-Certification. 

Overcheck 

To overdraw one’s account. 

drafts. ) 
(See Over- 

Over-Commitment 

To make contracts involving financial re- 

sponsibility in excess of the amount of one’s 
capital or credit; for example, to buy securi- 
ties on a thin margin; similar to Overexten- 
sion (q. v.). 

Overdrafts 

An account appearing upon the general 

ledger and financial statement of a bank to 
indicate the aggregate amount by which de- 
positors have overdrawn their accounts. 

From a bookkeeping standpoint, the over- 
draft occurs when a depositor overchecks, 
1. e., when not only the credit balance has 
been exhausted, but a debit balance created. 

Overdrafts are equivalent to unsecured 
loans which occur through the oversight of 

a customer, or through delay in deposit re- 
mittances. Since overdrafts appear as an 

asset to offset the amount by which deposi- 
tors’ accounts are increased, they obviously 
increase gross deposits. 

Under a ruling of the Comptroller of the 
Currency, overdrafts are forbidden among 
National banks. It is consequently a duty of 
ledger clerks to detect overdrafts and report 
checks which, if entered, would create over- 

drafts, to an officer for a decision as to 
whether the overdraft check should be paid. 
Most banks refuse to pay such checks, but 
frequently, as a matter of courtesy and serv- 
ice, the depositor is notified and given oppor- 
tunity to make good the deficit immediately. 
This “obviates the necessity of returning the 

check on account of insufficient or no funds 
and perhaps having it protested. In such 

cases, the check is temporarily held awaiting 

the action of the depositor, who is sent a no- 
tice as follows: 
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“Your account appears to be overdrawn 
This notice is sent in the regular 

course of business in order that the matter 
may receive your prompt attention in case 
the overdraft has been caused by a delayed 
deposit or remittance.” 

Overdraw 

To draw a check which more than ex- 

hausts one’s credit balance at a bank, thereby 

creating a debit balance. (See Overdrafts.) 

Overdue Bills (Notes) 
Bills or notes which have not been paid 

at maturity. When an indorsed note is not 
paid at maturity it should, unless it contains 
a waiver of protest, be protested in order to 

hold the indorsers liable. Bills or notes 
not paid at maturity are transferred from 
the Time Loans or Bills Discounted ac- 
counts which should contain only unmatured 
items, to an account entitled, Bills Dis- 
counted Overdue. For the disposition of 

bills long overdue, see Bad Debts. 

Overexpansion 
A term roughly equivalent to Inflation (q. 

v.). The construction of plant facilities and 
production of goods in excess of reasonable 
near-term requirements, and beyond the 
power of the consuming masses to absorb 
them. Such overexpansion is made possible 
only by an overextension of banking credit. 
(See Business Cycle.) 

Overextension 

From the point of view of a lender, credit 
is overextended when a line out of propor- 
tion to the risk’s capital rating, moral re- 
sponsibilitv, and business ability, is granted. 
From the point of view of a trader, overex- 

tension is a condition of having purchased 
securities or commodities in excess of an 
amount justified by his capital and borrowing 
power and which, in case of declining prices, 
is apt to lead to losses through inability to 
furnish proper margin, or otherwise through 

pressure by creditors. From the standpoint 
of business, the term refers to expansion of 
facilities and equipment beyond the imme- 
diate or prospective needs of the concern. 

Overextended Accounts 
From a_ broker’s standpoint, accounts. 

which are under-margined; from a banker’s. 

standpoint, loans which the borrower cannot 
pay at maturity, thereby requiring renewal. 
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Overissue 

An issue of stock or bonds by a corpora- 
tion in excess of the amount authorized. 
The purpose of a stock registrar is to pre- 
vent an overissue. (See Authorized Bonds, 
Authorized Capital Stock, Stock Registrar.) 

Overlying Mortgage 
A mortgage before which another or other 

mortgages have prior claim upon the com- 
pany’s property. An overlying mortgage is, 
therefore, not a first mortgage, and overlying 

bonds are junior lien bonds. Overlying 
mortgage is a term synonymous with junior 
mortgage, and an antonym of underlying 
mortgage (See Junior Mortgage.) 

Overnight Loan 
One which is to be paid off the following 

day. 

Overplus 
Practically equivalent to surplus, or bal- 

ance over all expenses. 

Overs and Shorts 

In banking practice, an account in which 
items that are either over (credits) or short 
(debits), producing a state of unbalance, are 
kept in suspense until they can be located and 
adjusted. The amount of overs and shorts, 

if any, is entered in daily department proofs, 
and later consolidated by the general book- 
keeping or auditing department. This de- 
partment, by having access to the details of 
all the transactions of the bank, is in a posi- 
tion to locate differences and adjust them. 

Oversold 

The condition of a market when selling, 
especially short selling, has been in heavy 
volume at declining prices, placing the mar- 
ket in a technical position to rally through 
the latent urgency of covering by the short 
interest. 

Overspeculation 
A condition existing when the aggregate 

of trading in securities or commodities on 
any exchange is in excess of that needed to 
furnish a ready market and to keep prices 
in harmony with actual values. 

Overstayed 
A term used to describe a trader who, hav- 

ing a paper profit (an unrealized profit), 
waits for a larger profit and then because of 
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a sudden decline in prices, the profit is re- 
duced or cancelled, or even converted into a 
loss. He is then said to have “overstayed” 
his market. 

Oversubscription 
When the aggregate of subscriptions con- 

tracting to buy an issue of securities offered 
to the public exceeds the amount of the issue, 
it is said to be oversubscribed. In such 
cases, subscriptions over $1,000 in bonds, or 
say 10 shares of stock, are usually reduced 
pro rata by the syndicate manager in order 
to equalize the subscriptions and the amount 
of the issue, and the larger subscriptions are 
frequently cut down by a greater percentage 
than the smaller. 

Over the Counter 

An expression which refers to the direct 
marketing of an issue of securities by the 
issuing corporation itself, without the inter- 
vention of an underwriting syndicate. It 
also refers to dealings in issues not listed on 
any stock exchange. Thus, bank stocks are 
usually dealt in over the counter. (See Un- 
listed Securities.) 

Over-trading 
Trading in securities or commodities on 

too small a margin, 1. e., buying an amount 
out of proportion to a given capital. To 
hold securities on too small a margin is as 
risky as buying unsound securities. 

Overturn 
A synonym for Turnover (q. v.). 

see Merchandise Turnover. 

Also 

Ownership Certificates 
The Federal Income Tax Law provides 

for taxing of interest upon nearly all classes 
of bonds. In order to insure the collection 
of taxes from this class of income, the 
Treasury Department requires, for its own 
information and investigation purposes, that 
Ownership Certificates be attached to all 
coupons except those detached from bonds 
issued by the United States, States or politi- 
cal subdivisions thereof, because these are 
either partially or wholly exempt from taxa- 
tion. 

The bonds of some corporations have been 
issued with tax-free covenant clauses in 
which the obligor company agrees to pay the 
normal tax up to 2 per cent. This expedient 
has been used to create a better investment 
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market for the issue because tax exemption is 
one of the important tests of an ideal invest- 
ment. The investor knows exactly what his 
income is from such a bond and is free from 
worry in calculating what tax is due. 
The certificates are forwarded to the Treas- 

ury Department by the obligor. The work 

of paying agents has been considerably in- 
creased by the Income Tax Law which re- 
quires the attaching of Ownership Certifi- 
cates to coupons, with the exceptions noted. 

Ownership Certificates are in three forms. 
A white certificate is provided for coupons 
from bonds of domestic organizations, the 
taxes on which are to be paid at the source. 
The yellow certificate is for coupons of do- 
mestic organizations, the taxes upon which 
are not to be paid at the source. The green 
certificate is for coupons or bonds of foreign 
countries and corporations, the taxes on 
which are not permitted to be paid at the 
source or to assume the normal tax. 

a 



Packing List 
A list accompanying a shipment of goods 

indicating the number of packages and their 

contents but omitting prices. (See Certifi- 
cate of Inspection. ) 

Paid Checks 

Same as Cancelled Checks (q. v.). 

Paid Credit 

A short title for the full title, “Paid Let- 
ter of Credit” Commercial letters of credit 
are paid in advance only in rare instances, 
but travelers’ letters of credit are usually 
paid for when issued. (See Letters of 
Credit, Traveler’s Letter of Credit.) 

Paid Up Capital 
That part of the subscribed capital stock 

which has been issued and paid for, the re- 
mainder being subject to call and representing 
uncalled capital. Federal Reserve bank 
stock, for example, must be subscribed for 
by member banks in amounts equal to 6 per 
cent. of the combined capital and surplus of 
the subscribing bank, but up to the present 
time only 50 per cent. of the amount sub- 
scribed has been called. (See Call.) 

Paid Up Shares (Stock) 
Same as Full-Paid Stock (q. v.). 

Panic 

A sudden, excited, unreasoning collapse of 
confidence in the ability of banks and credi- 

tors generally to meet their obligations. It 
is primarily a financial (rather than a busi- 

ness) phenomenon, and is immediately trace- 
able to a collapse in the credit structure, 
usually precipitated by the failure of a con- 
spicuous bank or business house, or a succes- 
sion of failures without previous 4varning. 
This operates as a signal that all banks may 
not be solvent, and “runs” on banks and de- 
mand for cash payments generally are likely 
to be inaugurated. Hence, banks are the 

storm centers of panics. 
Fundamentally, a panic is a_ reaction 

against stringent credit conditions, rising se- 
curity and commodity prices, difficult collec- 
tions, finally culminating in a “buyers’ strike.” 
It is anticipated by feverish industrial pro- 

es 

duction; rising price, wage, and _ interest 

levels; expanding bank loans and falling re- 
serves ; extreme prosperity ; overexpansion of 
plant facilities; and overextension of credit. 
During a panic business men strive to pro- 

tect their cash position and to maintain finan- 
cial solvency. There is plenty of goods and 
collateral but a shortage of currency, and 

creditors press their debtors for cash pay- 
ments. But collections are achieved only 
with great difficulty. For this reason, se- 
curities and commodities are thrown on the 
market for what they will bring in order to 
raise cash. A panic is usually of short dura- 
tion, and is followed by a period of liquida- 
tion and industrial depression. A panic 
should be distinguished from Crisis (q. v.), 
Depression (q. v.), and Liquidation (q. v.). 

Provision for Elastic Currency (q. v.) in 
the Federal Reserve Act appears to have 
solved the panic problem, and this country 
is now thought to be panic-proof. Through 
the rediscount process, additional currency 
can be created with discounted notes as se- 
curity, and as long as the gold reserve re- 
quirements are met, these notes can be in- 
jected into the circulating medium. It is 
significant that no panics have occurred since 
the Federal Reserve System has been estab- 
lished. Panics of greater or less intensity 
occurred in 1907, 1903, 1900, 1893, 1873, 1857, 
1846, 1837, and 1825. (See Business Cycle.) 

Paper 
A general term applied to all short-term 

evidences of debt not under seal, 7. e., nego- 
tiable instruments used in borrowing short- 
term funds, especially funds for commercial 
purposes. The following classes of paper 
are frequently referred to, viz.: Agricultural 
Paper (q. v.), Business Paper (q. v.),Com- 
mercial Paper, (q. v.), Commodity Paper, 
(q. v.), Corporation Paper, Mercantile 
Paper, and Trade Paper (aq. v.). 

Paper Basis 
A term used to indicate that a country does 

not employ (or no longer employs) the Gold 

Standard (q. v.), and that commodity prices 

and foreign exchange rates are based upon 

(usually) depreciated paper money. (See 

Paper Money.) 
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Paper Money 
Paper instruments, ¢. g., gold and silver 

certificates, and Government and bank notes 

which serve as substitutes for metallic money 

and form the principal part of the circula- 

tion media. For the principles underlying 
paper money issues, see Money. 

The advantages of paper money over me- 

tallic money are: (1) greater portability, 7. e., 

convenience in handling; (2) saving of loss 

from abrasion; (3) economy of time in 

counting and weighing (gold coins must be 

weighed to determine extent of abrasion) ; 

(4) greater security in case of loss or theft; 

(5) saving of interest for the amount by 
which paper money exceeds the metallic 

money kept in reserve for its redemption; 

(6) greater cleanliness, since paper money 

can be frequently reissued. 

For a description of different kinds of 

United States paper money, and legal tender 

and redemption qualities thereof, see United 

States Money. 

Paper Money Inflation 
The issue of paper money in quantities in 

excess of the value of the metallic or docu- 
mentary (Government bonds, commercial pa- 
per, etc.) reserve behind it. Wherever it is 
impossible for a Government to redeem its 
paper currency in standard money on de- 

mand, inflation exists. (See Inflation.) 

Paper Profits 
Unrealized profits; profits not yet taken; 

profits existing because of a rise in the mar- 
ket price of a security (or commodity) over 
its purchase price, or decline in the market 

price below the selling price, if sold short. 
For instance, if one hundred shares of United 

States steel have been bought at 80 and the 
price is currently quoted at 85, a paper profit 
of 5 points, or $500 has arisen, but the profit 
does not become certain until the stock has 
actually been sold and converted into cash. 

Par 

In the original sense, this term means state 
of equality, or 100 per cent., without pre- 
mium or discount. The par value of a share 

of stock is also known as its face or nominal 
value; the value imprinted or engraved on a 

bond or stock certificate, and in the case of a 

bond, the amount at which it will be re- 
deemed. (See Commercial Parties, Mint 
Par of Exchange, Par Value.) 
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Para 

A money of Serbia, Turkey, Egypt, and 
Montenegro. (See Foreign Moneys—table 
2.) 

Par Clearances 

Clearing house checks, 1. e., those passing 
through a local clearing house association 
are collected at par, no charge being made 
to the payee or indorser by the collecting 

bank (which receives the check for deposit), 
or to the drawer by the bank on which it is 
drawn. 

The term usually refers, however, to out- 

of-town collections. In this connection lay- 
men generally appear to be confused con- 
cerning the meaning of this term. The 
Federal Reserve Check Collection System 
provides for compulsory collection of out-of 
town checks among its members and clearing 
members at par. This refers, of course, 
to the fact that this system provides that all 
checks be accepted and remitted for by the 
drawee bank at par. It does not mean that 

a bank accepting an out-of-town check for 
deposit and credit may not make a charge. 
Such a charge, when made, however, is not 

a collection or exchange charge. It is an in- 
terest or discount charge. If a bank accepts 
for deposit and credit a check drawn on a 
bank located at a point five days away, the 
charge which the collecting bank makes is 
for the loss of interest incurred while the 
check is in the process of collection. The 
depositor is not entitled to draw against un- 
collected funds. He is entitled to interest 
on the amount from the day of deposit. The 
charge made by the collecting bank is exactly 
parallel to the charge made for discounting 
a note due in five days. (See Federal Re- 
serve Check Collection System, Federal Re- 
serve Interdistrict Collection System, Gold 
Settlement Fund.) 

Par Collection of Checks 

See Federal Reserve Check Collection Sys- 
tem, Federal Reserve Interdistrict Collection 

System, Gold Settlement Fund, Par Clear- 
ances. 

Parent Company 
A variant of the holding company; a cor- 

poration which owns sufficient stock in its 
underlying or subsidiary companies to insure 
their control. Control may also be rein- 
forced by leasing territorial or patent rights, 
or both. A parent company may at the same 
time be an operating company. The Pack- 
ard Motor Car Company is of this type, be- 
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ing a manufacturing company and at the 

same time controlling its subsidiary sales or- 
ganizations. The United States Steel corpor- 
ation is a parent company controlling its 
subsidiary operating companies, e. g., Carne- 

gie Steel Company, Illinois Steel Company, 
etc., but engaging in no industrial operations 

of its own. 
The income of a parent company is de- 

rived from dividends, interest, royalties, rents, 
and where it is also an operating company, 

from sales. (See Holding Company, Oper- 
ating Company.) 

Paris Bourse 

The Paris Stock Exchange, the full title 
of which is, “The Company of the Paris 
Bank, Exchange, Trade and_ Finance 
Brokers.” It is the most important conti- 
nental stock market, ranking, after London, 

as the largest international stock market of 
the world. It is a private monopoly, but is 
under Government control. The member- 
ship is limited to seventy (as against 7,000 
in London and 1,100 in New York), mem- 
berships having sold for as high as $400,000. 
The member brokers are appointed through 

and under the supervision, and finally become 
members of, the French Department of Fi- 
nance. They are not permitted to trade for 
their own account and consequently failures 
are very rare. 

The unit of trading is ten shares. Cash 
transactions are much more usual than mar- 
gin transactions, which occur infrequently as 
compared with stock speculation in America. 
Dealings also are confined more to capitalists 
and professional operators than in America. 
Settlements are made twice a month, simi- 
lar to the London Stock Exchange practice. 
The mid-month settlement lasts four days, 
and the end of the month settlement, five 

days. 

Parity 
Equivalence; a term derived from par, 

meaning the equivalent price for a certain 
security or currency quoted in one market 
reduced to another currency after making ad- 
justments for exchange rates, loss of inter- 
est and other factors. (See Arbitrage, Com- 
mercial Parities, London Equivalent.) 

Par List 

Among transit men, a term used to de- 

note the banks throughout the United States 
which accept and remit to presenting banks 
at out-of-town points for checks drawn upon 
themselves at par. Member banks of the 
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Federal Reserve System are automatically 
placed on the par list. Other banks which 

are willing to accept and remit for checks 

drawn upon themselves at par may be placed 
upon the par list and are known as clearing 

members. This entitles clearing member 
banks to the advantage of collecting out-of- 
town checks through the Federal Reserve 
Check Collection System, for which no 
charge is made. The Federal Reserve Board 
periodically publishes a list of the banks which 
constitute the par list. (See Federal Re- 
serve Check Collection System.) 

Par of Exchange 
See Mint Par of Exchange. 

Par Points 

Locations (cities and towns) which, with 
relation to another point, are considered 
within the par area of check collections. No 

charge need be made a depositor who depos- 
its for credit, checks drawn on banks located 

at par points. For any given location, the 
local clearing house association usually de- 
termines what points are par points by desig- 
nating the area within a certain radius as the 

par area, and the area beyond this boundary, 
as non-par area. In this way, bank members 
of the Clearing House, are governed by the 
same procedure, and standardized minimum 
exchange rates are fixed for all non-par 

points. Observances of clearing house rules 
fixing exchange charges, is required and pen- 
alties are provided for violations. For ex- 
ample, New York City clearing house banks 
regard all points in the following states as 
par points: Connecticut, Delaware, District 
of Columbia, Maine, Maryland, Massachu- 
setts, New Hampshire, New Jersey, New 
York, Pennsylvania, Rhode Island, Vermont, 
and the City of Richmond, Va. Checks re- 
ceived for deposit drawn on points outside 
this area are subject to exchange charges. 

(See Domestic Exchange.) 

Partial Payment 
Part payments are sometimes permitted 

to be made upon notes, the amounts being in- 
dorsed on the back of the instrument. They 
are also sometimes permitted on bills of ex- 

change, but are never permitted in the case 
of checks. 

Partial Payment Plan 
A sales plan, adopted especially by invest- 

ment and odd lot dealers, for permitting 
small investors to buy bonds and the more 
conservative classes of stocks, by means of 
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partial payments. The down payments, or 
initial deposits, are usually the same as con- 
servative margins required in margin buying. 

Monthly payments are then required until 
the full purchase price is paid. Interest is 
charged for the amount of the unpaid bal- 
ance. Some dealers permit one share to be 

bought on this plan, with an initial deposit 
as low as $10.00. 

The owner of a partial payment account 

may sell his securities in order to realize a 

profit which may have accrued on his se- 
curities, even though the balance is not yet 
paid. For this reason, the partial payment 
plan is closely akin to margin buying. In 
case of a sudden decline in the price of se- 
curities held, the broker is entitled to de- 
‘mand additional payments, though not yet 
due. (See Margin Buying.) 

Participant 
A party—bank, investment house, etc.— 

which is invited to become, and accepts 
membership in, a distributing syndicate or- 
ganized for the purpose of selling an issue 
of securities, or to which is given a share or 
partial interest in a loan granted by another 
bank. (See Participation Loans, Participa- 
tions. ) 

Participating Bonds 
Bonds, also known as dividend or profit- 

sharing bonds, which, in addition to bearing 

a minimum fixed rate of interest, are entitled 

to share in the excess profits of the issuing 

corporation. Participating bonds differ from 

Income Bonds (q. v.), in that while the mini- 

mum interest rate is fixed in the former, and 

is an enforcable obligation, the maximum. 
rate is fixed in the latter, but less being pay- 
able if the full amount is not earned, and no 

rate being enforceable if not earned. The 

additional return above the minimum fixed 

rate may be limited by a certain maximum 

rate based upon sales, net earnings, or price 

of the product sold, or else the participating 

bonds may share in the earnings ratably with, 

and as fully as, the common stock. 

Participating bonds are not common. Like 
Convertible Bonds (q. v.), they are invest- 
ments which combine relative safety with 
speculative attractiveness. They are some- 
times secured, oftentimes being collateral 
trust bonds, or mortgage certificates. 

Participating Preferred Stock 
See Preferred Stock. 
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Participation 
The portion or share of securities which 

is allotted each member of a distributing syn- 
dicate, known as a participant, by the syndi- 
cate managers when an issue of securities 

is floated by a syndicate. The amount of 
participation allotted each member depends 
upon the size of the bank or investment 
house, the size of the territory served, the 
ability of the member to dispose of previous 
allotments, etc. 

The interest of each member of a joint ac- 

count is also known as a participation. (See 
Joint Account, Syndicate. ) 

Participation Certificate 
See Participation Loans, 

Participation Loans 
Loans made by one bank in which another 

bank is given a part interest. This is a com- 
mon practice among many of the larger 
banks in the money centers, which maintain 
accounts with country banks, by which the 
latter are given an investment outlet for 

their surplus deposits in time and demand 
loans. This method of investing surplus 
deposits of bank correspondents is a con- 
venient one for the latter, since the loans can 

be made and terminated at their option and 
without inconvenience. Small correspondent 
banks use this method of investing tempo- 
rarily idle funds as a substitute for commer- 
cial paper. The correspondent bank usually 
allows the bank in which the deposits are 
kept to select the names of the paper in 
which the participation is granted. 

Care must be taken not to permit a partici- 
pation loan which exceeds the participant’s 
legal maximum loan to one borrower. Parti- 
cipation certificates, containing the details of 
the transaction, are issued to the participant, 
as evidence of the participation loan. 

The following is a typical form of partici- 
pation certificate : 

CERTIFIGATE: OF “PARTICIPATION 

issued by . 
Blank National Bank of New York 

has/allottedsiont cs cetes ness Bankiee ears 

INl” PAFEICIPALIOUlO tor. sssacteetgcasdusert. eteaee eterna 
if" OLED TOP ide tad aes sccnsealo ee ee ee 

Particular Average 
See Average. 
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Parties, (to an Instrument) 
The parties to a check are the drawer, 

payee, drawee, and indorsers; to a draft or 

bill of exchange, the drawer, drawee (called 

acceptor after he accepts it), payee (often 
the same party as the drawer), and in- 
dorsers; to a note, the maker, payee, and in- 

dorsers. (See Acceptor, Drawee, Drawer, 
Indorser, Maker, Payee.) 

Partnership 
A form of business organization in which 

two or more persons (no limit as to the num- 

ber in the United States) are associated for 
the purpose of carrying on business or pro- 
fessional activities for private pecuniary gain. 
It is a contractual relationship in which cap- 
ital and skill are contributed, and profits or 
losses divided on an agreed basis. As distin- 
guished from a corporation, no legal pro- 
ceedings in the way of a charter or franchise 
from the State are necessary. A partnership 
and its constituent members are not legally 
distinct. They are jointly and severally li- 
able for the debts contracted by the partner- 
ship and by one another. This form of 
organization is subject to unlimited liability, 
each member being personally liable for the 
debts of the partnership contracted by any 
other member thereof, and in case of insolv- 
ency, members are liable to the full extent 
of their property. A partnership is auto- 
matically dissolved by the death or incapa- 
city of one of its members. 

Par Value 

(1) Bonds. The par or face value of a 
bond is the amount at which the obligor (is- 
suing organization) contracts to redeem the 
bond at maturity. It is also the basis upon 
which the cash interest rate is computed. 
While bonds are usually issued at an interest 
rate sufficiently attractive to insure their sale 

approximately at par or at a slight discount, 
they afterward fluctuate in accordance with 

the trend of money rates and general busi- 
ness conditions and in the case of corporation 
bonds, with the earnings of the issuer. 
Whether a bond commands a premium or is 
at a discount, the nearer it approaches ma- 
turity the nearer the market value approxi- 

mates the par value, until at the date of 
maturity, it is worth precisely par, since that 
is its redemption value. In the United States, 
bonds are usually issued in denominations of 
$1,000, although $500 and $100 denomina- 
tions are not infrequent. $10,000, and even 

higher denominations occur in a few issues. 

(2) Stocks. The par or face value of 
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shares of stock is not uniform, although $100 
is by far the most common denomination. 
Shares may be given any specified par value, 
e. g., $50, $25, $10, and even smaller denomi- 
nations sometimes occur. In speculative en- 

terprises, such as in oil and mining industries, 
the par value of shares is usually small in 
order to attract a wider market than would 
be possible if shares were of higher denomi- 
nation. In many states, shares may be is- 

sued without par value. (See Denomination, 
Par, Without Par Value.) 

Pass a Dividend 

When a board of directors omits to de- 
clare a regular and expected dividend, it is 
said to pass the dividend. 

Pass Book 

A bank book; a book in which deposits, 

or deposits and withdrawals, are recorded. 
Pass books are provided both for commer- 

cial and savings accounts. In commercial 
checking accounts the pass book is merely a 
memorandum of deposits. It is neither a 
book of original entry nor a statement of ac- 
count. The Deposit Slip (q. v.) is the origi- 
nal entry and the important record from a 
legal point of view. The pass book is not a 
contract, as in the case of a savings bank 
pass book. Entries should not be considered 
as absolute receipts admissible as court rec- 
ords, but rather as acknowledgments of re- 
ceipts of deposits corresponding in amount 
to the footing of the accompanying deposit 
slips. It is not necessary to present a pass 
book when making deposits in a commercial 
checking account. It is only necessary to fill 
out a deposit slip, a duplicate being rendered, 
if desired. The acceptance of a deposit for 
absolute receipt and credit, except for cash, is 

usually conditional upon the collection and 
payment of such deposit. Deposits of checks, 
in other words, are subject to final payment 
and therefore to cancellation of credit for 
such portions as may be returned unpaid. 

In order that commercial depositors may 
understand the purpose of a pass book and 
the conditions under which deposits are ac- 
cepted, a notation should be imprinted in the 
fly-leaf book, such as the following: 

This pass book is issued for the con- 
venience of customers and is intended for 
a record of deposits only. It is not a book 
of original entry, nor a statement of ac- 

count. Statements of account will be ren- 
dered monthly. 

All items, other than money, are sub- 
ject to cancellation of credit if not paid on 
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presentation. It must be understood that 

the liability of the bank is limited to 
the observance of due diligence in selecting 
its immediate correspondents for the pre- 
sentation and collection of items in this 

city and elsewhere and that the indorse- 
ment, ‘Pay to any bank or banker”, or its 

equivalent, shall not exceed such liability, 

and this bank will not be responsible for 
loss of any kind due to the acts of negli- 

gence of such correspondents in the selec- 
tion of sub-agents for presentation and col- 
lection, etc., or for loss in or through the 

mails, or for any failure to present, de- 

mand or collect on any Saturday or holi- 

day. 

The status of a savings account pass book 
is legally very different from that issued for 
a checking account. In savings bank prac- 

tice, it is used as a voucher or receipt, both 

for money deposited and withdrawn. It must 
be presented whenever a deposit or with- 
drawal is made, and periodically for the 

credit of interest accumulated on the balance. 
It is also the evidence of the contract existing 

between the bank and the depositor. When- 
ever withdrawals are made the depositor is 
identified, not solely through the possession 
of the pass book, but in case he is not person- 

ally known to the teller, his signature is com- 
pared with that on record. Test questions 
may also be asked. Among illiterates, many 

savings banks use the finger-print method of 

identification. 
A savings bank pass book is not negotiable, 

but may be assigned for the purpose of ob- 
taining a loan, except where a bank pro- 
hibits assignments in its by-laws. (See Fin- 
ger-Print Identification, Savings Banks.) 

Past Due Bills 

See Overdue Bills. 

Pawn 

A pledge for the payment of a debt. In 
this country the term applies to the pledge 
of personal belongings—jewelry, furniture, 
clothing, musical instruments, etc.,—for a 
joan from a pawn broker who is licensed, 
and permitted to exact extra-legal rates of 
interest. A pawn broker requires the actual 
deposit of the articles pledged for the loan 
he provides, and is permitted to sell or other- 
wise dispose of articles pledged in case the 
loan is not paid at a specified maturity. In 
England, the term applies to the deposit of 
collateral as security for a bank loan, as dis- 

tinguished from hypothecation in which the 
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property itself is not deposited as security, 
but merely the evidence thereof, such as a 
mortgage, bill of lading, etc. 

Pawn Broker 

See Pawn. 

Payables 
A general term to include the combined ag- 

gregate of notes and accounts payable. 

Payable Through the Clearing House 
Some checks are stamped “Payable 

through the blank Clearing House,” 
“Through the blank Clearing House,” or 
similar expressions. Such checks cannot be 
presented at the drawee bank and cashed, 

but must be deposited for credit and in turn 
collected through the clearing house. 
Checks stamped in this way during the pan- 
ic of 1907 aided the banks in increasing the 
supply of money, since clearing house bal- 
ances were settled not by actual cash, but 
with clearing house loan certificates. These 
certificates passed as money between mem- 
bers only. 

Payable with Exchange 
See With Exchange. 

Pay Day 
Account or settlement day; the last day 

of the fortnightly settlement on the London 
Stock Exchange. (See Settlements. ) 

Payee 
The party (person, firm or corporation), 

in whose favor a check note, draft, or 

money order is made payable. In the case 
of a note, the payee is the party to whom 
the promise to pay is made. 

Payer 

The party (person, firm or corporation) 
upon whom payment devolves, as in the 
case of a check, draft, note, or bond. In the 

case of a check, the payer is the drawer; 

in the case of a draft, the drawee (acceptor 
after he accepts it); in the case of a note, 
the maker; and in the case of a bond, the 
obligor (issuer). 

Paying Bank 
The bank upon which a check is drawn 

(also known as the drawee bank), and 
which pays a check or draft to a collecting 

bank, or holder. 
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Paying Teller 
The first teller; the most important tel- 

ler of a bank. Although the paying teller 
is usually associated with the paying of 
cash against checks presented for payment, 
and the ‘custodianship of that part of the 
bank’s money stock necessary for counter 
use, his functions are considerably more 
comprehensive. 

The following outline shows the functions 

of the paying teller in detail: 

1. Paying out money—cashing checks, bank 
drafts, and matured coupons, etc., upon 

identification. 

2. Custodianship of money. 
a. Receiving 

(1) Shipments inward 

correspondent or 

banks. 

(2) From other banking depart- 
ments, é. g., receiving teller, 

collection department, etc. 
(3) From original Government 

sources : 
(a) Federal Reserve 

bank of district. 

from 

other 

(b} United States 
Treasury. 

(c) United States 
Assay Office. 

b. Counting, examining, strapping, and 
storing money. 

c. Redeeming worn and _ mutilated 
money at original sources. 

d. Detecting counterfeits and raised 

bills. 
e. Maintaining adequate supply of 

various kinds and denominations of 
money. 

3. Shipping money 
other banks. 
Certifying checks. 
Settling clearing house balances. 

. Making disbursements for petty 

penses. 

to correspondent and 

One S71. Le 

7. Disbursing payroll cash. 
8. Depositing excess cash with Federal Re- 

serve bank or other depository or depos- 
itories. 

9. Verifying signatures of principals of 
accounts. 

10. Verifying stop-payments. 
11. Proving daily work. 

Oftentimes the work of counting and in- 

specting money, and of certifying checks is 
so heavy that separate sections are cre- 
ated; but always under the supervision of the 

paying teller. (See Certifications. ) 

OF BANKING AND FINANCE 455 

BIBLIOGRAPHY 

G. G. Munn: The Paying Teller’s Depart- 
ment, 1922. 

Payment for Honor 
The payment of a check or bill of ex- 

change after it has been protested for non- 

payment by an outside party for the purpose 

of saving the honor of any person liable 
thereon. Such payment for honor should be 
attested by a notarial act of honor. The 

payer for honor is entitled to receive the bill 
and the notarial protest certificate upon which 
the notarial act of honor is appended. (See 
Negotiable Instruments Law, Article 15.) 

Payment Stopped 
See Stop Payment. 

Pay to Bearer 
A negotiable instrument, e. g., check, draft, 

note, made payable to “bearer,” ‘“‘cash,” or 
“currency” is payable to bearer, and title 
may be passed by delivery without indorse- 
ment. Instruments which are payable to 
bearer are known as Bearer Instruments 
(q. v.) and include all forms of money; 
checks, drafts, and notes made payable to 

bearer; coupon or bearer bonds; and cou- 

pons detached from bonds. (See Negotiable 

Instruments Law, Art. 2, section 28.) 

Pay to Order 
A negotiable instrument which is made 

payable to order, and which can be nego- 
tiated only by indorsement and delivery. A 
check written “Pay to the order of John 
Doe” or “Pay to John Doe or order” is an 
order instrument, and must be indorsed by 

John Doe before any other person can hold 
legal title to it. (See Negotiable Instru- 
ments Law, Art. 2, section 27; Negotia- 
tion. ) 

Pegged 
See Pegged Prices. 

Pegged Prices 
The price of a security is pegged when 

it is not permitted by those in control, to 
advance above or decline below, a certain 

fixed point. The market, as a whole, is 

pegged when prices remain stationary with- 
out moving perceptibly in one direction or 
the other. 

Pence 

The plural of Penny (q. v.). 
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Penni 

A Finnish coin. (See Foreign Moneys— 

table 2.) 

Penny 
A name given to an English bronze coin 

equal to 1-12 of a shilling, and approximately 
equal to 2 cents in United States money. The 
name is also given to the 1-cent piece in this 

country. (See English Money Table, For- 

eign Moneys—table 2.) 

Penny Stocks 
An expression sometimes used to denote 

stocks selling for less than $1.00, and quoted 

in cents. 

Per Capita Circulation 
See Circulation of Money. 

Per Capita Debt 
See National Debt. 

Per Capita Income 
See National Income. 

Per Capita Wealth 
See National Wealth. 

Percent, Percentum, Percentage 
Interest rates, dividend rates and statis- 

tical comparisons are expressed by means 

of percentages, meaning hundredths. Thus, 
6 per cent. interest on $100 for a year is 
$6.00, or 6-100. A 6 per cent. dividend on 
a share of stock of $100 par value is $6.00; 

$50 par value, $3.00; $25 par value, $1.50. 

Period of Distribution 

See Distribution. 

Permanent Assets 
Same as fixed or capital assets. (See 

Fixed Assets.) 

Permanent Certificate 

See Definitive Bond. 

Permanent Investments 

Real estate, stocks, bonds, etc., purchased 

with the intention of holding indefinitely 
(in the case of bonds, until maturity), for 

the sole purpose of deriving an income 

therefrom and without the intention of 
trading therein. Thus, bonds held by in- 
surance companies or savings banks are re- 

garded as permanent investments, whereas 

bonds held by an investment house are trad- 
ing assets. 

Perper 
A money of Montenegro. (See Foreign 

-Moneys. ) 

Perpetual Annuity 
See Annuity. 

Perpetual Bond 
A bond which has no prescribed ma- 

turity date. Some of the so-called per- 
petual issues have provision for optional re- 
demption after a specified time, either at 
par, or a slight premium. British Consols 
have no maturity date, but are redeemable 
after 1923. Other foreign Government 
bonds and a few American corporation is- 
sues are of this class, but they are not pop- 
ular investments. The West Shore Rail- 
road’s First 4’s, due January 1, 2361, are 

perpetual bonds for all practical purposes. 
Such bonds are desirable institutional in- 
vestments. 

Perpetual bonds, in reality, are a contra- 

diction in terms since by definition, a bond 
is a promise to pay both principal and in- 
terest on stipulated future dates. They are 
also known as Indeterminate Bonds (q. v.) 
and sometimes, but not properly, as 
Irredeemable Bonds (q. v.) 

Per Pro 

See Per Procuration. 

Per Procuration 

A signature given by an agent who has 
limited authority to sign for, or in behalf 
of, his principal. The authority may be 
given verbally, by power of attorney, or by 
other written evidence. Banks and trust 
companies frequently empower certain clerks 
to sign in this manner, especially where 
official signatures are required in volume, 

as for instance in the stock registrar and 
transfer agent business. 
A per pro signature operates as a notice 

that the agent’s authority to*sign is lim- 
ited and that the principal is liable only 
if the agent acts within the limit of his 
authority. For this reason, persons accept- 
ing per pro signatures should ascertain the 
extent of the agent’s authority in order to 
insure against the possibility of the agent ex- 
ceeding such authority. The recipient of 
Per Pro signatures is entitled to a statement 

= a os 
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of authority for such signatures. A Per 
Pro signature may read either: 

The Blank Bank 

Per Pro John Doe 
or 

Per Pro Blank Bank 

John Doe 

The term is abbreviated Per Pro, and p.p. 

Personal Check 

A check drawn by an individual as dis- 
tinguished from one drawn by a partner- 
ship, corporation, or bank. 

Personal Credit 

Credit given to an individual, or to which 
an individual is entitled, as distinguished 
from that given a corporation, or partner- 
ship. (See Credit, Personal Security.) 

Personal Estate 
See Personal Property. 

Personal Loan Broker 

According to the New York State banking 
law a personal loan broker is: “Any indi- 
vidual, who, by himself, or as a member of a 
partnership or unincorporated association, is 
authorized by the superintendent of banks 
to engage in the business of making small 
loans to needy borrowers, not exceeding $200 

to any individual at any one time at inter- 
est exceeding the rate of six per cent. per 
annum pursuant to the provisions of the 
law. The term ‘Personal Loan Broker,’ 
when so used, includes any partnership or 
unincorporated association of personal loan 
brokers.” 

Personal Loan Company 
According to the New York State bank- 

ing law a personal loan company is: “Any 
corporation organized under the New York 
banking law and authorized by the super- 
intendent of banks to engage in the business 
of making small loans to needy borrowers 
not exceeding $200 to any individual at one 
time at interest exceeding the rate of 6 
per cent. per annum.” 

Personal Property 
Legally, all property can be divided into 

two classes; personal property (personalty ) 
real property (realty.) Personal property 
consists of all moveable goods or possessions, 
é. g., money, securities, accounts receivable, 
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merchandise, furniture, live stock, harvested 
crops, etc. 

Personal property is bequeathed, the bene- 
ficiary being known as the legatee; whereas 
real property is devised, the beneficiary be- 
ing known as the devisee. (See Chattels, 
Real Property. ) 

Personal Security 
There are two general classes of security, 

personal and collateral. When a loan is 
made upon personal security, the note which 
evidences the debt is signed, not only by the 
maker, but also by another person having 

financial responsibility acting as indorser, 
surety, or guarantor. There is no implica- 
tion that personal security is based upon the 
moral risk alone. The financial worth and 
capacity of the guarantor are also taken into 
consideration. In personal security, however, 
there is no specific pledge of collateral 

(See Collateral, Guaranty. ) 

Personal Trust 

See Living Trust, Trusts. 

Personalty 
See Personal Property. 

Personnel Department 
A department organized among the larger 

banks to co-ordinate the problems arising 
from securing an adequate supply and train- 
ing of the clerical forces. The scope of the 
department may be indicated by the follow- 
ing outline of activities: 

1. Engaging new employees, receiving 
applications and interviewing candi- 
dates for employment, and eliminating 
undesirable material. 

Records: Application form, References 

form, Correspondence relating to 
employment, Fidelity insurance ap- 

plications. 
Transferring employees. 
Answering iuquiries concerning for- 
mer employees. 

4. Training employees—general 
banking education. 

5. Attending to discharges and employ- 
ees. 

6. Making salary adjustments. 
7. Preparing personal history 

showing :— 

a. Name and address. 
b. Marital condition. 
c. Age. 
d. Telephone number. 

“N 
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Antecedent educational history. 
Antecedent history. 

Date of entry. 
Initial salary. 
Department originally assigned to. 
Occupation in that department. 
Record of department transfers. 

Record of salary revisions with 
dates. 

m. Record of resignation or dis- 
charge with dates and reason. 

8. Rating employees in degree of effici- 
ency. 

9. Preparing turnover and other statis- 
tics regarding the working force. 

10. Making job analysis. 
11. Promoting healthful 

ployee relations. 
12. Conducting the house organ. 

ro Passi te ee arr eD 

employer-em- 

Peseta 
See Foreign Moneys—Spain. 

Peso 

See Foreign Moneys—Argentina, Chile 
Colombia, Cuba, Guatemala, Honduras, Mex- 

ico, Panama, Paraguay, Philippines, Uru- 
guay. 

Petroleum 

See Oil. 

Petty Cash Fund 
A fund from which is disbursed cash in 

payment of petty expenses, e. g., telegrams, 

postage, carfare, taxicab hire, small sup- 
plies, etc. Vouchers are kept for each dis- 
bursement and periodically petty expenses 
are analyzed and charged to various ex- 
pense accounts. In the meantime they are 
held as a part of petty cash. 

Pfennig 
A German money. 

—table 2.) 
(See Foreign Moneys 

Philadelphia Plan 
See Equipment Trust. 

Piastre 

A money of Egypt, French Indo-China, 
India, and Turkey. (See Foreign Moneys— 

tables 1 and 2.) 

Pice 
A money of India. 

—table 2.) 
(See Foreign Moneys 
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Pie 
A money of India. 

—table 2.) 

Pinch 

An expression sometimes used to indicate a 
sudden advance in prices. An advance 
in money rates would be called a money 
pinch or squeeze. If security prices sud- 

denly advance when there is a large short 
interest in the market, the shorts are said to 
be pinched. (See Squeeze.) 

Pit 

A name given to the active center of trad- 
ing in a produce exchange. In the Chicago 

Board of Trade four pits are located on the 
trading floor, one each for wheat, corn, oats, 
and provisions. These are the points at which 
traders transact their business. Structurally, 

a pit consists of a series of concentric 
steps arranged in the configuration of an 

octagon, leading up from the outside and 
down to the center. This arrangement per- 
mits traders to communicate with each other 
in the minimum of space. The term pit is 
synonymous with market, except that only 
one commodity is dealt in at a single pit. 
A pit in a produce exchange corresponds to 
a Post (q. v.) on a stock exchange. 

Pit traders on the Chicago Board of Trade 
are broker members who trade for their own 

accounts. They correspond to room traders 
on the New York Stock Exchange. 

Pittman Act 

An Act passed April 23, 1918, designed to 
aid in the stabilization of the currencies of 
China and India where a shortage of sil- 
ver increased the world price of this com- 
modity to the highest level in the recent 
years. The Act provided for the release 

of approximately 208 million standard sil- 
ver dollars held in the Treasury as collateral 
for silver certificates. The silver purchas- 
ing provisions of this Act (effective June 
1, 1920) provided for the replacement of 
this silver, and the United States mint was 
required to purchase the entire domestic 
silver output at a price of $1 an ounce until 
the entire amount should be replaced. Pur- 
chases under the Pittman Act ceased about 
July, 1923. American silver producers bene- 
fitted under the terms of this Act, since the 
mint paid $1 an ounce against an average 

world market price during 1921 of 63 cents, 

and during 1922, of 67 cents. 

Pit Traders 
See Pit. 

(See Foreign Moneys 
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Plain Bonds 

Debentures; unsecured bonds; certificates 

of debt. 

Pledge 

When collateral, ¢. g., stocks, bonds, etc., 
is delivered to a bank as security for a loan, 
the delivery constitutes a pledge for the pay- 
ment of a debt. A pledge implies a relin- 

quishment of the property of the borrower 
and the transfer of its custody to the lender. 
The property pledged must be in negotiable 
form in order to permit the lending bank 
to assign it in case of the failure of the 
borower to redeem his note. (See Collateral, 
Hypothecation, Pawn.) 

Pledgee 
The party to whom a pledge is made, 7. ¢., 

to whom securities or other assignable prop- 
erty is pledged as security for payment of a 
loan. (See Pledge.) 

Pledgor 
One who pledges or hypothecates securities 

or other property as security for the payment 

of a loan. (See Pledge.) 

Plum 

An expression indicating that a company 

has earned or is disbursing extraordinary 
profits in the form of an extra cash, or stock 
dividend; in other words, a Melon (q. v.). 

Plunge 
An expression which denotes reckless spec- 

ulation on a large scale. A plunger is one 
who takes enormous risks in the expectation 
of correspondingly large gains. 

Plunger 
See Plunge. 

Point 

The unit in which fluctuations in quotations 
and by which gains and losses are expressed 
in stocks, bonds, or commodities. On the 
stock exchange a point is $1.00, although the 
smallest quotation unit is 4% of a point, 12% 
cents for stocks and $1.25 for bonds (except 
Liberty Bonds.) 

In cotton, sugar, and coffee trading, a point 
is equal to 1/100 of a cent per pound, which 
is also the smallest quotation unit. Thus, 
a fluctuation of 25 points would be % of a 
cent per pound in these commodities. 
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Pool 

This term has two meanings: 

(1) A combination of persons—brokers, 
professional traders, or other interests—who 

organize for the purpose of exploiting a cer- 

tain stock or stocks. A. W. Atwood defines 
a pool to be: “A number of persons uniting 
or joining their interests for the purpose of 
buying or selling and thus increasing or de- 
pressing the price of one or more securities 

or commodities.’’* 

There is a definite prearranged agreement 
to divide the loss or gain among the members 
and which gives the manager of the pool sole 
power to conduct its operations. While the 
pool agreement is in force, its members agree 
not to trade individually in the security or 
commodity being exploited. In other words, 
a pool is a joint venture or temporary associ- 

ation of speculators. In order to be success- 
ful, the pool must have organization, capital, 
knowledge of fundamental conditions, and be 
able to distribute its holdings to the public at 
a higher price than that at which they were 
accumulated. 

Pools are the most usual, but least objec- 
tional, form of manipulation, and it may be 
said in their favor that combinations in pur- 

chases and sales are not limited to the stock 
market, but occur in other lines of business. 

Furthermore they are by no means always 

successful. Pools are constantly working in 
the market, especially when it is active. It 
soon becomes apparent when a pool is work- 
ing, so that it is not impossible for observing 
outsiders to take advantage of its operations, 
which, if carried too far, are likely to defeat 
its purpose and result in a loss for its mem- 
bers. The terms clique, syndicate, and ring 

are sometimes used with much the same sig- 
nificance as pool. 

Different speculative pools are given special 
names in accordance with the type of agree- 
ment entered into among its members. Thus, 
there are inside pools, blind pools, bobcat 

pools, etc. 
(2) A type of combination among large 

industries and especially railroads. Railroads 
began to organize themselves in traffic pools 
as early as 1860. The traffic pool provided 
for a combination of business among the rail- 
roads entering it. Arrangements were made 
whereby each railroad was allocated that 
proportion of the total traffic originating at 
any competitive point which represented the 
percentage it would have carried under nor- 
mal competitive conditions. In short, a defi- 

nite percentage was determined upon and 

* The Exchanges and Speculation, p. 258. 
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guaranteed to each carrier. Due to difficul- 

ties of apportionment, the traffic pool was 
abandoned for the money pool which was in 
full operation by 1870, at which time practi- 
cally all railroads were in some kind of a 

pool. In the money pool, instead of appor- 
tioning actual tonnage among the railroads, 

according to some prearranged percentage, 
gross receipts from traffic were pooled and 

apportioned on a pre-determined percentage 
basis. Deposits of money were required to 
secure a pledge of good faith to the pool 
agreement. Pools were prohibited by the In- 

terstate Commerce Act of 1887. 

Porphyry 

The name given to any compound rock or 

ore, but in finance, applied particularly to a 
copper mine containing ore reserves, but ore 
of comparatively low grade. By extension, 

the term is used to refer.to a copper company, 
or to that group of copper companies, which 
extract copper from low grade copper ores, as 

distinguished from the companies engaged in 

developing mines containing native copper, or 

ore with a high copper content. The por- 

phyry copper companies are also known as the 
high cost producers, due to the fact that the 
cost of developing low grade ores is greater 

than that of developing high grade ores. 

Position 

A term used with reference to future con- 
tracts, based on the names of the month in 
which such contracts mature, 7. ¢., delivery 
becomes due. In all of the future markets, 
é. g., grain, cotton, sugar, coffee, etc., con- 

tracts for delivery at some future date, usu- 
ally designated by months, are bought and 
sold. For example, a contract which matures 
next December, is known as a December 

position. 

Position Sheet 

A name given to an accounting summary 
designed to show the commitments of a bank 
or foreign exchange house in foreign cur- 
rencies. A position sheet is usually prepared 
daily to show exactly the bank’s position 
with regard to its foreign balances, and the 

total amount for which it is committed, both 
on spot and future contracts. In reality, it 

is a summary of the foreign exchange 
ledgers, and shows whether the bank is long 
or short of each foreign currency. If a 
bank is long in its sterling position, the ag- 
gregate of its sterling accounts with cor- 
respondents abroad will show a net credit 

balance on the latters’ books. A bank is short 
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of sterling when the opposite condition is 
true, 7. e., when the aggregate of sterling 

accounts with correspondents abroad shows 
a net debit balance on the latters’ books. 
Thus, a bank is short of sterling when it has 
as yet only exhausted available sterling bal- 
ances against which it can sell sterling 
drafts, but has overdrawn such accounts, 
leaving a net debit balance which must be 
made good. To “even up” accounts it will 
be necessary for the bank to “cover,” that is, 
to purchase sterling. 

In determining the position for each day, 
future contracts are considered, as well as 
spot. The position sheet shows the average 
cost and current market rate of all com- 
mitments and approximately shows the bank’s 
daily profit or loss in each foreign currency. 
On the following page will be found a 
typical form of position sheet. 

Post 

A point or position on the floor of a stock 
exchange at which certain groups of stocks 
are bought and sold, so called because a post 
which indicates what stocks are traded in is 
erected at that point. There is a particular 
post for certain stocks and brokers interested 
in specified stocks must transact business at 
the designated post. Bonds also are traded 
in at specially designated posts. Posts in a 
stock exchange correspond to pits in the 
Chicago Board of Trade, or other produce 
exchange. 

Postal Money Order 
See Money Orders. 

Postal Savings Banks 
Savings banks organized as a part of the 

United States post office, by which savings 
are accepted from individuals up to $2,500, 
and which may be withdrawn without notice 
at any time. The purpose of postal savings 
banks primarily is to receive deposits of 
money from foreigners and other persons 

who may lack faith in the regular constituted 
banks owned and managed by private capital. 

Postal savings banks are, therefore, conces- 

sions to those who do not trust banks, and 

perform a useful service by attracting de- 
posits for use in productive pursuits that 
otherwise would be hoarded. 

The following regulations regarding postal 

savings have been issued* by the post office : 
Purpose: The United States Government 

accepts interest-bearing postal savings depos- 

- *July, 1920. 
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SUMMARIZED POSITION SHEET 

SHOWING ToTaAL CoMMITMENTS FoR Spot (CABLES, CHECKS, ETC.) AND Future DELIVERY 

FOREIGN CURRENCY Cost Market Do Liar EQUIVALENT. 
Country. Long. Short. Total. Rate. Rate. Long. Short. 

London Spot 4,000 
Future 1,000 5,000 3.88 3.67 19.400.00 

Paris Spot 25,000 
Future 15,000 40,000 7.32 7.14 2,928.00 

Berlin Spot 700,000 840,000 
Future 140,000 1,834. «1,62 13,314.00 

Belgian Spot 10,000 
Francs Future 15,0004) 25,0005" $7.58 7.45 1,895.00 

Lire Spot 100,000 4,487.00 
Future 25,000 125,000 3.67 3.64 

Holland Spot 5,000 34.15 34.15 = 1,707.50 
Swiss Spot 27,000 16.47 16.54 4,446.90 

Francs 

Spain Spot 83,000 14.21 13.92 11,794.30 
Stockholm Spot 35,000 22.57 22.40 7,899.50 
Christiania Spot 35,000 19.00 17.50 9,500.00 
Copenhagen Spot 55,000 19.10 18.10 10,500.00 
Vienna Spot 112,000 26.00 22.00 300.00 
Prague Spot 43,000 1.32 iizo 
Greece Spot 20,000 7.05 7.95 1,400.00 
Bucarest Spot 60,000 1.50 1.34 945.00 

Se SOR Mle WARIO Us oe Fuck £4. bcansdecuviouaved co sateiaueeet eebvdi aadenade satya veel nue $49,023.20 $42,024.00 
eee eee TNE eee as Ak co al bchincadrecadoa se suse Av bcbeonielndsasdbancacded seater east 42,024.00 

Dollar equivalent of all exchanges at risk of market changes..$91,047.20 

its from the public and guarantees to pay 

them on demand. 

Wuo May Deposit: Any person 10 years 
old or over may open a postal savings ac- 
count in his or her name by depositing one 
or more dollars in any post office authorized 
to accept postal savings deposits. No person 
may at the same time have more than one ac- 
count either at the same office or at different 
offices. The account of a married woman is 
free from any control or interference by her 
husband. Post office employees are forbid- 
den to disclose to any person except the de- 
positor, the amount of any deposits. 

Amount TuHat May BE DepositTeED: A per- 
son may deposit any number of dollars, and 
at any time, until the balance to his credit 

amounts to $2,500, exclusive of accumulated 
interest. 

OPENING Accounts: A person desiring to 
open a postal savings account should apply 

at the post office, where full instructions will 
be given. If for any good reason an intend- 
ing depositor can not apply at the post office, 
a representative may be sent, who will be 
instructed how to proceed. A person resid- 
ing at a post office not authorized to accept 

postal savings deposits may open an account 

at a depository office by mail, through his 
local postmaster, who will give full instruc- 
tions on application. 

Deposits: After a postal savings account 
has been opened deposits may be made either 
in person, by a tepresentative, by money 
order, or by registered mail if the money- 
order service is not available. 

Postal savings deposits are acknowledged 
by postal savings certificates which are made 

out in the name of the depositor and serve 
as receipts. These certificates are not nego- 
tiable or transferable. If certificates are lost, 
stolen, or destroyed, new certificates may be 
issued. 

WITHDRAWALS: A depositor may at any 
time withdraw all or any part of his postal 
savings deposits, upon demand, from the post 
office where the deposits were made. With- 
drawals may be made in person, through a 
representative, or by mail. 

INTEREST: Postal Savings certificates bear 

simple interest at the rate of 2 per cent. per 
year. Interest begins on the first day of the 
month following the month in which the 
certificate is issued and becomes due and pay- 
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able at the expiration of each full year from 

the day interests begins, as long as the prin- 

cipal remains on deposit. No interest will be 

paid for a fraction of a year. 

PosTAL SAVINGS CARDS AND STAMPS: 

Amounts less than $1 may be saved by pur- 

chasing postal savings stamps of 10 cents 

each. A postal savings card with ten savings 

stamps affixed will be accepted as a deposit 

of $1 either in opening a postal savings ac- 
count or in adding to an existing account, or 
it may be redeemed in cash. Postal savings 
cards will be furnished free of cost. 

PostaL SAvinGs Bonps: A depositor may 
exchange the whole or a part of his deposits 
for registered or coupon United States postal 
savings bonds, bearing 212 per cent. interest, 

issued in denominations of $20, $100, and 
$500. When bonds are issued in exchange 
for postal savings deposits the balance to the 
credit of the depositor is reduced accordingly, 
and he may make further deposits until his 

account reaches $2,500. 

INFORMATION: If further information about 
the Postal Savings System is desired it may 
be obtained by applying at any post office or 
by addressing the Third Assistant Post- 
master General, Division of Postal Savings, 
Washington, D. C. 

Postal Savings Bonds 
The following regulations have been issued 

by the Post Office Department concerning 

Postal Savings Bonds: 

DESCRIPTION : (1) Depositors of the Postal 
Savings System may apply at any time to ex- 
change the whole or a part of their deposits 

for United States registered or coupon bonds 
in denominations of $20, $100, and $500. 
Such bonds will be dated January 1, or July 
1, of each year, and will bear interest at the 

rate of 2% per cent. per annum, payable 
semi-annually. They will be redeemable at 
the pleasure of the United States after one 

year from the date of their issue and payable 
20 years from that date, both principal and 
interest being payable in United States gold 
coin. 

(2) Postal savings bonds are exempt from 

all taxes or duties of the United States as 
well as from taxation in any form by or un- 
der State, municipal, or local authority. 

CONVERSION OF Deposits: (3) Applications 
for the conversion of deposits into bonds 

must be submitted to the postmaster at the 
depository post office where the deposits are 

made, those for the issue of January 1, on or 
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before the first business day of the preced- 
ing December, and those for the issue of July 

1, on or before the first business day of the 
preceding June. The postmaster will supply 

an application form, which must be made out 
in triplicate. The depositor must indorse and 
surrender with his application postal-savings 

certificates covering the amount of the bonds 

desired, for which the postmaster will give 
him a receipt. The bonds will be issued by 
the Secretary of the Treasury and delivered 
direct to the applicants. The bonds will bear 

interest from the date of exchange, January 

1, or July 1, but will not be available for de- 

livery until a month or more thereafter, 

owing to the time required for printing and 

registering. 

(4) Interest on certificates surrendered 
for conversion into postal savings bonds, ac- 
cruing before or on the date of exchange, 

January 1, or July 1, will be paid by the post- 
master at any time after it becomes due. In- 
terest will not be paid for any fraction of 
a year, the exchange of deposits for bonds 
having the same effect as a withdrawal for 
any other purpose. 

(5) Postal savings deposits converted into 
bonds are not counted as a part of the maxi- 

mum which one person may have on deposit 
with the Postal Savings System, and there 
is no limitation on the amount of available 
postal savings bonds which may be acquired 
by a depositor. The exchange is effective as. 
of the date on which the bonds begin to bear 

interest, January 1, or July 1, and a depositor 

who had to his credit the maximum balance 
allowed by law and has converted into bonds 
all or part of his deposits may make addi- 
tional deposits to the maximum amount al- 
lowed, beginning with the date of exchange, 

though the bonds may not yet have been de- 
livered. 

(6) Postal savings bonds can be procured 
only by the conversion of postal savings de- 
posits and will not be issued to persons who 

are not depositors. They may, however, be 
sold or assigned to any person. (See para- 
graphs 7, 8, 9, 10 and 11.) 

REGISTERED AND CoUPON Bonns: (7) The 
depositor’s application must indicate whether 
bonds are desired in registered or coupon 
form. Coupon bonds are payable to bearer, 

and the title will pass with delivery without 
indorsement. Interest on coupon bonds is 
collected by mean of interest coupons, which 

are detached by the holder as they become 
due. 

Registered bonds differ from coupon bonds 
in the following respects: 
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(a) They have inscribed upon their face 

the names of the persons to whom they are 

issued. 

(b) They are payable only to the persons 

to whom issued or their assigns. 

(c) The ownership of registered bonds 

can be transferred only by formal assignment. 

ASSIGNMENT OF Bonps: (8) Registered 

bonds are assigned by the use of the form 

printed on the back, which must be properly 

dated and acknowledged before one of the 

officers indicated at the bottom of the form. 

The assignment may be acknowledged before 

the postmaster at any depository post office, 

but the acknowledgment cannot be made be- 

fore a notary public. When the assignment 

is made by mark, it must be witnessed by at 
least one person other than the officer before 

whom it is made. When registered bonds are 
assigned, they should be transmitted by the 
new owner to the Secretary of the Treasury 
(Division of Loans and Currency) for trans- 
fer on the books of the department. Regis- 
tered bonds can not be exchanged for coupon 
bonds. Coupon bonds may be converted into 
registered bonds, without charge, at the re- 

quest of the holder. 

(9) Bonds assigned by executors, admini- 

strators or others acting in a fiduciary capa- 
city should be accompanied by a properly 
certified copy of their authority. 

(10) Bonds registered in the name of a 
minor can be assigned only by a duly ap- 
pointed guardian or trustee, evidence of 
whose authority must be submitted. A minor 
has the right to convert his postal savings 
certificates into registered bonds, but if the 
bonds are assigned during his minority this 
regulation must be observed. This require- 
ment does not apply to coupon bonds, which 
are transferred by mere delivery. 

(11) Bonds registered in the name of a 
corporation can be assigned only by an officer 
or employee of the corporation who is specifi- 
cally authorized to do so by resolution of the 
board of directors. A blank form for this 
purpose is provided by the Treasury De- 
partment. 

PAYMENT OF INTEREST ON Bonps: (12) In- 
terest on registered bonds is paid by checks 
issued by the Treasury Department semi-an- 
nually in favor of the registered holders. 
These checks are sent by mail to the last 
recorded post office address of the holder, 
and the holder of a registered bond should 
immediately notify the Secretary of the 
Treasury (Division of Loans and Currency) 
of any change in his post office address. 
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Checks for interest on registered bonds, as 
well as interest coupons detached from cou- 
pon bonds, are payable on presentation at the 

United States Treasury or any United States 
sub-treasury, or they may be collected through 
the usual banking channels. They may also 
be cashed by postmasters. 

Bonps Lost or DeEstroyeEp: (13) Payment 
on registered bonds that have been lost or 

stolen may be stopped by notifying the Secre- 

tary of the Treasury (Division of Loans and 
Currency) at Washington. If coupon bonds 

are lost, the Government does not undertake 

to protect the owner against the wrongful 

holder, but recognizes the bearer only. When 

bonds, either registered or coupon, have been 

destroyed wholly or in part, or defaced, a 

claim may be filed with the Secretary of the 

Treasury under certain prescribed conditions 

for their replacement. Claims for the loss 

of detached coupons will not be allowed. 

INFORMATION AFTER DELIVERY oF Bonps: 

(14) United States bonds, including postal 

savings bonds, are issued, transferred, and 

redeemed under such regulations as the Sec- 

retary of the Treasury may prescribe. Com- 

munications concerning postal savings bonds 

after their delivery should be addressed to 

the Secretary of the Treasury (Division of 

Loans and Currency), Washington, D. C., 

excepting those relating to purchase by the 

Board of Trustees of the Postal Savings 
System under paragraph 15. 

PURCHASE BY THE BOARD OF TRUSTEES: 

(15) Postal savings bonds will be purchased 

at par by the Board of Trustees of the Postal 

Savings System, and must be forwarded for 

this purpose to the “Third Assistant Post- 

master General, Division of Postal Savings, 

Washington, D. C.” 
Registered bonds must be assigned to the 

“Board of Trustees, Postal Savings System.” 
(See paragraphs 8, 9, 10 and 11, as to man- 

ner of making assignment.) Payment is 
made to the owner of the bond making the 

assignment to the board. 
Purchases are not made by the Board of 

Trustees from June 16 to 30, and December 

16 to 31, of each year, as the books of the 
Treasury Department are closed for the 
transfer of bonds during those periods. 

Postmasters are not authorized to purchase 
postal savings bonds on behalf of the Board 
of Trustees. 

BIBLIOGRAPHY 
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Postal Savings Deposits (Funds) 

Except where postal savings deposits are 

accepted in small places having no banks that 

are members of the Federal Reserve System, 

postal savings deposits are required to be 

kept in either Federal Reserve banks or mem- 

ber banks. Banks receiving postal savings 
deposits as fiscal agents for the Government 

are required to furnish ample security for 

such deposits. The Board of Trustees, con- 

sisting of the Postmaster General, the Sec- 

retary of the Treasury and Attorney General 

is charged with the management and invest- 

ment of postal savings funds after they leave 

the custody of postmasters. The Third As- 

sistant Postmaster General is the agent of 

the Board of Trustees in their relation with 

depositing banks. Banks qualifying as de- 

positories for postal savings funds are re- 

quired to deposit bonds with the Treasury 
of the United States as security in the amount 
and kind specified, as follows: Temporary 
bonds, certificates of indebtedness, and war- 
rants are not acceptable. The following 
bonds are eligible: (1) bonds of the United 

States, Philippine Islands, District of Colum- 
bia and Porto Rico at par value; (2) bonds 
of any state of the United States and of 
Hawaii, at market value, not to exceed par; 
(3) bonds of any city, county, or town in 
the United States or any school district in 
which the whole, or major portion of any 
such city is included, that has been in exist- 
ence for 10 years; that has not defaulted in 

payment of principal or interest in 10 years, 

and whose net funded indebtedness does not 
exceed 10 per cent. of the valuation of its 

taxable property; and having a population 

of 30,000 or over, at 90 per cent. of market 
value not to exceed par. Similar bonds of 

towns having a population of less than 30,000, 

at 75 per cent. of market value, not to ex- 
ceed par. 

Post-Dated Check 

A check that is dated ahead, 7. ¢., bearing 

a date that has not yet arrived. A bank has 
no authority to pay a post-dated check. It 
may pay checks only when dated as of the 
day of presentation, or a date prior thereto. 
(See Check. ) 

Posted Rates 

(1) Rates quoted daily by bankers dealing 

in foreign exchange .indicating the price at 

which a certain currency is offered for sale. 

While posted rates govern for small trans- 
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actions, they differ from actual rates made 
directly between bankers or brokers and large 
buyers, which fluctuate constantly during the 
day and do not necessarily correspond with 
posted rates. When actual rates are quoted, 
they must be accepted immediately when 
offered. They do not hold even from hour 
to hour. 

(2) The term also applies to the rate for 
call money quoted on the floor of the New 
York Stock Exchange. Here too, the posted 
rates may differ from actual rates at which 

money is being loaned. Posted rates are also 
called nominal rates. 

Post-Office Money Order 
See Money Orders. 

Pound 

(1) A unit of weight divided into 12 troy 

ounces of 480 grains each. 

(2) The monetary unit of England, Scot- 

land, Ireland, South Africa (Cape Colony, 

Natal, Orange River Colony, Rhodesia, 

Transvaal), British West Africa, Canary 

Islands, Australia, New Zealand, New Cale- 

donia, Bermuda, and current in Egypt along 

with piastres. 

The English pound or pound sterling (to 
distinguish it from the unit of weight) is 22 
carats, t. e., 11/12 fine. It is also known as 
the sovereign. It derives its name from the 
fact that a pound of silver was once coined 
into 240 silver pence. (See English Money 
Table, Foreign Moneys—Great Britain.) 

Pound Sterling 
See Pound. 

Power of Attorney 
A document witnessed or acknowledged, 

authorizing the person named therein to act 
in place of the signing party. A power of 
attorney may be general or special. In the 
latter, the authority of the agent is limited, 
and is valid only for acts defined therein. In 
financial transactions, a power of attorney is 
usually special or limited, and is frequently 
used in the transfer of stock certificates and 
proxies for voting. It must set forth the 
powers conferred upon the agent. The com- 
mon form of assignment and power of at- 
torney approved by the committee on stock 
list of the New York Stock Exchange for 
the purpose of transferring stock, and ap- 
pearing on the reverse side of most certifi- 
cates, is as follows: 
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sell, assign and transfer unto...............ccccesses 

te EE shares of the capital stock repre- 

sented by the within certificate and do 

hereby irrevocably constitute and appoint 

te Nat cat tee attorney to transfer the 

said stock on the books of the within 

named company with full power of substi- 

tution in the premises. 

Power of Substitution 

A form which is stamped or written on 
the reverse side of a stock certificate when 
an attorney has been named for the purpose 
of transferring the stock and who, according 
to the terms of the power of attorney, is given 
the privilege of appointing a substitute. 

In such cases, the following form is signed 

by the attorney appointed in the assignment. 

The substitute is named in the body of the 
Power of Substitution. 

I (or We) hereby irrevocably constitute 

aE MOEA TN SEY MiaAUtie ch TGs cK ok chéesadasteasasadsveyatices<connnaadcs 

my (or our) substitute to transfer the 

within named stock under the foregoing 

Power of Attorney, with like power of 

substitution. 

CRE I ocas att Gis shvassistd 

(See Power of Attorney, Stock Transfers. ) 

Powers of National Banks 

See National Banking System. 

Preference Bonds 

Another name given to what are usually 

railroad income or adjustment bonds, espe- 
cially when issued in series, as first, second 

and third; or Series “A’’, Series “B’’, Series 
“C”. Interest on preference bonds is paid on 
each series in the order of preference; thus, 

interest may be earned on Series “A” and 
“B”, but not on Series “C’. (See Income 
Bonds. ) 

Preference Income Bonds 

Same as Preference Bonds (q. v.). 
= 

Preference Shares (Stoc' 
The English equivalent f. preferred stock 

in America. (See Pref -red Stock.) 

Preferred Creditor 

One who has preferred claims which le- 
gally take precedence over those of other 
creditors. For instance, in the dissolution 

of an insolvent company, the claims of labor- 

ers for wages, of the Government for taxes, 

and mechanics’ liens, take precedence over 
all others whether secured or unsecured. 

(See Liabilities.) 

Preferred Stock 

Stock which has a claim upon the earnings 
(and sometimes upon the assets and control) 
of a corporation prior to the common or 
other class of stock. Preferred stock repre- 
sents an equity in the corporation which 
ranks after all bonds and floating debt, but 
ahead of common stock. Dividends must be 
paid upon the preferred stock before any 
distribution can be made to the common 
stockholders. Sometimes preferred stock is 
issued in series, e. g., “Preferred A”, “Pre- 
ferred B”,.etc., or “Class A”; “Class B”, etc., 
or “First Preferred Stock”, “Second Pre- 
ferred Stock’, etc. In such cases, dividends 
must be paid on the first series before a dis- 

tribution can be made on the second, and on 
the second before on the third. 

Dividends on preferred stock may be 

“cumulative” or “non-cumulative’. A cum- 
ulative dividend is one which if not paid in 
one year, carries over from year to year un- 
til paid; 7. e., in case profits are not sufficient 
to pay the dividend at the full rate in any 

given year, then they are said to be in “ar- 
rears’, and constitute a claim on earnings so 
long as unpaid prior to dividends on the com- 
mon stock. Common stockholders are, there- 

fore, not entitled to receive dividends so long 

as dividends upon cumulative preferred stock 

remain in “arrears”. Non-cumulative divi- 
dends are a prior claim in any given year; 
but in case profits are insufficient to pay the 
dividend in full, there is no obligation on the 
part of the corporation to make up the de- 
ficiency in any subsequent year. In other 

words, the dividends not paid in any given 
year would be lost to the stockholders for- 

ever. The courts have held that dividends 
upon preferred stock are “cumulative”, un- 
less otherwise stated. 

Dividends upon preferred stock are at a 
fixed (rather than a contingent) rate. The 

range of return upon industrial preferred 
stocks is usually from 6 per cent. to 8 per 
cent., while railroad preferred stocks normally 
range from 4 per cent. to 7 per cent. 

Preferred stock may also be preferred as 

to assets, and as to control. But in no case 
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are preferences more than those specifically 

set forth. When preferred as to assets, the 
full par value of the preferred shares must 
be paid, in case of dissolution or insolvency, 

before any payment (liquidating dividend) 
is made to the common shareholders. Prior 
claims as to voting sometimes rest with the 
preferred stock, but usually this class of 

stock has no voting power, the theory being 
that the common stockholders, bearing the 
greater part of the risk, should have the 
control. In other cases of less frequent oc- 
currence, preferred and common stockholders 

rank equally in voting power. 
Preferred stock by reason of its preferences 

makes an appeal to the more conservative 

type of investors, who desire to obtain a 

greater return than is possible from the bet- 

ter grades of bonds. A few issues of pre- 
ferred stocks are as secure as many issues of 

bonds, and the speculative opportunities are 

somewhat greater. Industrial preferred 

stocks may be classified as speculative invest- 
ments, and whenever issued by well-known 

corporations are usually readily absorbed. 
In recent years, attempts have been made 

to increase the attractiveness of preferred 

stock by additional measures designed to 
throw further safeguards around the investor 
who purchases this class of securities. Some 

of these measures to secure further protec- 
tion are: (1) preference as to assets; (2) 

“cumulative” dividends; (3) limited issue; 
(4) provision for partial or total redemption 

of the issue at some subsequent date by 
means of a sinking fund, and usually at a 
premium; (5) provision requiring that net 
current assets shall at all times equal or ex- 
ceed the amount outstanding; (6) provision 
requiring that net surplus be kept at a cer- 

tain percentage of capital; (7) provision for 

automatically placing control in the hands of 

preferred stockholders in case of failure to 
pay dividends, etc. 

Participating preferred stock carries the 

right to earn dividends in excess of the spe- 

cified dividend rate in an amount equal to the 

rate paid upon the common stock. Under 

this arrangement, the preferred stockholders 

share is extreme prosperity along with the 
common stockholders without relinquishing 

any of their rights of priority, and in no case 
can common stockholders receive dividends 
at a higher rate than the preferred stock- 
holders. 

Convertible preferred stock gives the 

owner the option of converting his preferred 

shares into common shares at a stated rate 
of exchange. In case of appreciation of the 

market value of the common shares, a profit 

might be made by converting. Thus, partici- 
pating preferred and convertible preferred 

stock have additional speculative attractions. 
Preferred stocks create a special type of 

ownership with less risk than common stock, 

but with definite limitations of control and 
income. (See Capital Stock, Stock Certifi- 
cate. ) 

Premises 

This term has two meanings: 

(1) The introduction of a legal document, 

such as a deed, conveyance, or mortgage, 
which sets forth the parties and subject mat- 

ter, and which is referred to in the document 
as the premises. 

(2) In banking, the term is used as synon- 

ymous with Banking House (q. v.). 

Premium 

This term has four meanings: 

(1) The percentage or price which a se- 
curity commands over its face value. A 

share of stock of $100 par value selling at 

110 is at a premium of 10 per cent., or $10.00 
a share. The amount of premium is based 
upon par value and if the par value of a 
stock is $50 and sells for $60, it is at a 20 
per cent., or $10 premium. 

(2) Gold or silver coin is at a premium 
when it is necessary to pay more than $1.00 
for it in paper money of the same denomina- 
tion. In this sense, it means the same as the 

term Agio (q. v.) on the continent of Europe. 

(3) The annual, or less frequent sum, 
paid by an insured party upon an insurance 
policy. 

(4) The price paid on an option contract 

or other privilege. (See Privileges.) 

Premium Bonds 

Bonds which are retired at their maturity 
(or at an optional prior date) at an amount 
above their par value. Such bonds are rare 
in this country, but are rather frequent 

among European Government bonds. (See 
Lottery Bonds.) 

Bonds bought or quoted at a premium are 

sometimes (but in a loose sense) called pre- 
mium bonds. 

Presentation 

A ter1 meaning the same as Presentment 

(q. v.), the latter term being the more cor- 
rect usage. 

Presentation Draft Be. 
Same as Demand Draft. (See Draft.) 
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Present Standard of Weight and 

Fineness 

Most bonds and other long time contracts 

calling for the payment of money specify 

that the amount due shall be paid in gold 

coin of the United States according to the 
“Present Standard of Weight and Fineness”. 
The purpose of this specification is to avoid 
future litigation in case any question arises 
as to the kind of money in which the debt 
is payable, or in case of a change in the coin- 

age laws to avoid payment in a depreciated 
currency. 

Presentment 

The handling of a matured note, draft, or 

bill of exchange to the maker or drawee for 
payment is known as a presentment for Pay- 
ment. When a draft or bill of exchange is 
handed to the drawee for acceptance, it is 
known as a presentment for acceptance. 
Notes and bills of exchange should be pre- 
sented on the due date in order legally to 
hold the indorsers. A notarial protest certi- 
ficate is legal evidence of formal present- 
ment and refusal to pay (or accept). (See 
Negotiable Instruments Law, Article 7; 
Notarial Protest Certificate.) 

Present Value 

The current or today’s worth of a certain 
sum of money due on a specified future date, 
after taking interest into consideration. The 
proceeds or net avails of a discounted note 
are its present value at a given rate of in- 
terest. The term is also used of other con- 
ceptions involving complicated mathematical 
formula, as the present worth of a series of 
fixed payments due at regular intervals, e. g., 
an annuity; also of a deferred payment, e. g., 
an overdue note in which compound interest 
must be computed. (See Discount.) 

Price 

The value of anything exposed for sale ex- 
pressed in money terms. 

Price Index Numbers 

See Index Numbers. 

Price Movements 

See Business Cycle, Fluctuating Principle, 
Index-Numbers, Speculative Cycle, Swings. 

Prices 

Quotations for securities and commodities 
in the various exchanges and markets. For 
a historical summary of prices of all import- 
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ant commodities and security groups, in- 

cluding money and foreign exchange rates, 

see “Statistical Bulletin and Monthly Price 
Record”, published by the Standard Statistics 
Company, New York City. (See Index- 

Numbers. ) 

Primary Deposits 
Deposits which arise from actual lodgment 

in a bank, of cash or its equivalent, as distin- 
guished from derivative deposits which are 
deposit credits, created by granting a loan, 
and crediting the borrowers’ account for the 

proceeds. 

Primary Liability 
A direct liability as distinguished from a 

contingent one. (See Liabilities.) 

Primary Market 
See Market. 

Primary Points 
The large cities in the West where grain 

is received from the country districts, and 
stored in elevators and warehouses, to be dis- 
tributed to the various consuming centers as 
needed. The chief primary points are Chi- 
cago, Minneapolis, Duluth, Kansas City, St. 
Louis, Detroit, Toledo, and Buffalo. 

Primary Receipts 
Total daily receipts of grain at the Primary 

Points (q. v.)- 

Prime 
An expression used to indicate that an in- 

vestment, whether a bond, acceptance, or 

commercial paper, is first class, high grade, 

gilt-edge, conservative, etc. 

Prime Bills 

See Prime. 

Prime Investments 

See Prime. 

Prime Paper 
See Prime. 

Principal 
This term has two applications: 
(1) The face amount or par value of a 

note, bond, or other evidence of debt; that 

is, the amount exclusive of interest or pre- 
mium which the holder is entitled to receive 
at maturity. It is also the sum on which, 
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interest is computed. The principal of a 
share of stock is its par value. 

(2) The amount of money employed for 
profit or interest-bearing purposes; the fund 
invested for the purpose of yielding an in- 

come under the name of interest, as distin- 

guished from such income. 

Priorities 
The claims of creditors against a business, 

estate, or landed property have certain priori- 

ties or preferences. For the priority of 
claims against insolvent businesses, see Lia- 
bilities. For the preferences accorded pre- 
ferred stockholders, see Preferred Stock. In 
the case of an estate, funeral expenses and 
reasonable doctor’s fees incurred during the 
last illness of the decendent, constitute a first 

claim. Other proved claims against the es- 
tate rank before the distribution of the re- 
mainder to the heirs and legatees. 

Prior Lien 

See Lien. 

Prior Lien Bonds 

These bonds are not necessarily, as the title 
might imply, first mortgage bonds. Prior 

lien bonds are those secured by a mortgage 
taking precedence over another or other mort- 
gages against the company’s property. The 
title generally occurs only among railroad 
issues and it is necessary to investigate the 
terms of the mortgage in order to determine 

the exact nature of the security. (See Lien.) 

Prior Preference Stock 

A rare title denoting that two or more 

classes of preferred stock have been issued, 
but that the prior preference stock is entitled 
to dividends in full before the second or third 
class receives anything. It is more usual, 
when preferred stock is issued in series, to 
designate it as first, second and third pre- 
ferred stock, or as Series, or Class A, Class 

Bi Class) @ rere: 

Prior Preferred Stock 

A title having practically the same signifi- 
cance as first preferred stock. (See Prior 
Preference Stock.) 

Prior Redemption 
When redeemable or optional bonds are 

called for redemption at a date prior to the 
obligatory maturity, the act is called prior 
redemption. Unless provision is made in the 
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terms of an issue, bonds are not subject to 
prior redemption. (See Optional Bonds.) 

Prior Sale 

See Offered Firm. 

Private Banks 

The oldest form of banking, conducted 
either as a partnership or individual proprie- 

torship and distinguished from incorporated 
banks. In most states, private banks are re- 

quired to have a minimum capital, to post 
bond, and are prohibited from employing a 
firm name containing the word “Bank”. In 
a few states the banking business is denied 
to unincorporated firms. 

The Federal Reserve Board* interprets the 

term private banker “to include partnerships 
or individuals who are engaged in the bank- 

ing business, as that term is generally under- 
stood,—including those partnerships and in- 
dividuals who solicit or receive deposits sub- 

ject to check, who do a foreign exchange, 
acceptance, loan or discount business, or who 
purchase and sell and distribute issues of se- 
curities by which capital is furnished for 
business or public enterprises. 

The term is interpreted not to include the 
ordinary stock, note, or commodity broker, 

unless a substantial proportion of his profts 
are derived from, or a substantial part of his 
business consists in, one or more of the bank- 
ing activities described, nor is it interpreted 

to include partnerships or individuals using 
only their own funds in making loans or in- 
vestments.” 

Private banks perform two principal func- 
tions. In the larger cities they frequently 

engage in all phases of banking, oftentimes 
specializing in investments, securities, for- 
eign exchange and foreign loans. In New 

York City the operations of private banks 
like J. P. Morgan & Co., Kuhn, Loeb & Co., 
etc., are on an international scale. They pro- 
mote and underwrite the securities of new 
enterprises and combinations. Thus, their 
activities are extremely varied, at the same 
time being commercial bankers, brokers, 
dealers in foreign exchange and letters of 

credit, promoters, organizers, reorganizers, 
investment bankers, and underwriters. 

In smaller communities private banks sup- 
ply bank accommodations where incorporated 
banks would not be profitable. Small private 
banks perform the customary banking opera- 
tions, such as receiving deposits, granting 

loans and making collections. 

* Announcement, Oct. 6, 1916. 
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Private banks comprise the smallest group 

of bank institutions, about one out of thirty 
being a private bank. The personal assets of 
the private banker are attachable in case of 
failure, and bank assets should at all times 
be segregated from personal assets. Recent 
banking legislation has tended to subject pri- 
vate banks to the same supervision as incor- 
porated banks, with the result that many 
former private banks now have taken out 
charters. 

The New York Banking Law defines the 
term Private Banker to mean: “An indi- 
vidual, who, by himself, or as a member of 
a partnership or unincorporated association, 
is engaged in the business of receiving de- 
posits subject to check or for repayment upon 
the presentation of a pass book, certificate 
of deposit or other evidence of debt, or upon 
the request of the depositor, or in the dis- 
cretion of such individual, partnership or un- 
incorporated association; of receiving money 
for transmission; of discounting or negoti- 

ating promissory notes, drafts, bills of ex- 
change or other evidences of debt; of buy- . 
ing or selling exchange, coin or bullion; or 

is engaged in the business of transacting any 
part of such business. The term ‘private 
banker’, when so used, shall include the ex- 
ecutor or administrator of a deceased private 
banker, and a partnership or unincorporated 
association of private bankers.” 

Private Wire 

Banks, investment houses, and members of 

stock and produce exchanges frequently lease 
telephone or telegraph wires for their own 
exclusive use, or jointly with other parties, 
for the purpose of keeping in immediate and 
convenient contact with their branches or 
correspondents located in other places, or 
with certain other houses in the larger cen- 
ters. 

Private Wire Houses 

Members of the New York Stock Ex- 
change, Chicago Board of Trade, etc., who 
maintain private wire connections with their 

branches or correspondents located in other 
places. About 200 members of the New 

York Stock Exchange, and about 50 mem- 
bers of the Chicago Board of Trade, are 
known as Private Wire Houses. 

Privilege of Registration 
Coupon bonds are sometimes issued with 

the option given the holder to have them reg- 

istered, either as to principal and interest, or 
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as to principal only. (See Registered 
Bonds. ) 

Privileges, 
A general term to include specific financial 

contracts made with the view of permitting 
one of the parties to exercise some right, op- 
tion or privilege, such as to purchase securi- 

ties or commodities, for a limited time, a 

price being paid for such privilege. Specific 
forms of privileges are the Option (q. v.), 
Put (q.:v.),; Gall (a. v.), Spread)(q." vv.) 
Straddle (q. v.). 
According to the rules of the New York 

Stock Exchange, privileges are not permitted 
to be dealt in on the floor, but members may 
deal in them outside the board room. 

Probate 

Upon the death of a testator the will must 
be proved. Probate is the term given to a 

document which constitutes the legal proof 
of a will. It is issued by a court of com- 
petent jurisdiction, given various designations 
in different states, such as Probate Court, 
Surrogate Court, Orphans’ Court, etc. 

Proceeds 

This term has three applications: 
(1) The sum which a borrower receives 

from a bank when a note is discounted. The 
proceeds are equal to the face amount of a 
note, less the discount, and are sometimes 
known as the net avails. (See Discount.) 

(2) The sum realized from the sale of 
any property, whether securities, commodi- 
ties, land, etc., after deducting the expenses 
of sale. 

(3) The sum collected upon a check after 
deducting exchange, or collection charges. 

Produce Exchanges 
Organized markets for the purchase and 

sale among their members of commodities 
such as wheat, corn, oats, flour, hay, pro- 

visions, etc. Some produce exchanges are 

general exchanges where many commodities 
are dealt in. Others specialize in one com- 
modity, such as the New York Cotton Ex- 
change, and the New York Coffee and Sugar 
Exchange. (See New York Produce Ex- 
change, Chicago Board of Trade, New York 
Cotton Exchange, New York Coffee and 
Sugar Exchange. ) 

Professional 

An operator who habitually makes a bus-< 
iness of speculating, either in the stock or 
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commodity markets, or both. Speculators 

are divided, roughly, in two classes, the 
professionals and the public. Professionals 
are “professional” traders who engage in 
speculation as a vocation; the public are 

“amateur” traders who enter the market 
either occasionally, or continuously but as an 
‘avocation. 

The stock market is said to have a pro- 
fessional appearance when the public is out 

of it, or when the participation by the public 
is small, and prices consequently are con- 

trolled by the professionals. (See Opera- 

tor.) 

Profit 

(1) In business operations, profit is the 

gain from manufacturing, merchandising 

and selling operations after all expenses are 

met. It is measured by the increase in net 

asset value over the previous accounting pe- 
riod. The amount of a concern’s profits can 
be determined not only through the profit 
and loss statement, but also by a comparison 

of balance sheets, provided collateral infor- 
mation is furnished such as dividends, sink- 

ing fund payments, etc. 
(2) In speculative transactions, profit is 

the excess of the net selling price over the 
cost (including all charges), of the security 
or commodity traded in. (See Net Profits.) 

Profit and Loss 

A bookkeeping term to indicate the account 

through which all expenses and profits are 
cleared in order to determine the net profit 
or loss for the accounting period. Ex- 
penses and losses are entered on the debit 
side and sales or other income items on the 
credit side. In banking practice, the balance 
of this account is carried to Undivided 
Profits. P. & L. is the abbreviation for 

Profit and Loss. 

Profit Sharing Bonds 
See Participating Bonds. 

Profit Taking 

The selling of securities or commodities 

when the price has advanced over that of the 

purchase price, in order to convert paper 
profits into cash, 7. e., to realize a profit on 

a speculative transaction through selling at a 

higher price. In a case of short selling, 

profit taking consists in buying (covering) 

when the current price has fallen below the 
original selling price. 

Progressive Discount Rates 
Federal Reserve banks were permitted un- 

der the Phelan Bill which became a law 
April 13, 1920, to increase the rediscount 
rates of those member banks whose redis- 
counts exceed a specified base to which the 
normal rate applies. The purpose of the 
progressive discount rate plan is to discour- 

age further borrowing and rediscounting at 

times when the volume of credit outstanding 

is dangerously high and when prices have 
reached excessive levels. In the latter 
months of 1920, effective use was made of 
progressive rates in two Federal Reserve dis- 
tricts. The plan was put forward because 
the general raising of the normal rediscount 
rate throughout the United States did not 
sufficiently restrict rediscounting operations, 
and as an alternative to the plan of refusing 
to accept certain classes of paper for redis- 
count regardless of the discount rate. (See 

Rediscount Rate.) 

Promisor (Promissor ) 
One who promises to do a thing. A prom- 

isor is legally responsible for fulfilling a 

promise, provided it has been made for a 

valuable consideration and its fulfillment is 

not contrary to law. A maker of a note or 

an issuer of bonds is a promisor. 

Promissory Note 

As defined by the Federal Reserve Board 

Regulations, a promissory note is: “an un- 

conditional promise, in writing, signed by the 

maker, to pay in the United States, at a fixed 
or determinable future time, a sum certain 

in dollars to order or to bearer.” Regula- 
tion A, Series of 1920, A, 4.). (See Note.) 

Promoter 

A person who brings together a newly con- 

ceived business enterprise and financiers; that 
is, one who secures the necessary capital 

from financial interests, bankers, under- 
writers, private investors, etc., to inaugurate 

a new business. The promoter is a kind of 

middleman who discovers business opportuni- 
ties and sells them to capitalists. 

The function of a promoter of a new en- 

terprise is to Conceive or discover the propo- 
sition, to assemble the factors—its technical 

and legal feasibility—procure options upon 
property, patents, etc., issue a prospectus, aid 
in the flotation of securities, and launch the 

enterprise. The promoter is in reality an 
enterpreneur pro tem. 

a 
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There are both occasional and professional 
promoters. Occasional promoters may be 
bankers, lawyers, engineers or business ex- 
ecutives, who, because of their business con- 

tacts and knowledge of the technical, legal 
and financial phases of business, are in a po- 
sition to discover propositions the exploita- 
tion of which appear to promise large returns 
The professional promoter is regarded with 

more or less suspicion, due to the fact that 

in the nature of things he is bound to at- 

tempt promotions which lack feasibility. 
The promoter performs -an incalculable 

service for society by setting into motion 
ideas by which the wealth of the nation is 
enhanced. 

BIBLIOGRAPHY 

W. H. Loucu: Business Finance (1917), 
Chap. 11, 12. 

Promoters’ Stock (Shares) 
A special form of stock peculiar to Eng- 

land, sometimes also known as Deferred 
Stock (q. v.), or Founders’ Shares (q. v.). 
Such stock is issued with limited and de- 
ferred privileges as payment for the serv- 
ices of the promoters, who have been instru- 
mental in inaugurating a corporation. 

In America, compensation of the promoter 
or promoters has tended to become stand- 
ardized, and usually amounts to 10 per cent. 

of the company’s common stock. 

Promotion 

See Promoter. 

Property 
See Personal Property, Real Estate, Real 

Property. 

BIBLIOGRAPHY 

R. T. Ery: Property and Contract in their 
Relations to the Distribution of Wealth, 1914. 

Istpor Loes: The Legal Property Rela- 
tions of Married Parties, 1900. 

C. A. WEBB: Valuation of Real Property, 
1913. , 

Property Risk 
That risk involved in lending money which 

varies according to, and therefore is deter- 
mined by, the value of the net assets or net 
worth of the borrower. If a loan is well 
protected, the borrower should possess suffi- 

cient unpledged net tangible assets which if 
converted into cash would be sufficient to 
cover amount of loan, whether secured or un- 
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secured. In the case of bills discounted, 

bank or trade acceptances, or unsecured com- 

mercial paper where no collateral security is 

offered, there is always the presumption that 
the borrower has current assets, which if con- 
verted into cash, would be more than suffi- 
cient to liquidate the loan. The property 

risk can be determined by an examination of 
the borrower’s statement and the lending 

bank should always determine whether the 
prospective borrower has already borrowed 
from other lending institutions, and in what 
amount. 

The property risk is distinguished from 
moral and business risk. Together they con- 
stitute the classical three-fold divisions of 
a credit risk. Property risk is usually re- 
garded as less important than the moral or 

business risk. (See Business Risk, Credit, 

Credit Risk, Moral Risk.) 

Proprietary Company 
Another name for Controlling Company 

(q. v.), or Parent Company (q. v.). A 
proprietary company is not an operating com- 
pany. 

Prospect 
A possible customer; a person, firm, or 

corporation whose business is desired and 

solicited, but with whom no business relations 

have been established. 

Prospectus 
A typewritten or printed plan of organiza- 

tion of a new enterprise, or for the expan- 
sion of an existing enterprise, usually pre- 
pared by the promoters and their associates 
for the purpose of interesting financiers in 
the purchase of the securities. The prospec- 
tus usually contains detailed representations 

of the nature of the proposed corporation, 
the probable demand for the product, the 
technology and cost of production, plans for 

financing, location and initial size of the 

plant, and the grounds upon which profits 

are expected. 
The prospectus is intended for distribution, 

not to the general public, but to the under- 

writers or financiers whom it is designed to 
interest in the proposition. The description 

of properties and securities for sale to the 
general public is called a circular, although 
to some extent, these terms are used synony- 

mously. (See Bond Circular.) 

Prosperity 
That phase of the trade cycle characterized 

by business activity, as shown by the volume 
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of trade and bank clearings, rising prices, 
large profits, low percentage of business 
failures, high wages, liberal buying, etc. 

This phase of the business cycle usually fol- 
lows the period of recuperation, which in 
turn, follows a depression. The close of a 
period of prosperity is likely to be character- 
ized by inflated bank credit and currency, 
low bank reserves, high money rates, high 

commodity prices and wages, speculative ac- 

tivity and profiteering, until finally a crisis 
arises, which is a reaction against the period 

of high prices and marks the end of pros- 
perity. (See Business Cycle.) 

Protective Devices 

Being depositories of large amounts of 
cash and other valuables which are negotiable 
by delivery, banks are subject to attacks by 
hold-up men, burglars and safe-blowers. De- 
fensive measures have kept pace with offen- 
sive tactics. Among the banks in larger 
cities, the employment of special guards in 

uniform is an almost universal practice. 

Their purpose is preventative, as well as 
furnishing a means of apprehending hold-up 
men in case an assault is attempted. The 
daring of hold-up men is in direct propor- 
tion to chances of success, and hold-ups are 

not likely where the promise of success is 
slight. 

Modern banks are equipped with various 
kinds of protective equipment. Safes and 
vaults are now made with armor plate con- 

sisting of an alloy steel that is as nearly 

burglar-proof as possible. Other means of 
protecting a bank, and especially its cash, are: 

(1) Electric signal systems communicating 
with a local burglar alarm company, pre- 
pared upon alarm to dispatch detectives in 
case of trouble. For night protection this 
system involves a periodic turning in of sig- 
nals from electric signal boxes located in 
various parts of the bank building. 

(2) Emergency alarms with buttons placed 
at the finger-tips of tellers to call special 

guards located at other stations in the bank. 

(3) Protection of the paying teller and the 
cash in his cage by erecting bullet-proof, 

armored glass in front of the cage. 
(4) Automatic door-closing devices oper- 

ating from the paying teller’s cage to close 

all means of escape to hold-up men who may 
attempt an assault. 

(5) Time lock and a burglar alarm sig- 
nal on the door of the vault or safe. 

For the protection of checks against alter- 
ations and forgeries see Check Protecting 

Devices. Also see Identification, Finger- 
Print Identification, Vault. 

Protest 

A declaration made by a notary public in 
behalf of the holder of a check, bill of ex- 
change, or note, that presentment has been 

made and that the instrument has been dis- 
honored (payment refused), and a protest 

that any loss arising shall be borne by the 

drawer and indorsers. Protest is not re- 
quired of instruments which are drawn and 

payable in the same state, but in the case of 

all others, protest becomes imperative. Pro- 
test proceedings are admissible court evi- 
dence of presentment and refusal to pay, and 
bind the indorsers. When in doubt, it is al- 
ways safe to have an unpaid instrument pro- 
tested. For method of issuing protest papers, 
see Notarial Protest Certificate. (See Ne- 
gotiable Instruments Law, Article 13.) 

Protested for Non-Acceptance 
Protest of a time bill of exchange for re- 

fusal of the drawee to accept. If the drawee 
refuses to accept a bill upon presentment, 
it should be protested in order to prevent the 
discharge of the drawer and indorsers, ex- 
cept in the case of a bill drawn and payable 
in the same state. (See Negotiable Instru- 
ments Law, Article 13, section 260.) 

Protested for Non-Payment 
See Protest. 

Protest Fees 

Fees paid to the notary before whom pro- 
test is made, and any other incidental charges 

in connection with the protest of a negotiable 
instrument. Protest fees are originally paid 
either by the last indorser (who protests the 
instrument) or the maker. When paid by 
the last indorser (holder), he looks to the 
previous indorser for reimbursement; each 
indorser having recourse to the previous in- 
dorser for payment. The fees should finally 
be borne by the maker in the case of a check 
or note, or by the drawee in the case of a 

draft. 

Protest Waived 

When there are no indorsements on a ne- 
gotiable instrument or where the indorser 

writes “Protest Waived”, or words of similar 
import on the instrument, protest is not ne- 

cessary to hold the indorsers liable. Accord- 
ing to the Federal Reserve Act, when notes 
are rediscounted for a member bank, they 
must be indorsed by such member, such 
indorsement automatically constituting a 
“waiver of demand, notice and protest.” 

. i 

LE 
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Provision Pit 

See Pit. 

Proxy 
Authority given in writing legally wit- 

nessed, by which a stockholder confers upon 

another person the right to vote the stock 
owned by him. In most large corporations, 
many of the stockholders find it impossible, 
even if interested, to attend stockholders 

meetings. Since shares of stock usually 
carry the right to vote as one of the inci- 
dents of ownership, the right may be con- 
ferred upon someone else. In many cases 

stockholders are asked for their proxies by 
other stockholders who are more interested 
in the affairs of the corporation. Sometimes 
the secretary of the corporation requests 
proxies from all out-of-town stockholders. 

The following is a customary form of 
proxy: 

“Know all men by these Presents, That 
Restate the undersigned, Stockholders in the 
eta eases ecekectnsbenitecensaccoeneness do hereby 
NR eae t ct ei tptactsscctdenentastetdinnvone true 
and lawful Attorney, with power of sub- 
“ys cheya bby 6 ls) eae icts Pegs Beat abet. ed eto 
vote at the meeting of the stockholders in 
NN Nerden co trban centres sesissctasvscsstritenoes to be 
Bae PE cee ticcereessio ee , or at any adjourn- 
ment thereof, with all the powerS............00+ 
should possess if personally present, hereby 
revoking all previous proxies. 

Peewee eeeereeeeseeesesessssees §= j§- = §-= = S888 Fee sEseessesessesenrereseee 

Public 

See Professional. 

Public Accountant 

A professional accountant or auditor whose 
services are available for the auditing of 
books, installation of accounting systems, 
preparation of financial statements, tax re- 
turns, valuations, etc. If the public account- 
ant passed an examination provided by the 
State, he is given a certificate and is entitled 
to style himself a Certified Public Account- 
ant (q. v.). (See Auditor.) 

Public Administrator 

A public official who is appointed to ad- 
minister the estates of persons whose heirs 
cannot be immediately determined or located, 

or who may be appointed in lieu of a private 
administrator. (See Administrator.) 
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Publications of the National Mone- 

tary Commission 
See National Monetary Commission. 

Public Callings 
See Common Carrier, Public Utility Cor- 

poration. 

Public Commission 

See Public Service Commission. 

Public Credit 

A term applied to the credit enjoyed by a 
National Government, state, county, munici- 
pality, etc. The same principles govern pub- 
lic credit as commercial, agricultural, bank- 
ing, and other forms of credit. Thus, a Gov- 
ernment, state or municipality may have a 
good or bad credit standing, depending upon 
its reputation and ability to pay its obliga- 
tions. 

Public Deposits 
See Government Deposits. 

Public Finance 

The subject which, “deals with the re- 
venues of government, with their expenditure, 
and their administration.”* 

Public finance includes the science of bud- 
geting, the princinples and administration of 

taxation, the expenditure of public revenues 
and accounting therefor. The Government 
in undertaking those functions necessary for 
promoting collective welfare—administration 
of the laws and courts of justice, protection 
afforded through the army, navy and police 
system, education and extension of public 
works—is concerned with financial principles 
just as any concern would be which might 
administer these functions privately. 

BIBLIOGRAPHY 
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C. F. BastasBLte: Public Finances, 1903. 
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Publicity Department 
A department organized among the larger 

banks usually under the supervision of a 
vice-president and in direct charge of a man- 
ager. In smaller banks the work may be 

* R. T. Ely: Outlines of Economics, pg. 643. 
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supervised by the cashier. The chief func- 
tion of this department is to sell the bank’s 

services and to create new business. In 

many instances, its activitites are grouped 

together with those of the New Business De- 

partment (a. v.). 

Bank publicity may be general (indirect ) 

or direct. General publicity is that which 

makes an indirect appeal, usually through the 

medium of newspaper and magazine adver- 

tisements. The material most frequently 

used for this purpose is the financial state- 
ment. Direct publicity consists of advertis- 

ing materials, circulars, pamphlets, etc., dis- 

tributed to a mailing list of selected pros- 

pects or present accounts. These circulars 

may call attention to a new service, @. g., a 

trust or foreign exchange department; it may 

be informative, making an appeal to a pros- 

pect to use some department of the bank now 

being neglected; or it may be entirely gen- 
eral in character for the purpose of main- 
taining contact. 

Much has been said for and against bank 

publicity. Banks in the middle and far west 
have made greater use of publicity methods 
than those of the east. The nature of pub- 
licity required depends largely upon the type 

of institution, commercial banks, savings 
banks and trust companies all needing to ap- 
peal to different motives. Many commercial 
banks distribute among their customers and 
prospects a monthly analysis of business and 

financial conditions. Frequently house organs 
containing both inspirational and educational 
material are employed. Savings banks usu-. 
ally make an appeal on the importance of 
saving as an aid to business opportunity, a 
protection against reverses, and as prepara- 
tion for old age. Trust company literature 

is still very largely informative, since the 

average person knows very little about trust 

company facilities, or the advisability of or- 
ganizing an estate plan. 

Other inediums of publicity applicable to 
all banking types are street car cards, theatre 

programs, window displays, trade papers, 
electric signs, billboards, pamphlets for en- 

closing with statements, exhibits at fairs, 

news stories, publication of addresses of 
officers, and booklets digesting current busi- 

ness conditions, and legislation affecting busi- 
ness and finance. 
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Public Service Commission 
Every State except Delaware, Iowa and 

Texas has established a Public Service Com- 
mission for regulating and supervising public 
utility corporations, both operating and finan- 
cial activities. The purpose of these com- 
missions is to harmonize the interests of the 

corporations, the public as consumers, and 

security holders. The personnel of these 
commissions are usually competent and fair- 
minded men, so that the commission regula- 

tion of public utilities has in most cases oper- 

ated to the advantage of the investor. Regu- 
lation finds tangible expression in control of 

rates, franchises, capital issues, and uniform 

accounting reports. (See Public Utility 
Bonds. ) 

Public Service Corporation 

See Public Utility Corporation. 

Public Trustee 

The exercise of trust powers by a govern- 

mental bureau or office. A public trustee 
office by which the functions of executor, 

administrator and trustee are exercised has 
been created by statute in New Zealand. A 
public trustee law became operative in Eng- 
land and Wales, January 1, 1908. Under its 

provisions trust functions are undertaken by 

an office established by the Government. 

Public Utilities 

See Public Utility Corporation. 

Public Utility Bonds 
Bonds which are the obligations of a Pub- 

lic Utthty Corporation (q. v.)' engaged in 
furnishing such facilities as electric light and 
power, gas, water, telephone, traction, etc., as 

distinguished from railroad and industrial 
bonds. Public utility bonds are usually se- 
cured by some kind of mortgage upon the 

properties of the issuing corporation. The 
demand for the services of public utilities 
has grown very rapidly since 1870, with the 

result that property values in all growing 

and progressive communities have undergone 
considerable enhancement. This situation 
may be expected to continue, so important are 

public utility corporations in city development 
and in raising the standard of American life. 

Consequently, their extensive properties are 
normally capable of providing ample and 
increasing security for bond issues, which, 

although not so well known as Government, 

municipal, and railroad bonds, are in high in- 
vestment favor with generally higher yields. 
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Except Delaware, Iowa, and Texas, each 

state has created a Public Service Commis- 
sion (q. v.) for the purpose of regulating 

the public utilities within its jurisdiction. It 
is their function to supervise the operations 
of public utility corporations, to require ac- 
counting and operating reports, and to ap- 
prove or disapprove the issuance of new or 
additional securities, with a view to pro- 
tecting the rights of the corporation, public, 
and investors. Securities bearing the ap- 
proval of a public service commission are 
reasonably certain to possess all the qualifi- 
cations of a thoroughly sound investment. 

In testing the soundness of public utility 
bonds, the following points should be in- 
vestigated: (1) desirability and possibility of 
growth of the territory served; (2) nature 
of the lien, 7. e., whether a first mortgage or » 
lien junior thereto; (3) capability of the 
management; (4) satisfactoriness of mort- 
gage provisions; (5) whether earnings show 
a fair margin of safety over operating ex- 
penses and interest requirements; (6) 

whether the equity behind the issue is suff- 
cient to provide a fair margin of safety; (7) 
whether the franchise situation is satisfac- 
tory; and (8) marketability. 

Public Utility Commission 
Same as Public Service Commission (q. v.). 

Public Utility Corporation 
A corporation which supplies services re- 

garded as indispensable to the consuming 

public. Railroads, traction lines, electric 

light and power, gas, telephone and telegraph, 

bus and ferry lines, and water companies, are 

public utility or public service corporations. 

In classifying the securities of these com- 

panies, however, railroads are placed in a 

separate division, since they are subject to 

inter-state commerce regulations, and are 

far more extensive than the other utilities. 

Public utility corporations are operated 
under the law of public callings which re- 
quires these corporations (1) to serve all 
who apply for services, (2) to charge rea- 
sonable rates, (3) to charge equal (non-dis- 

criminatory) rates, and (4) to give adequate 
service. Railroads are subject to control by 
a governing body known as the Interstate 

Commerce Commission, and other public 
utilities come under the jurisdiction of the 
Public Service Commission (q. v.) of the 
state in which the utility is located. 
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Many public utilities have a monopoly in 
the field in which they operate which is 
granted by a Franchise (q. v.). 

Purchased Paper 
Commercial paper which has been pur- 

chased outright, as distinguished from paper 
which has been discounted. The Federal Re- 
serve Act defines it as “paper bought through 
brokers or others with whom the purchasing 
bank has no direct business relations.” 

Purchase Money Bonds 
Bonds given in exchange for funds which 

are to be used to purchase property by which 
they are to be secured. The term is also some- 
times used to refer to bonds given by one 
corporation in exchange for stock of another 
corporation purchased by the former. 

Put 

A negotiable contract giving the holder, 
for a specified time, the privilege to deliver 
or sell to the maker, a specified number of 
shares of a certain stock at a fixed price 
therein mentioned. A put is the opposite of 

aC OH Uday 

Put of More 

See Call of More, Put. 

Puts and Calls 

See Put, Call. 

Pyramiding 
The use of paper profits as a basis for ad- 

ditional margin, thus permitting further pur- 
chases. The term is also applied to the use 

of collateral,—real estate, stocks, bonds, etc., 

—the value of which is temporarily inflated, 

due to a boom, as a basis for buying more 

property for speculative purposes. Pyramid- 
ing is dangerous practice and is to be con- 
demned. 

Pyrotechnics 
An expression used in speculative circles 

to denote the rapid moving of the price of a 
stock up or down over a wide range, as a 

result of manipulation. The expression “gy- 
rations” is sometimes used to indicate the 
same phenomenon. 

Pyx 
See Trial of the Pyx. 



Qualifications of Directors 
See Directors. 

Qualified Acceptance 
See Acceptance. 

Qualified Indorsement 
See Indorsement. 

Quantity Theory of Money 
The theory that prices (and, therefore, the 

value of money) vary with the quantity of 
money in circulation. As used in this con- 
nection, money includes not only gold, but all 
forms of metallic and paper currency, credit 
instruments, bank deposits, etc. 

The logic for the theory is found in the 
general economic principle, that the price of 
a given commodity depends upon its supply 
and demand. Since money is a commodity, 
its value rises and falls in accordance with 
its supply or quantity. If the quantity of 
money increases, its value decreases, 1. ¢., 

prices rise, though not necessarily, in propor- 

tion. Likewise, if the quantity of money de- 
creases, its value increases, 1. e., prices fall. 

An increase in money or deposit currency 

based on gold without a corresponding in- 

crease in goods would tend to make money 
less valuable in terms of goods, and there- 

fore, prices would go up. In other words, 

as the number of currency units plus credit 
units rises or falls relatively to the volume of 
goods to be exchanged (or more accurately, 

to the volume of exchanging among these 
goods), prices must rise or fall. Thus, prices 

are the resultant of dividing the total volume 

of business transactions by the total amount 

of money available to perform them. 
Applied over the long-term, the quantity 

theory is undoubtedly incontrovertible. Pro- 
tagonists of this theory contend that the rise 
of prices in this country since 1850, and es- 
pecially since 1896, is to be explained chiefly 
by the increased production of gold in the 
world since 1850, and the expansion of credit 
which has been based upon this increased 

gold supply. Since gold is a commodity 
which is not subject to decay or destruction, 

the total stock increases year by year, and in 
the last fifty years by an average annual in- 
crease of 2 per cent. So long as gold pro- 
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Q 
duction is maintained, therefore, the world 
stock will be augmented, and prices will 
climb. The effects of increasing the quantity 
of paper money without gold support are too 

well known to require further emphasis. 
Some economists, while admitting the re- 

lation between the quantity of money and the 
general price level as stated above, maintain 
that prices rise, not because of an increase 
in the supply of money, but rather because of 

an increased demand for goods. Such in- 
creased demand compels higher prices, and 
the supply of money and deposit currency is 
automatically increased (especially where- 
ever elastic currency is available) in order 
to perform the added money work made 
necessary by the augmented volume of trade 

and higher unit prices. The monetary his- 
tory of the United States during and after 

the war is cited as proof of this contention. 
This apparent contradiction may be explained 
by stating that the quantity theory of money 
operates over the long-term. Seasonal or 

cycical price changes are not to be explained 
in the same way, but rather in terms of sup- 
ply and demand, 7. e., short-term market 
conditions. (See Gold Production.) 

Quarter 
The United States silver 25 cent piece. It 

contains 86.805 grains of pure silver and 
9.645 grains of copper alloy. It is legal ten- 
der in amounts not to exceed $10 in any one 
payment, and may be redeemed in lawful 
money when presented in sums of $20, or 
multiples thereof. (See Token Money.) 

Quarter Days 
The days marking the beginning of each 

quarter of the calendar year, January 1, 

April 1, July 1, and October 1,—being the 
most usual bond interest payment dates. The 
dividends of many companies are also paid on 

these days. 

Quarter-Eagle 
The United States gold coin with a de- 

nomination of $2.50. It is no longer coined. 
(See Gold Coins.) 

Quarterly Disbursements 
Dividends on stocks, and in many cases 

interest upon bonds, are paid quarterly. The 
heaviest bond interest disbursements occur 
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on January and July 1, the next heaviest oc- 
curring on the other quarter days, April 1, 
and October 1. One large New York bank 
which makes a specialty of acting as fiscal 

agent for large corporations and pays mil- 
lions of dollars of interest coupons annually, 
has kept a record of the distribution of 
coupon maturities by months, in dollar 
amounts. The percentages which are the 
results of the experience of a thirteen year 
period (1907-1919 both inclusive), are shown 
below : 

Per cent. 
Month of total 

PATS TIER WR hires cee och cit sates navsosiv eas 20.46 
TAMA URC Scents rh Calhdcinidonn cs 8.84 
BME Cia et aeerorine ke derelicss ds 4.34 
OWA Rioelee Ae Actec cts ieevcteacrscss 8.62 
1 Ey re TNE SS SES ea 6.28 
RUE RG BA Lehi ekls cavacder Nensnseas 2.48 
LAST VUReeE NT ante tol iten pei teecasensde feeds 19.73 
ohh gi Ry ie oy Se 10.18 
SETHE ITIP Latta Mivalies solvers aise 3.3F 
Le fot cate ak ee 2 0 ie, Fo Se 5.41 
PAS WCET Fat coated a eascaseus 6.89 
DS batcye LG A pe ee 3.40 

100.00 

This tabulation shows that the amount of 

bond interest coupons paid in January ex- 
ceeds that of all other months. Inasmuch as 
coupons usually represent semi-annual dis- 

bursements, it is reasonable to suppose that 
months related by a six months’ interval 
should be nearly identical. This conclusion 
is borne out by the above statistics. The 
percentage for July is approximately equiva- 
lent to that of January. The next heaviest 
pair of months is the February/August pair, 
although the decrease in this case is more 

than 50 per cent. This is followed by the 
April/October, May /November, and March/ 
September maturities. The lightest pair is 
that of June/December. If disbursements 
were evenly distributed throughout the year, 
each month would bear 8 1-3 per cent. of the 
total amount. From the tabulation it will 

be seen that only the January/July and Feb- 
ruary/August maturities are above the aver- 

age; the rest are below. 
On account of the large sums of money 

involved in making quarterly cash payments 
and the consequent withdrawal of large bal- 
ances from the banks located in the chief 
money centers, and especially New York, 
call money rates are expected to, and usually 
do, harden at these periods. In other words, 
the quarterly disbursement periods are oc- 
casions for a temporary money pinch. 
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Quarterly Settlements 
See Quarterly Disbursements. 

Quarter Stocks 
See Odd Lot. 

Quasi-Municipal Bonds 
See Semi-Municipal Bonds. 

Quick Assets 
Assets which, in the ordinary course of 

business, will be converted into cash; or 

which, in case of emergency, can be quickly 
realized upon without appreciable sacrifice. 
(See Current Assets.) 

Quit-Claim Deed 
See Deed. 

Quorum 
The Comptroller of the Currency requires 

that the by-laws of all National banks be in 
conformity with its own articles of associa- 
tion and the National bank act. The defi- 
nition of what constitutes a quorum for the 
board of directors must be stated in the by- 
laws. The specimen by-laws which are fur- 
nished by the Comptroller of the Currency on 
request, provide that a majority of directors 

is required to constitute a quorum and that 
no business can be transacted without a 
quorum. It is accordingly the custom among 
all banks to provide that a majority of the 
board of directors be present in order to con- 
stitute a quorum for the transaction of bus- 
iness. (See Directors.) 

Quotations 
Prices at which securities, commodities and 

other property for which there is a large and 
ready market are being currently sold, or 

prices at which they are being currently 
offered for sale, or which are being bid or 
offered. 

Quotations on principal commodities and 

securities are of incalculable importance to 
the business world, as is shown by the space 
given to them by the daily newspapers. 
Speaking of the importance of security quo- 
tations, the House of Representatives Com- 
mittee, which investigated the New York 

Stock Exchange said: 

“Quotations on its floor determine the 
current value of all securities there traded 
in, which means the securities of all the 
greatest corporations in the country. Such 
quotations are adopted by the Courts and 
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Comptroller of the Currency as measures 

of value, and upon them banks base their 

amount to be lent on a given security.” 

The New York Stock Exchange reports 
all quotations, 7. e., actual selling prices, and 
bid and asked quotations at the close of each 
day’s market but does not guarantee them. In 
fact, no official list of stock exchange quota- 
tions is kept; otherwise, the officials of the 
Exchange would find themselves in endless 
controversies over prices and stock trans- 
actions. |. Complete non-official quotation 
sheets, giving both stock and bond prices, are 
published daily by a private concern. 

Quotation Ticker 

An instrument—in reality an electrical tele- 

graphic typewriter which can be operated at 

a great distance—for recording quotations of 
bonds, stocks, foreign exchange, grain, cot- 
ton or other commodities. The instrument, 
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which is the most important item of equip- 
ment in every broker’s office, prints quota- 
tions on a narrow paper ribbon which un- 
winds from a roll, and is familiarly known 
as tape. Each important exchange has its 
own ticker. (See Ticker.) 

Ticker service is not confined to members 
of the respective exchanges. The service 
may be purchased by outsiders as well. The 
New York Stock Exchange owns and man- 

ages the New York Quotation Company, 
which reports quotations to member brokers 

in the Wall Street district, through the in- 
strumentality of about 1100 tickers. The 
Gold & Stock Company, a subsidiary of the 
Western Union Telegraph Company, receives 
quotations from the New York Stock Ex- 
change and transmits them by means of this 
instrument throughout the United States, and 
Canada, to anybody who may subscribe for 
the service. A large sum is paid to the Ex- 
change for this concession. (See Quota- 
tions. ) 



Raid 
An expression which denotes the free 

selling of stocks by professional operators 
who, because the market is temporarily over- 
bought or because of unfavorable news or 
knowledge that the market is honeycombed 
with stop orders not far below current quota- 
tions, take advantage of the situation to de- 
press prices in order to enable them to cover 
at a profit. The term is usually used in con- 
nection with the term bear. Market reviewers 
sometimes report: “The bears raided the 
market.” 

Railroad Aid Bonds 

Bonds issued by counties and municipalities 
for the purpose of rendering financial as- 
sistance to projected railroad companies,— 

especially in the Southern and Middle West- 
ern states during the reconstruction period 
following the Civil War. Some of the rail- 
roads were projected by dishonest promoters 
and in certain instances, were never built, or 

if started, abandoned and the proceeds of the 
bonds dissipated or pocketed in whole or in 
part. Where the railroads were never com- 

pleted, many of the issues were repudiated, 
with the result that this class of bonds is 
very distinctly in public disfavor. 

The legality of a bond issue for the pur- 
pose of aiding private enterprises is ques- 
tionable and reverts back to one of the fun- 
damental tests for a safe municipal bond— 
the legality of the purpose and authority for 
issue. Railroad aid bonds are investments 
to be avoided. Most reputable bond houses 
refuse to deal in civil bonds in aid of private 
enterprises. 

Railroad Bonds 

Bonds of railroad corporations. They may 

be classified as follows: 
1. As to Class of Lien 

. First mortgage 
Second mortgage 
General mortgage 

. Debenture 

. Adjustment 

. Income 
2. As to Security 

a. Mortgage issues 
b. Equipment issues 
c. Collateral trust issues 

moAomp 

R 

3. As to purpose 
. Divisional bonds 
. Extension bonds 
. Equipment bonds 
. Terminal bonds 
Consolidated mortgage bonds 

. Refunding bonds. moan op 

Railroad bonds represent the most seasoned 

of corporation bonds, since they have been 
on the market longer than any other issues, 

and the value of underlying properties and 
earning power of the various roads are mat- 
ters of historical record, and can be readily 
ascertained. (See Poor’s and Moody’s 
Manual, Combined.) As a class, therefore, 

railroad bonds enjoy a higher investment 
rating than public utility or industrial bonds. 

The greatest drawback to railroad bonds 
is the narrow margin of net earnings that 

oftentimes prevails over bond interest 
charges. American railroads have a rela- 

tively high percentage of bonded debt to total 
capitalization. As of the close of 1922, the 
ratio between bonds and stocks of American 
railroads as a whole was approximately as 
11 is to 8. (See Adjustment Bonds, Col- 
lateral Trust Bonds, Consolidated Mortgage 
Bonds, Debenture Bonds, Divisional Bonds, 
Equipment Trust, ,Extension Bonds, First 
Mortgage Bonds, General Mortgage Bonds, 
Income Bonds, Refunding Bonds, Second 
Mortgage Bonds, Terminal Bonds.) 

Railroad Earnings 

Railroads of the United States are re- 

‘quired to report their monthly earnings to 
the Interstate Commerce Commission. In 

order that a railroad income statement may 
be clear, the principal items are shown in 
the following pro forma illustration: 

Gross operating revenue ............0 $10,000,000 
Less, Operating expenses ...........000 7,200,000 

Net revenue from railway 
OpCraLwiige ao. chneecinweneat tans $ 2,800,000 

Less, Taxes, uncollectible revenues 

and joint-facility rents (Dr. 
Fay coi We 4h Paka. 5: Len ase AE RS Fe oN 400,000 

Net railway operating income 
(Tetea TREE Eas Fir caesar vereetanens $ 2,400,000 
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Less, Equipment rents (Dr. or 
(Sra) Chahta eee ects 400,000 

Net operating income (net after 

TERS) Ghsoia eee mentee $ 2,000,000 
Add, Other (non-operating) in- 

COME Cat hectic tera teeter 500,000 

ASFOSSUINCOMEC: Accutane. $ 2,500,000 
TESS HINER. CHATBES, weictaealcean 1,500,000 

Netincomed..} socritctencirnee $ 1,000,000 
Less, Dividends on stock .............0. 800,000 

Sternigs: (Tora periods yiascic.ta te $ 200,000 

Operating expenses are divided in five 

general accounts, namely, (1) maintenance 

of way and structures, (2) maintenance of 
equipment, (3) transportation expenses, (4) 
traffic, and (5) general. 

In the following table will be found the 
percentage of each of these main classifica- 

tions of expenses to total expenses and to 

operating revenues for 74 principal roads in 
1923 and 1922. 

Railroad Stocks 

Stocks of railroad companies, of which 

the most usual types are preferred and com- 

mon. As in the case of industrial stocks, 

railroad preferred stocks are sometimes di- 

vided into two classes, e. g., first preferred 

and second preferred (Western Maryland, 
Wheeling & Lake Erie), or prior lien pre- 
ferred and ordinary preferred (Pere Mar- 
quette), or prior lien preferred and pre- 

ferred (Chicago & Alton). 
Railroad common stocks range in invest- 

ment quality from poor to high-grade. None 

can be given a purely investment rating, al- 

though a number enjoy a semi-investment 
rating, ¢e. g., Atchison, Topeka & Santa Fe, 
Union Pacific, Canadian Pacific, New York 

Central, Pennsylvania, Atlantic Coast Line, 
etc. A number of railroad preferred stocks 

merit a sound investment rating, and are 
classed with bonds in so far as equities, 
margin of safety in earnings, and price 
stability, are concerned. In this class may 
be mentioned the preferred stocks of Union 

Pacific, Canadian Pacific, Atchison, Topeka 

% to total % to total 
expenses revenues 

1923 1922 1923 1922 
Maintenancerg away Struceuresy 6. \a.0seleed eden esesscvaecetniees 16.4 16.3 12.8 13.0 
Maintenance oftedimniimaty = arses. jcc keeouleee 30.2 28.6 23.0 228 

ID Pade aii Ace ee Ue URE Cee ea 1.9 1.9 15 i 
‘Lransportattoty otto. er kes ieee i ee 47.4 48.7 S741 38.9 
etter a lucky ee ib svss wok eR, hs diac lacs dye Late tee en ens On oud 2.6 2.6 

‘T atalinolnding totheritra:s neil ene tee 100.0 100.0 100.0 100.0 

RAILROAD EXPENSES ANALYZED 

Railroad Equipment Bonds 
See Equipment Trust. 

Railroad Legislation 
The history of railroads in the United 

States is largely a matter of the conflict 
between the railroads and the Government, 
the former attempting to effect some means 
of co-operation in order to avoid unrestrained 
competition; the latter, on the other hand, 
attempting to break up forms of co-opera- 
tion, to compel competition, and at the same 
time to control rates. The Transportation Act 
of 1920 marks the beginning of a new era of 
railroad legislation and attempts to harmonize 
the interests of private capital with the 
shippers, public, and railroad labor. On page 
481 will be found an historical chart showing 
the evolutions of forms of railroad co-opera- 
tion, control and legislation since 1830. 

& Santa Fe, Cleveland, Cincinnati, Chicago 
& St. Louis, Reading Company, and Nor- 
folk & Western. 

Since railroad companies are required to 
report their earnings each month, and prop- 
erty values as determined by the Interstate 
Commerce Commission are available in many 

cases, these shares no longer constitute the 
medium for speculative funds that they 
formerly did. The Transportation Act of 
1920, by delimiting earnings, by encouraging 
consolidations, and by ordering a balanced 

rate structure, has further tended to restrict 

speculative operations in railroad shares. 
While rather large swings in both directions 

have occurred in the prices of individual 

railroad shares in the past three years, the 

general average has moved within a com- 
paratively small range. 

The names of the 76 most important Class 

—— 

lO 
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Device Used by | 
Roads to Secure Co-operation and 

Period. Prevent unrestrained Competition. 

1830-1850 

1850-1860 Agreements to maintain rates. 

1860-1870 Pooling—Traffic. 

1870-1887 Pooling—Money. 

1887-1898 Joint—Traffic Associations. 

1898-1904 Stock Control—formation of 
Securities Companies. 

1904-1918 Consolidation 
(a) By purchase 
(b) By lease 
(c) By interlocking direc- 

torates. 

1918-1920 Governmental Control Re- 
gional co-operation. 

1920- 

Form of Control 

Unrestrained Com- 

Federal R. R. Legislation. 

petition. 

Control by State 
Legislation. 

Judicial Control 

(State and Federal). 

Commission with Ad- 
visory powers. (No 
power to fix rates.) 

Act to regulate com- 

merce (1887) ; Sher- 
man Anti-Prust Law 
(1890). 

Commissions with Elkins Amendment 
mandatory powers (1903) Hepburn 
(Power to fix rates 
subject to determina- 
tion of reasonable- 
ness by Courts. 

Amendment (1906). 

Mann - Elkins 

Amendment (1910). 

Governmental Ad- Federal Control Act 
ministration (Com- (1918). 
plete powers.) 

Commission Control Transportation Act 
with Plenary Powers (1920). 
(full rate-fixing 
powers). 

EVoLUTION OF RAILROAD LEGISLATION AND CONTROL 

1 railroad companies in the United States 
(based on annual gross revenues) arranged 

in alphabetical order, follow: 
Ann Arbor, Atchison, Topeka & Santa 

Fe, Atlanta, Birmingham & Atlantic, 

Atlantic Coast Line, Baltimore & Ohio, 
Bangor & Aroostook, Boston & Maine, 

Buffalo, Rochester & Pittsburgh, Buffalo & 
Susquehanna, Carolina, Clinchfield & Ohio, 
Central of Georgia, Central R. R. of New 
Jersey, Chesapeake & Ohio, Chicago & Alton, 
Chicago, Burlington & Quincy, Chicago & 
Eastern Illinois, Chicago Great Western, 

Chicago, Indianapolis & Louisville, Chicago, 
Milwaukee &.St. Paul, Chicago & North 
Western, Chicago, Rock Island & Pacific, 
Chicago, St. Paul, Minn. & Omaha, Cleve- 

land, Cincinnati, Chicago & St. Louis, Col- 
orado & Southern, Delaware & Hudson, 
Delaware, Lackawanna & Western, Denver 

& Rio Grande Western, Detroit & Mackinac, 

Duluth, South Shore & Atlantic, Erie, Great 
Northern, Gulf, Mobile & Northern, Gulf 
& Ship Island, Hocking Valley, Illinois Cen- 
tral, International-Great Northern, Kansas 

City Southern, Lehigh Valley, Long Island, 
Louisville & Nashville, Maine Central, Michi- 

gan Central, Midland Valley, Minneapolis & 
St. Louis, Minneapolis, St. Paul & Sault Ste. 
Marie, Missouri-Kansas-Texas, Missouri Pa- 
cific, Mobile & Ohio, Nashville, Chattanooga 

& St. Louis, New Orleans, Texas & Mexico, 

New York Central, New York, Chicago & 

St. Louis, New York, New Haven & Hart- 
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ford, New York, Ontario & Western, Nor- 
folk Southern, Norfolk & Western, North- 
ern Pacific, Pennsylvania, Pere Marquette, 
Philadelphia & Reading, Pittsburgh & Lake 

Erie, Pittsburgh & West Virginia, Rutland, 

St. Louis-San Francisco, St. Louis South- 

western, Seaboard Air Line, Southern Pa- 

cific, Southern Railway, Texas & Pacific, 

Toledo, Peoria & Western, Union Pacific, 

Virginian, Wabash, Western Maryland, 
Western Pacific, and Wheeling & Lake Erie. 

Rails 

An expsession used in stock market par- 
lance and reviews to designate railroad 
stocks as a class, as distinguished from the 
“industrials,” meaning industrial stocks. 

(See Railroad Stocks.) 

Raised Bills 

Paper money the denominations of which 
have been fraudulently raised. Raised bills 
are much more frequent and persistent in 
their recurrence than counterfeits. There 
are two methods of raising the denomina- 

tions on paper money. One is to cut off the 
figures on the corners of a large denomina- 
tion and paste them over the figures on the 
corners of a smaller denomination. Another 
method is to bleach out by acid the figures 
on small denominations and skillfully insert 
higher ones with waterproof ink. Raised 
bills are much more readily detected than 
counterfeits. By knowledge of the engraved 
portraits which the genuine bills carry, it is 
a simple matter to distinguish a raised bill. 
Each denomination, of the various kinds of 
paper money carries a given engraved 
portrait. For instance, the $1 United States 
note carries the portrait of Washington; the 
$5 Federal Reserve note carries the portrait 
of Lincoln, etc. Paying tellers, receiving 
tellers, money clerks and other employees 
handling money should acquaint themselves 

with the portraits appearing on each de- 

nomination of various kinds of paper money. 
These are given in a chart under Denomina- 
tional Portraits (q. v.). 

Raised Check 

See Alteration, Check, Check Protecting 
Devices. 

Rally 

An expression used in stock market par- 

lance and literature to indicate a rise in 
prices following a sudden decline. 
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Rate 
See Bank Rate, Foreign Exchange, 

Money Market, Rate of Exchange, Redis- 

count Rate. 

Rate of Exchange 
The market or commercial price at which 

a foreign currency is quoted; the price of 
the money of one country quoted in the 
money of another. “The rate of exchange is 
that rate expressed in terms of local cur- 
rency which bills of exchange drawn on 
foreign currency payable at a foreign point, 
command.’* (See Foreign Exchange.) 

Rate of Interest 

See Interest, Money Market. 

Rating 
Grade; Classification. A credit rating is a 

letter or number used by a mercantile or 
other agency in its reports and credit rating 
books to denote the ability and disposition of 
various businesses (individual, partnership 

or corporation) to meet their financial obli- 
gations. (See Credit, Credit Rating, Grades. ) 

Ratio 

See Credit Barometrics, Current Ratio, 
Federal Reserve Statement, Mint Ratio, Re- 
serve Ratio. 

Ratio of Current Assets to Current 

Liabilities 

Same as Current Ratio (q. v.). 

Ratio of Current Assets to Total Lia- 

bilities 

One of the tests applied to a financial 
statement by bank credit men in the appraisal 
of a credit risk. The purpose of this test is 
to determine the immediate position of the 
prospective borrower in case of forced 
liquidation. Fixed assets cannot be converted 
into cash in a short time; consequently if 
the current assets are sufficient to liquidate 
the entire liabilities, the position is regarded 
as extremely sound. Thats’ to say, a‘litet 

ratio would be highly satisfactory. Wher- 
ever bonds mature within a short time and 
no sinking fund or other assets exist with 
which to redeem the issue, a 1 to 1 ratio 

between current assets and total liabilities is 
obviously insufficient, unless it is intended 
to refund the bonds. Where there are no 
fixed liabilities, this ratio will be identical 

iba iglh, \bevakeds tear 
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with the Current Ratio 
Statement Analysis. ) 

(q. v.). (See 

Ratio of Debt to Net Worth 

One of the tests applied to a financial 

statement by bank credit men in the appraisal 
of accredit risk. The purpose of this test is 
to determine the proportion of the capital 
used in the business which has been furnished 
by the owners as compared with that fur- 
nished by creditors, i. e¢., the relation be- 
tween “share capital” and “loan capital.” 
Each type of business must set its own 
standard and this ratio should be studied 
from year to year in order to determine what 

ratio is normal to it. The idea of normality 
can also be gained by comparison with condi- 
tions among other concerns in the same line 

of business. If the proportion of total debt to 
net worth is too high, business solvency is 

endangered, because earnings upon borrowed 
capital may not be sufficient to pay the cost 
of carrying it. 

Generally speaking, total debt should not 
exceed net worth. A business which has a 
low ratio of debt to net worth is in a better 
credit situation than one which has a high 
ratio. From a comparative standpoint, if the 
tendency from year to year is toward in- 
creasing net worth rather than increasing 
total debt, the condition may be regarded as 
favorable; contrariwise, as unfavorable. 

(See Statement Analysis.) 

Ratio of Fixed Assets to Net Worth 

One of the tests applied to a financial 
statement by bank credit men in the ap- 
praisal of a credit risk. The purpose of this 
test is to determine whether the investment 
in fixed assets has been furnished by the 
owners of the business. Properly the owners 
should furnish all the capital required for 
plant and in addition a considerable portion 

of the working capital, since it gives them 
greater power to expand their business and 

draw upon the credit of banks. 
Generally speaking, the higher the ratio 

of fixed assets to net worth, the better the 
condition disclosed. (See Statement Analy- 
sis.) 

Ratio of Merchandise to Receivables 

One of the tests applied to a financial 
statement by bank credit men in the ap- 
praisal of a credit risk. This ratio is deter- 
mined by dividing the value of merchandise 
by the sum of the accounts and notes re- 

ceivables. Usually these items constitute the 
greater part of the current assets, but they 
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are quite dissimilar in nature. Receivables 
represent claims against others, while mer- 

chandise represents possession of physical 

goods. The value of the former depends 
upon the credit standing of the names to 
which goods have been sold and therefore 
does not represent certain value, since ex- 

perience shows that losses are bound to 
occur in converting receivables into cash. 
Merchandise, however, represents value in 

hand, since it may be sold for cash as well 
as for credit. On the other hand, profits 
have been anticipated in receivables, whereas 
merchandise is still carried at cost or market 
(whichever is lower). While it cannot be 
absolutely stated that receivables represent 
a better asset than merchandise, under normal 
conditions where credits are cautiously ex- 

tended and where the merchandise is special- 
ized in character and subject to wide market 
fluctuations, they are ordinarily regarded as. 
superior. 

The purpose of this ratio is to determine 
the relative balance between receivables and! 
merchandise particularly with reference to 
(a) whether the business is overbuying or: 
overproducing, and (b) whether the accounts, 
are fully collectible. If receivables increase 
relatively faster than merchandise, it may 
indicate laxity in collection methods or a too 
liberal credit policy, but if merchandise in- 
creases relatively faster than receivables, 
then overbuying or overproducing may be 
indicated. Generally speaking, a swing to- 
ward receivables accompanied by a rising 
current ratio is a favorable indication. (See 
Statement Analysis.) 

Ratio of Merchandise to Sales 

Same as Merchandise Turnover (q. v.). 

Ratio of Net Profits to Net Worth 

One of the tests applied to a financial 
statement by bank credit men in the ap- 
praisal of a credit risk. The purpose of 

this test is to determine the capacity of the 

business to make sustained profits over a 
period of time. The rate of profits for a 
single year is not conclusive nor necessarily 
significant. The period of review should 
include both prosperous and depressed times. 
In applying this test, note should be taken 
of the following points: (1) whether the 
rate of net profits is normal for the type of 
business in question; (2) to what extent 
profits are due to a rise in inventory values; 
and (3) whether the trend of the ratio is 
upward, downward, or stationary. (See 
Statement Analysis. ) 
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Ratio of Plant to Net Worth 

Same as Ratio of Fixed Assets to Net 
Worth (q. v.). 

Ratio of Reserves to Liabilities 

See Reserve Ratio. 

Ratio of Sales to Receivables 
Same as Account Turnover (q. v.). 

Reaction 7 
This term is used in a specific and general 

sense. A reaction in the stock market or of 
a special stock means a reversal of the price 
trend which up to the time of the reaction 
has been upward. A temporary reaction in 
prices in an advancing market is sometimes 
said to be normal and healthy. In a general 
sense, also, reaction means a decline in the 
volume of business transacted in the country, 
i. €., a period of depression. (See Business 
Cycle.) 

Readily Marketable Staples 
As defined by the Federal Reserve Board: 

“An article of commerce, agriculture, or in- 
dustry of such use as to make it the subject 
of constant dealings in ready markets with 
such frequent quotations of price as to make 
(a) the price easily and definitely ascertain- 
able, and (b) the staple itself easy to realize 
upon by sale at any time.” (Regulation C, 
Series of 1920, A 1.) 

According to rulings of the Federal Re- 
serve Board, while non-perishable com- 
modities are not expressly restricted as 
eligible staples, banks, as a matter of prud- 
ence, should not consider as eligible any 
staple which is in its nature so perishable as 
not to be reasonably sure of maintaining its 
value as security, at least for the life of the 
draft which is drawn against it. It has been 
ruled by the Federal Reserve Board that 
automobiles, whiskey in bond, and _ sacra- 
mental wines, are not readily marketable 
staples. 

Readjustment 
This term has two meanings: 
(1) A term similar in its meaning to re- 

organization, the chief difference being that 

in the former, foreclosure proceedings and 
reorganization are forced upon a company 

by its creditors or bond and stock holders, 
while a readjustment is made voluntarily on 
the part of the security holders who realize 
that it is best for their own interests. In the 
case of a readjustment, the capital accounts 
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are modified in order to reduce fixed charges, 
but in the case of reorganization, rearrange- 
ment of finances makes _ recapitalization 
necessary. (See Recapitalization. ) 

(2) That phase of a business cycle follow- 
ing a crisis, or panic and emergency liquida- 
tion, in which the normal equilibrium be- 
tween demand and supply is in the process 
of being restored. It is characterized by a 
curtailment of production in most lines but 
in varying degrees, by achieving lower pro- 
duction costs through increased efficiency in 
labor and management, by lower prices, 
smaller profits, greater thrift exercised by 
consuming public, etc. The readjustment 
period precedes the period of recuperation 
which leads finally to prosperity. The period 
of readjustment immediately follows the 
period of industrial or business depression. 
(See Business Cycle.) 

Real Estate 

Land and buildings, and other permanent 
fixtures. Mortgage companies, real estate 
brokers, agents and operators classify land 
as between rural, farm, and urban (city) 
property. The latter also includes suburban 
property. City real estate is further classi- 
fied as essential and non-essential. Resi- 
dences, and business property (stores, offices. 

and factory sites) are essential; theatres, 
museums, club houses, churches, and other 
buildings of like character, also outlying 
vacant land, is non-essential. 

Residential property is subdivided into 
single and multiple family houses (apartment 
or tenement houses). Business property is 
subdivided into retail, wholesale, factory, and 
office buildings. Of business property, 
buildings occupied by retail stores usually 
offer the highest class of security. (See 
Real Property.) 

BIBLIOGRAPHY 

F. M. Payne: The Real Estate Educator, 
1920. 

Real Estate Board of New York 
See New York Real Estate Exchange. 

Real Estate Bonds 

Bonds secured by mortgages or trust con- 
veyances of real estate. In the investment 
sense, real estate bonds are a series of bonds 
issued in convenient denominations with a 
mortgage on real estate as security. Usually 
such bonds are issued by a mortgage or in- 
vestment company, which, in addition to fur- 
nishing mortgage security, guarantees the 
bonds by indorsement. Mortgage Certifi- 
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cates (q. v.) are a variant of real estate 
bonds. 

The investment quality of real estate 
bonds depends upon (1) the productivity of 
the mortgaged real estate; (2) the ratio of 

bonds issued to the conservative value of the 
mortgaged property; (3) whether the real 
estate is adequately insured; (4) provision 
for amortization of the loan by the mort- 
gagor, and (5) the financial standing of the 
issuing company. Where real estate bonds 
are lawfully issued and in conformity with 
conservative principles of mortgage finance, 
they are comparable in safety with mortgage 
loans, and municipal and railroad bonds. 
(See Mortgage Bonds, Mortgage Loans.) 

Real Estate Loans 

See Mortgage Loans. 

Real Estate Mortgage 
See Mortgage, Mortgage Bonds, Mortgage 

Loans. 

Realization 

The process of converting assets,—se- 
curities, receivables, merchandise, or fixed 
property, etc.,—into cash by sale. It is a 
variant of the term sale, or selling, whether 
the sale is in the ordinary course of business, 
a forced sale, or profit-taking sale. 

Realization Value 

The price at which an asset is actually 
sold, as distinguished from its book, cost, or 
inventory value; the prices realized through 
liquidation. 

Real Property 
Land, buildings and unmovable fixtures at- 

tached to land or buildings. Ownership of 
land includes ownership of minerals below 
the surface and the space above. In farm 
property, fences, wells, trees, and other un- 
movable structures are classified as real 
property. (See Personal Property, Real 
Estate. ) 

Real Stock 

“Long” stock; stock held and deliverable 
by outright or margin owners, as distin- 
guished from stock which has been sold 
short. 

Realty 
See Real Estate,.Real Property. 

Rebate 

In banking practice, a deduction, draw- 
back, allowance, if a borrower pays interest 
in. advance on a six months’ note and then 

by consent of the lender, pays off the debt 
one month before maturity. Wherever a 

note is liquidated before maturity with the 
lender’s consent, the borrower is entitled to 

receive back interest for one month. This 
is called a rebate of interest. 

Rebated Acceptance 
The same as Anticipated Acceptance 

COS vars 

Recapitalization 
In a reorganization, the finances of a cor- 

poration are recapitalized; that is, there is 
usually a cancellation of the outstanding 
capital issues which are supplanted by new 
issues. The purpose of recapitalization 
usually is to reduce the amount, and change 
the character, of bonds outstanding in order 
to decrease fixed charges; and to change the 
amount and priorities of the different issues 
of stock. (See Reorganization.) 

Recapture Clause 
Part of section 15a of the Interstate Com- 

merce Act, as amended in section 422 of the 
Transportation Act of 1920. Under this 
clause, if any carrier receives for any year 
a net railway operating income in excess of 

6 per cent. of the value of its railway prop- 
erty, it must pay over one-half of such ex- 
cess to the Commission for the purpose of 
establishing and maintaining a general rail- 
way contingent fund. The other half of 
the excess must be placed in a reserve fund. 
The carriers which earn in excess of 6 per 
cent. on property value may draw upon this 
reserve fund to the extent that its net rail- 
way operating income for any year is less 
than a sum equal to 6 per cent. of the value 
of its property devoted to the service of 
transportation. When this fund equals 5 
per cent. of the value of its railway prop- 
erty, such excess railway operating income 
as is payable to the carrier may be used for 
any lawful purpose, including extra divi- 

dends. 
This clause was sustained in a decision 

rendered in December, 1923, of the United 
States Supreme Court in an appeal taken by 
the Dayton-Goose Creek Railway Company 
(in which nineteen other large railroads 

joined) from the decision of the United 
States District Court for the Eastern Dis- 
trict of Texas. 
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The general railway contingent fund is 
not distributed to the roads earning less than 

6 per cent. on their property values, as is 
sometimes erroneously supposed, but con- 
stitutes a revolving fund from which the so- 

called “weak” roads may borrow upon giv- 

ing satisfactory security. 

Recede 

A term indicating a setback in commodity 
and security prices; a decline or shrinkage 

in values. 

Receipt 
An evidence of payment; a_ written 

acknowledgment given by one who receives 
money or other property to one who pays 
money or delivers property. The use of 
formal receipts has been practically aban- 

doned in modern business. It is more custom- 

ary for creditors to render statements of ac- 
‘count to debtors periodically, and if payment 
is made in cash, the statement is stamped, 

“Paid.” Payments are usually made by 
check, however, and since the check must be 

indorsed by the payee (creditor) it con- 

stitutes a satisfactory evidence of payment 
after it has been returned to the drawer by 
his bank. Many concerns print upon their 

statements a notice to the following effect: 

“No. receipt necessary. Your cancelled 
check is your voucher.” An ordinary receipt 
acknowledging payment of a debt, for in- 
stance, is non-negotiable, whereas a ware- 

house receipt can be assigned by indorse- 
ment. (See Cancelled Checks, Temporary 
Receipt, Trust Receipt, Warehouse Receipt. ) 

Receivables 

A general term to include the combined 
aggregate of accounts and notes receivable. 

Receiver 

A person appointed by a court, usually at 

the instance of a creditor, or group of 
creditors, to wind up the affairs of an in- 
solvent concern. In some cases where the 
insolvency is due to mismanagement and the 
concern’s condition is not hopeless, or where 
public policy demands continuance of the 
enterprise, as in the case of a public utility, 
the receiver’s duties consist in the rehabilita- 
tion of the affairs of the embarrassed con- 
cern. The receiver is at all times under the 
direction of the court and has no powers 
other than those conferred by the court. In 
reality, the receiver acts for the creditors of 
‘the concern and replaces the former manage- 
ment. From a legal point of view, the re- 
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ceiver terminates the business or continues 
it for the benefit of the creditors rather than 
for the owners. (See Receivership, Re- 

organization. ) 

Receiver’s Certificates 

Bonds sold by a Receiver (q. v.) with the 
approval of the court, to provide working 
capital for an insolvent concern, the affairs 
of which are to be rehabilitated by the re- 
ceiver. Issuing receiver’s certificates is the 
most convenient means by which additional 

capital can be secured to revive a business in 
straits, since business failures are often 

caused by a lack of adequate capital. 
In order to procure a ready market for 

receiver’s certificates, the court usually per- 
mits them to take precedence over first 

mortgage bonds, or other secured debts, es- 

pecially in the case of a railroad, or other 
public utility corporation, where public policy 
demands its continuance as a going concern. 
They are usually short term obligations and 

are sometimes secured. 
Due to the conditions under which they are 

issued and practical certainty that both prin- 

cipal and interest will be paid, receiver’s 
certificates are entitled to an investment 
rating at least equal to the first mortgage 
bonds of the same company.  Receiver’s 
certificates are not preferred claims, such as 

taxes and wages. 

Receivership 
The placing of a concern under the man- 

agerial control of a receiver appointed by a 
court and who acts for the benefit of credit- 
ors, and away from the control of the owners 
or stockholders. The immediate cause of a 
receivership is the inability of a concern to 
meet its obligations. The purpose of a re- 
ceivership may be: (1) to liquidate the as- 
sets and distribute them first to the creditors 
and then to the owners according to law; or 
(2) to rehabilitate and preserve the property 

as a going concern; that is, to place it on its 
feet by making it an income-producing unit. 

Application for a receivership may be 

initiated by a committee of general creditors, 
by the trustee for bondholders who holds the 
indenture securing bonds upon which there 
has been default in the payment of interest _ 
or principal, or by the officers of the con- 
cern itself. 

The degree of insolvency and the nature 
of the business determine whether the busi- 
ness should be liquidated or continued as a 

going concern. Courts are usually reluctant 
to liquidate businesses affected with a public 
interest, such as public utility corporations. 
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The National bank act gives the Comp- 
troller of the Currency power to appoint a 
receiver to liquidate the affairs of an in- 
solvent National bank. Insolvent National 
banks can be liquidated only in accordance 
with the provisions of the National bank 
act; 7 ¢., the Federal bankruptcy laws do 
not apply. The following excerpt is taken 
from the Act of June 30, 1876, (Ch. 156, 
sec. 1): 

“Whenever any National banking as- 
sociation shall be dissolved and _ its 
rights, privileges and franchises de- 
clared forfeited, or whenever any 
creditor of any National Banking As- 
sociation shall have obtained a judgment 
against it in any court and made applica- 
tion accompanied by a certificate from 
the clerk of the court stating that such 
judgment has been rendered and has re- 

mined unpaid for the space of thirty 
days, or whenever the comptroller shall 
become satisfied of the insolvency of the 
National Banking Association, he may, 
after due examination of its affairs, in 
either case, appoint a receiver, who 
shall proceed to close up such associa- 
tion, and enforce the personal liability 
of the shareholders.” 

Receiving Teller 
The teller, sometimes known as the second . 

teller, whose function it is to receive deposits 

of cash items from customers over the 
window. His duties are exactly opposite to 
those of the paying teller, but the two tellers 
jointly handle the inflow and outflow of the 
bank’s cash. In a commercial bank, the 

deposits over the receiving teller’s window 
consist of cash (metallic and paper money), 
checks, drafts, and matured coupons; checks 
being in the great majority. The receiving 

teller receives only those deposits which are 
the equivalent of cash, and for which the 
depositor receives credit at the time of de- 
posit before collection is actually effected. 
Checks may not be drawn on uncollected 
balances, and interest on out-of-town checks 
is deferred until collection is made. All 
items, except cash, are subject to cancella- 
tion of credit in case they are returned un- 
paid. 

The receiving teller’s responsibilities are 
second in importance only to those of the 
Paying Teller (q. v.). In receiving deposits 
he is required to observe the following points: 

(1) Compare the title of the account on 
the passbook with that on the deposit slip 
for agreement. This is important since de- 
positors may have several special accounts, 
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e. g., payroll account, dividend account, in- 
terest coupon account, , as treasurer 

account, sinking fund account, etc. 
(2) The deposit slip must be correctly 

dated. It is an original entry record and as 
such it is admissible into court as evidence. 
If found to be incorrect, the receiving teller 

should correct it. 
(3) After separating the cash from the 

checks, the cash should be counted first. 

Should the cash be in excess of the amount 
listed on the deposit slip, it is advisable to 
notify the depositor immediately over the 
telephone. The depositor’s instructions may 
be to increase the deposit by the difference, 
or to return the amount of the difference. 
If the cash is short, the amount of the de- 
posit is reduced accordingly. In this case 
the depositor should be required to submit 
a corrected deposit slip. 

After the cash is counted, the amount is 
entered on the cash sheet and the cash 
amount on the deposit slip checked to in- 
dicate that it is correct and the entry re- 
corded. While the cash is being counted, it 
should be examined for counterfeits and 
raised bills. 

(4) Prove the checks with their listing on 
the deposit slip, or with the adding machine 
list accompanying it. While theoretically, 
the receiving teller should examine the in- 

dorsement of all the checks deposited, it is 
usually only practical for him to examine 
the indorsement upon the last check in a 
bundle. Whenever checks in large volume 
are deposited, they are not examined in de- 
tail at the time of receipt, because of the 
time it would consume. Entry is made in 
the passbook to correspond with the deposit 
slip and is subject to revision, if later found 
to be incorrect. The work of detailed ex- 
amination of a check is left to the receiving 
teller’s clerks, or to an hour in the day when 

the receiving teller is not busy at the window. 
In practice, it is only possible for the re- 
ceiving teller to verify the actual cash with 
each deposit, the checks being examined and 
proved, in case of volume, by means of the 

Block System (q. v.). 

Recoinage 
The melting of abraded, mutilated, and 

short weight coins, and manufacturing them 
into new coins. This expense is borne by 
the Government mint. (See Light Coins, 
Light Gold.) 

Reconcilement of Accounts 
The verification by a bank of its accounts 

with depositors. Periodic reconcilement of 
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accounts is one of the important tests of 
clerical efficiency and accuracy in handling 

bank accounting transactions. The most ap- 
proved and convenient means of reconciling 
accounts is to attach a-reconcilement blank 

as a stub or separate form to each statement 
of account as rendered. These are usually 
forwarded to customers monthly or other 
period, or when they call in person. The 
reconcilement blank requests the customer 

to report the correctness of the statement 

immediately and to note any errors. When 
the reconcilement blank is returned signed, 

a mutual verification of accounts has been 
established. If errors are reported the bank 
can proceed to trace and investigate them, 
and if in error, the difference is adjusted. 

The following is a typical form of recon- 

cilement blank: 

RECONCILEMENT BLANK 

Please Return Promptly 
PPAR ake auet 8 LO ea: 

NO 9) igs DORR onal RR BANK. 
Your accounts rendered to the close 

OL DUSINEES Me cee eee showing balance 
eas ay Veber CUTE eit crcee ce erteee, agree with 

our books, with the exceptions noted below. 
Yours truly, 

(Authorized Signature. ) 
Please use signature of 
Officer or Principal as 
now authorized to us. 

Reconstruction 

This term has two meanings: 

(1) A term used in much the same sense 

as readjustment; meaning that phase of the 
business cycle in which business is attempt- 
ing to restore the normal equilibrium be- 
tween supply and demand. (See Readjust- 
ment. ) 

(2) The English equivalent of the Ameri- 

can term Reorganization (q. v.). 

Recourse 

In general, the term indicates that a 
transaction, such as a purchase or sale, is 

made conditionally ; for instance, that a buyer 
accepts an article from a seller with the 
provision that if it is not what it is repre- 
sented to be, the buyer is entitled to a can- 
cellation of the contract, or to compensation 

for any loss sustained thereby. 
In banking, the term is used in a certain 

form of conditional indorsement. Whenever 
an indorser wishes to protect himself against 
any default or technical irregularity on the 
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part of any other indorser, he gives his in- 
dorsement to a check or draft “without re- 
course.” (See Indorsement. ) 

Recovery 
This term has three meanings: 
(1) Whenever a bank collects a note, or 

a part payment thereon, that has been pre- 
viously written off as a loss, and charged to 
undivided profits, it is known as a recovery. 
Since the amount of such a recovered note 
has already been charged to undivided profits, 
it is allowable to credit the undivided profits 
account for the amount recovered. 

(2) As used in financial reviews, the term 
signifies an advance in prices following a 
previous decline. 

(3) In a broad commercial sense, the 
term is roughly equivalent to business re- 
vival or recuperation. It indicates a period 
of business betterment following a period of 
liquidation and depression. (See Business 
Cycle.) 

Redeemable 

Both bonds and preferred stock are some- 
times issued with the redeemable feature; 

that is, optional retirement before the obliga- 
tory maturity. (See Callable Bonds, Op- 
tional Bonds, Preferred Stock.) 

Redeemable Bonds 

See Callable Bonds, Optional Bonds. 

Redemption 

The act of redeeming a debt; payment of 
a debt; retirement of an issue of bonds or 

notes. The cancellation of a debt whether 
on a date prior to maturity, or upon the 
date of obligatory maturity. 

Redemption Agent 
An officer in the United States Treasury 

at Washington, who is charged with the de- 
tails of receiving from and issuing to 
National banks, all circulating bank notes, 
and who maintains all necessary books of 
record in connection therewith. It is only 
through the redemption agent that National 
bank notes which are unfit for circulation 
can be presented for redemption and reissue. 
Federal Reserve banks supply all other forms 
of money. 

Formerly this name was applied to a 
National bank located in a central reserve 
or reserve city which was designated to re- 
deem the National bank notes of other 
National banks not located in such cities. 
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The Act of June 20, 1874 abolished this 

practice, and National bank notes are now 
redeemable only at the bank of issue or at 
the Treasury Department in Washington. 

Redemption Bonds. 

Practically the same as Refunding Bonds 

(q. v.). To be precise, the term redemp- 

tion bonds should be reserved for issues sup- 

planting those called for redemption, whereas 

the term refunding bonds should be reserved 

for those supplanting maturing issues. Re- 
demption bonds are not to be confused with 
redeemable, 1. ¢., optional bonds. 

Redemption Check 

A special form of check issued by banks, 
members of a clearing house association, in 

payment of items which have passed through 
the clearing house, but which are not ac- 
ceptable by the drawee bank because of 
technical irregularities or invalidities, and 

therefore returned. Redemption checks are 
payable only to members of the clearing 
house association, are not negotiable, and 

are payable only through such clearing house 
association. 

Redemption Fund 

This term is used in several different con- 
nections. The Federal Reserve Act requires 
that a redemption fund be maintained by 
each Federal Reserve bank with the United 
States Treasurer, for the redemption of 
Federal Reserve notes, in case they are pre- 
sented to the U. S. Treasurer for payment. 
This fund must be equivalent to at least 
5 per cent. of the amount of notes outstand- 
ing. The same provision applies to Federal 
Reserve bank notes, and National bank notes. 

(See Five Per Cent. Redemption Fund, 
Federal Reserve Bank Notes, Federal Re- 

serve Notes, National Bank Notes.) 
The Gold Standard Act of 1900 provides 

for the redemption in gold coin of United 
States notes or “legal tenders” when pre- 
sented to the Treasury. In order to secure 
prompt and certain redemption of these 

notes, the Secretary of the Treasury is re- 
quired to set apart in the Treasury, a re- 
serve fund of $150,000,000 in gold coin and 
bullion, which may be used for this purpose 
alone. If, on account of redemption of these 
notes, the fund falls below $100,000,000 the 
Secretary of the Treasury is authorized to 
restore the fund to the original amount by 
issuing United States bonds therefor. (See 
Gold Standard Act of 1900.) 
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Rediscount 

A term given to the process of discounting 
a second time, commercial paper (notes, ac- 

ceptances, and bills of exchange) by one 

bank for another, or by a Federal Reserve 

bank for a member bank; also to such re- 

discounted paper itself. Since the Federal 
Reserve System has been in operation the 
term applies almost solely to the discounting 
of paper by a Federal Reserve bank for a 
member bank. In substance, however, any 
note is rediscounted whenever an indorser 

negotiates it. 
Even before the Federal Reserve System, 

rediscounting was a common practice among 
banks. Banks which had exhausted their 
loanable resources or lacked sufficient funds 
to meet their obligations, resorted to this 
practice as an expedient to obtain additional 
funds. Consequently, it was often regarded 
as an evidence of weakness on the part of 
the borrowing bank. 

Rediscounting is one of the chief features 
and facilities offered by the Federal Reserve 
System (q. -v.). Section 13 of the Federal 
Reserve Act empowers Federal Reserve 
banks to discount notes, drafts, and bills of 
exchange for agricultural, industrial, or com- 
mercial uses and known as Eligible Paper 
(q. v.), as distinguished from paper issued 
for the purpose of carrying or trading in 
real estate, stocks or bonds other than Gov- 
ernment bonds, or other non-commercial 

transactions. The tests of eligibility for re- 
discount are largely left to the Federal Re- 
serve Board for definition, and are described 
in detail in the Federal Reserve Board Regu- 
lations (q. v.), and in the opinions of its 
counsel. 

The rediscount process practically insures 
adequate banking accommodations to all 
legitimate commercial borrowers; since eli- 
gible paper carried by member banks is 
always subject to rediscount, thus constitut- 
ing a secondary reserve. Rediscounts in the 
possession of Federal Reserve banks becomes 
the collateral basis for the issue of Federal 
Reserve notes, which constitute the only 
elastic currency medium of the country. 

There is no limitation on the aggregate 
amount of commercial paper which a mem- 
ber bank may rediscount with a Federal Re- 
serve bank, except for paper issued for agri- 
cultural purposes or based on live stock and 
having a maturity not exceeding six months. 
This is limited in the discretion of a Federal 
Reserve bank to 99 per cent of the borrow- 
ing bank’s capital stock. The limitation upon 
the amount of rediscounts allowable under a 
single name is the same as applies to 
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National bank loans to one borrower. (See 
Limitations on Bank Loans, Rediscount 

Rate. ) 

Rediscount Rate 

The rate of interest (or discount) charged 
by a Federal Reserve bank for rediscounting 
commercial paper, or for advances made 
with commercial or Government paper as 
collateral, for member banks. The rate may, 

and usually does, vary in the separate Fed- 

eral Reserve districts, each Federal Reserve 

bank having power to change the rate ap- 
plicable within its district, with the ap- 

proval of the Federal Reserve Board. 
For advances as distinguished from re- 

discounts, the rate may also vary according 
to the class of collateral offered, which is 

usually classified as follows: (1) commercial 

paper; (2) bankers’ acceptances; (3) United 
States certificates of indebtedness; and (4) 
United States war loan bonds. But unless 
otherwise specified, the term refers to the 
rate on commercial paper security. 

The rediscount rate is dependent upon 

several factors, among which are the open 
market rate for commercial paper and bank- 
ers’ acceptances, the rate on call and time 
loans secured by Stock Exchange collateral, 
and the Federal Reserve ratio of reserves to 
deposit and note liabilities. There is no bet- 
ter index of regional credit conditions than 
that furnished by the ratio of reserves to 
combined deposit and note liabilities of the 
separate Federal Reserve banks. As a gen- 
eral principle, a high ratio of reserves to de- 
posit and note liabilities, indicates easy credit 
conditions, and as the ratio rises, the redis- 

count rate may be safely lowered. Con- 
versely, a low ratio of reserves to deposit and 
note liabilities, especially when near the legal 
minimum, indicates that the resources of the 
bank have already been largely utilized, 
whence a higher rediscount rate becomes 
necessary as a means of discouraging further 

borrowing. The rates of discount effective 
at the central banks of Europe, particularly 
in England, also may lend the weight of 
their influence. 

There has been considerable controversy 
concerning the relation which should exist 
between the rediscount rates of the Federal 
Reserve banks and open market rates. The 
central banks of Europe have long followed 
the practice of keeping the rediscount rate 
slightly above open market rates. The theory 
underlying this principle is that the redis- 
count privilege at the reserve or central 
banks should be used only in times of stress 
or credit expansion; that in normal times the 

central reservoir of credit should remain un- 
touched, member banks furnishing whatever 
accommodation is required without resorting 
to rediscounting. In other words, the re- 
discount rate should be above open market 
rates as a means of discouraging rediscount- 
ing except when necessary, since the process 
would always be unprofitable to the borrow- 
ing banks. If rediscount rates are below the 
open market, rediscounting becomes a pro- 
fitable transaction, and member banks are 
likely to be stimulated to resort to the privi- 
lege, when there is no need for it. In the 
United States, however, it is somewhat diffi- 
cult to determine which class of paper should 
be taken as representative of the true open 

market rate. (See Progressive Discount 
Rates, Rediscount.) 

Redraft 

The name given to a draft which is drawn 

on the drawee of a bill of exchange for the 
amount and protest fees of a previous draft 
which the drawee (who was to have paid it) 

dishonored. 

Refined Sugar 
See New York Coffee and Sugar Ex- 

change. 

Refunding 
The process of refinancing a debt which 

cannot conveniently be paid when due. More 
especially it consists of selling a new issue 
of bonds from the proceeds of which a 
maturing issue will be retired. Railroads 
and other public utility corporations secure 
a large part of their capital by means of 
bond issues which are never intended to be 
permanently retired. Instead, capital is per- 

manently secured by the refunding process, 
which ‘is legitimate finance where property 
values are kept intact. (See Refunding 
Bonds. ) 

Refunding Bonds 
Bonds issued for the purpose of providing 

funds to retire bonds previously issued and 
about to mature. Refunding bonds should 
not be authorized to exceed the amount of 
the original issue (except when mortgages 

are consolidated), and should be for the same 
purpose. To make clear the purpose of a 
refunding issue, it is advisable that the title 
be clarified by adding a word descriptive of 

such purpose; thus, refunding water bonds, 
or refunding first mortgage bonds. Before 

investing in refunding bonds, an investigation 
of the legality of the refunding issue, as well 

Ea eee 
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as the status of the original bonds is ad- 
visable. 

In the case of civil refunding bonds, 17. e., 
bonds of states, counties, and other political 
subdivisions, an arbitrary statutory limit is 
placed on their term in some states. In fact, 

some states and their political subdivisions 
are altogether prohibited from issuing re- 

funding bonds. In no case should civil re- 
funding bonds be allowed when the asset pur- 
chased by the proceeds is not permanent. 
Refunding bonds issued to replace bonds the 
proceeds of which were used to acquire 
parks, playgrounds or land for streets are 
justifiable and permissible, but not for school 
buildings, fire stations and apparatus, etc. 

Refunding First Mortgage Bond 

A refunding bond (usually issued by a 

railroad or public utility corporation) which 

is secured by a first mortgage and having, 

therefore, the same security as the issue 

whose place it takes. Refunding first mort- 

gage bonds are not to be confused with First 

Refunding Mortgage Bonds (q. v.). 

Regional Bank 
Each of the twelve Federal Reserve banks 

is known as a regional bank, or regional re- 

serve bank, because each serves a single, 
clearly defined Federal Reserve district. Be- 
fore the passage of the Federal Reserve Act, 
two plans were proposed. One recommended 
the establishment of one central reserve bank 
(the Aldrich Plan), such as exists in Eng- 
land, France and Germany. The other pro- 
vided for “regional banks, each to be oper- 
ated by a different board of directors and 
owned by member banks within its dis- 
trict.’ The latter was adopted in order to 
prevent concentration of control in the East. 
Although each regional bank is a separate 
institution and serves a given territory, co- 
operation of the twelve regional banks is 
secured through control by the Federal Re- 
serve Board. For instance, this body has 
power to require one Federal Reserve bank 
to rediscount the discounted paper of an- 
other. Thus, the regional banks combine the 
features of centralization and decentraliza- 
tion. 

Registerable as to Principal Only 

When the principal, and not the coupons 
of a bond may be registered in the name of 
the owner, it is said to be “Registerable as 
to principal only.” (See Registered Bonds, 
Registered Coupon. Bonds.) 

Registerable Bonds 
See Registered Bonds. 

Registered Bonds 
Classified as to form, bonds may be regis- 

tered or coupon bonds. Registered bonds 
may be subdivided into those which are 
“registered both as to principal and interest,” 
and “registered as to principal only.” 

In a registered bond the name of the 
owner is written on its face and it cannot be 
negotiated except by indorsement and trans- 
fer on the books of the issuing organization. 
In other words, registered bonds are trans- 

ferred in the same manner as a stock certi- 
ficate. The bonds contain a form of assign- 

ment and transfer on the reverse side. 
Registration is usually a privilege offered 
optionally in the sale of certain issues of 
coupon bonds to appeal to those investors 
who may wish to avail themselves of the op- 
portunity to protect the equitable owner, in 

case of theft. 
The registration of bonds necessarily en- 

tails the maintenance of complete records by 
the issuing organization. Usually, therefore, 
a bank or trust company is appointed to act 
as registrar. The registrar maintains the 
necessary records which show the owner’s 
name and address, and when sales occur, 1. ¢., 

the name of the transferor and transferee. 
In this way, the ownership of each bond can 
be traced. 
When bonds are registered as to principal 

only, coupons are attached, but such coupons 

are negotiable by delivery just as those de- 
tached from coupon bonds. The principal, 
however, can only be negotiated by indorse- 
ment and transfer of title to the buyer on 
the books of the registrar. These are known 

as registered coupon bonds. 
When bonds are registered both as to 

principal and interest, no coupons are at- 
tached. Checks for interest are remitted to 
the registered holder at each coupon date 
and for the principal at maturity. 

The market price of registered bonds is 
usually somewhat less than coupon bonds of 
the same issue, because of the inconvenience 
incident to transfer. 

Registered Coupon Bonds 
Coupon bonds which are registered as to 

principal only. Coupons attached to such 
bonds are negotiable by delivery, and are 
payable to bearer, just as those attached to 
coupon bonds. 

Registered Stock 
Stock which cannot be transferred without 

placing the signature of the owner upon the 
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books of the issuing corporation and delivery 
of the certificate. The owner of the certi- 
ficate may, however, appoint an attorney to 
act in his stead. 

Registrar 
See Stock Registrar. 

Registration of Mortgages 
According to the New York Banking Law, 

“every mortgage and every assignment of a 
mortgage taken or held by a savings bank 

shall immediately be recorded or registered 
under the Land Registration Law in the 
office of the proper recording officer of the 
county in which the real property described 
in the mortgage is located.” 

See Torren’s System of Land Title Regis- 
tration. 

Registration Privilege 
See Registered Bonds. 

Regular Collateral 
See Collateral. 

Regular Dividend 
See Dividend, Extra Dividend. 

Regular Lot 
The standard unit of trade on a stock or 

produce exchange; the full or Board Lot 

(q. v.). 

Regular Way 
One of the methods of trading on the New 

York Stock Exchange. (See Methods of 
Trading.) 

Regulations of the Federal Farm 

Loan Board 

See Federal Farm Loan Board Rulings 
and Regulations. 

Regulations of the Federal Reserve 

Board 
See Federal Reserve Board Regulations. 

Rehy pothecate 
To repledge; to pledge collateral a second 

time. Whenever a bank, broker, or other 

lender advances funds against collateral (in 

the form of stocks, bonds, or notes) and 
uses the collateral so pledged to secure in 
turn a loan from another lender, the process 
is called rehypothecation. The most typical 
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example of rehypothecation is that which oc- 
curs when stock exchange brokers repledge 
collateral held as security against balances 
due on margin accounts with a bank as se- 
curity for a loan. Member banks sometimes 
pledge securities held against customers’ 
loans as collateral for loans from a Federal 
Reserve bank. Rehypothecation is usually 
legal, provided notice is given to the bor- 
rower, and actual conversion does not take 
place. (See Hypothecate, Pledge.) 

Rehypothecation 
See Rehypothecate. 

Reichsbank 

The Imperial Bank of Germany. 
Bank of Germany.) 

(See 

Reichsmark 

Same as mark. 

Germany. ) 
(See Foreign Moneys— 

Reimbursement Draft 

A draft remitted by a foreign bank in pay- 
ment of items (bills of exchange, checks, 
postal orders, etc.), forwarded to it for col- 
lection. Eor example, suppose bank “A” in 
New York sends a draft for one thousand 
pounds to bank “B” in London for collection, 
with instructions to remit the proceeds by 
draft. Bank “B,” upon collecting the funds, 
will forward a draft to bank “A” drawn 
upon a domestic bank, perhaps bank “A” 

itself, for one thousand pounds, less collec- 
tion charges. 

Reinvestment 

Buying additional securities with the in- 
terest and dividends on present holdings, or 
new securities with the proceeds of sale, or 
funds realized upon maturity of old ones. 
The term usually refers to the investment of 
the principal of bonds which have matured, 
or interest derived therefrom. Since the 
heaviest bond and interest coupon maturities 
fall on January and July first, a large de- 
mand for reinvestment of capital occurs at 
these periods. 

Reis 

A Brazilian and Portuguese money. 
Foreign Moneys.) 

(See 

Release 

In general, the relinquishment or discharge 
of a contract or agreement due to its satis- 
factory fulfillment, or otherwise. A mort- 
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gage is released when the holder has re- 
ceived payment for the debt. Evidence of 
the release is given by the execution of an 
instrument called, “Release of Mortgage,” 
signed by the mortgagee and recorded in the 
office of the Registrar of Deeds. 

Remainder-Man 

The person who receives the principal (or 
corpus) of an estate in accordance with the 
terms of the trust created by the benefactor 
(trustor). The remainder-man may come 
into possession of the estate upon the death 
of the life tenant, or at the end of a certain 
period designated in the trust. It is the duty 
of a trustee to harmonize the interests of 
both the life tenant and the remainder-man 
and to preserve the principal of the estate 
intact for the remainder-man. (See Trusts.) 

Remargining 
Placing additional margin against a loan 

collateralled by securities which have de- 
clined in value. In stock exchange loans the 
amount of the margin must be kept con- 
stantly good. If there is a decline in the 
market, the borrower is required to furnish 
additional securities, or to pay a part of the 
loan. (See Margin.) 

Remedy Allowance 
A technical term used by the British mint 

to indicate the variation from the exact 
weight and fineness of a coin, as defined by 
the Coinage Act, allowed from the weight and 
fineness when actually produced. In gold 
coins, the remedy for fineness is two parts in 
one-thousand and for silver coins, four parts 
in one-thousand. The remedy allowed in 
weight per English sovereign is 0.20 of a 
grain. 

In the United States the legal variation al- 
lowed in coinage is known as the “Remedy 
of the Mint.” (See Tolerance.) 

Remittance 

This term has two applications: 
(1) In general the term applies to any 

form of payment in cash, or its equivalent, 

in satisfaction of a debt, which is forwarded 

from one point to another. 
(2) In banking practice the term is fre- 

quently used to indicate the forwarding for 
credit of deposits (checks, cash, money 

orders, matured coupons, etc.) by customers 

through the mails, although more properly 
restricted to a check from a bank in pay- 
ment of the proceeds of checks previously 
sent to it for collection. 
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Remittance Account 

Among transit and collection departments 
this term is used to indicate a collecting agent 
or correspondent with whom arrangements 
have been made to remit by check in pay- 
ment of the proceeds of checks previously 
sent to it for collection. Such collection 
agents are to be distinguished from those 
with whom arrangements have been made to 
offset items sent for collection by charges to 
their accounts on the books of the forward- 
ing bank. 

Remittance Letter 

See Return Remittance. 

Remonetization 

The endowment of a metal with the power 
of acting as a monetary standard, 1. e., per- 
mitting its coinage without limit as to 
quantity and giving the coin manufactured 
from it full legal tender powers, after such 
coin has once been deprived of this power by 

reason of being degraded to the rank of 
token money. (See Demonetization.) 

Renewal 

When a bank extends a loan by permitting 
a borrower to substitute a new note for a 
maturing note, the new note is called a re- 
newal. The renewal of a loan should always 
entail the cancellation of the maturing note 

and the making of a new one, and book- 
keeping records should show such cancella- 
tion and renewal. In many classes of loans, 
renewals are regularly expected. Real estate 
mortgage loans, both on farm and urban 
property, and live stock loans are usually 
subject to renewal. The buyer of commercial 

paper sold in the open market by note 
brokers is under no obligation to renew. 

(See Frozen Credits.) 

Renewal Bonds 

Bonds issued to extend a maturing issue; 
another title for what are virtually extended 
bonds and are practically equivalent to re- 
funding bonds. (See Extended Bonds, Re- 
funding Bonds.) 

Renewal Rate 

The. rate which standing call loans in the 

New York call money market carry for the 
day. The rate is fixed each day by a com- 
mittee of brokers on the floor of the ex- 
change. The rate fixed on Friday stands 
over Saturday and Sunday; that fixed on a 
day previous to a holiday holds good for the 
holiday. (See Call Money Market.) 
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Rentes 

This term has two applications: 
(1) A name given to the annual interest 

payable upon the bonded debt of the Gov- 
ernments of France, Austria, Italy, Greece, 

and a few other countries. 
(2) By extension of the above meaning 

the term also applies to the Government se- 
curities themselves; for example, French 
Rentes. These occupy the same position in 
France as Government bonds in the United 
States, or consols in England. 
The majority of French Government bonds 

are known as rentes, many of which are per- 
petual issues, and a few of which are even 
without optional redemption provisions. 

Reorganization 

A financial readjustment of a corporation, 
due to actual or threatened insolvency or 
foreclosure, in order that the corporation 
may continue as a going concern under more 

favorable conditions, through the establish- 
ment of a proper balance between income 

and outgo. The aim in reorganization is to 
re-establish a balance in the corporation’s 

budget. This is usually achieved by (1) a 
change in management, (2) reduction of 
fixed charges by scaling down the capital 
issues or through the substitution of new 
contingent for former fixed obligations, or 

both. 
W. H. Lough defines reorganization as “A 

rearrangement of the company’s liabilities so 
as to make them conform more closely to 
the assets and earnings ... a new financial 
plan which replaces the old plan that has 
proved faulty.* A United States Court has 
defined reorganization as “An effort of the 
security holders independent of the closing 
out of the old corporation, to replace the 
company upon a firm and stable financial 

footing.” 
The principal causes leading to the neces- 

sity for reorganization among industrial cor- 
porations are (1) over-capitalization (es- 
pecially errors in capitalization which in- 
volve excessive fixed charges), and (2) 
over-production combined with disastrous 
competition. Among railroads, the chief 
causes of reorganization have been over- 
capitalization through excessive bond issues, 
and prolonged business depressions. The 
special causes necessitating railroad reorgani- 
zation are (1) the accumulation of large or 

pressing floating debt; (2) too rapid ex- 
pansion, and (3) unexpectedly low earnings. 

No class of business organizations has re- 
— 

* Business Finance, p. 593. 

* than railroads. 
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sorted to reorganization more persistently 
More than 40 per cent. of 

the railway mileage of the United States 
underwent reorganization during the depres- 

sion following the panic of 1893, and ap- 
proximately one-half of the railroad com- 
panies of the United States have at one time 
or another been reorganized. 

The most usual specific objects to be ac- 
complished in a reorganization are: (1) to 

raise additional capital; (2) to reduce fixed 
charges; (3) to pay off floating debt; (4) 
to eliminate unprofitable departments of the 
business; (5) to scale down the capital issues 
or substitute contingent obligations for fixed 
ones; and (6) to balance the budget. In 
order to reorganize a corporation, funds are 

needed to pay off pressing obligations and to 
purchase needed equipment and supplies. This 
money is usually obtained through the sale 
of Receivers’ Certificates (q. v.), which take 
priority over all other obligations. These 
are sold to bankers who therefore occupy 
the strongest position among the creditors. 

The chief rules to be observed in a re- 
organization plan are: (1) the maximum 
charges under the reorganization should ap- 
proximate minimum net earnings under the 
old regime; (2) the junior security holders 
should suffer the heaviest losses; (3) the 
nominal value of outstanding securities need 
not be reduced, provided contingent obliga- 
tions are substituted for fixed ones, and (4) 
bondholders whose claims have been re- 
duced should be given an opportunity to 
participate in future increased earnings of 
the property by giving them shares of stock 
for a portion of the old bonds which are 
cancelled. (See Receivership.) 
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Reorganization Bonds 
Same as Adjustment Bonds (q. v.). 

Reorganization Committee 

A number of persons selected by the se- 

curity holders and given broad powers to act 

for them in working out the plans of a Re- 
orgamsation (q. v.). In a reorganization 

the securities are deposited in trust in ac- 
cordance with the reorganization plan and 
under a bondholder’s or stockholder’s agree- 
ment. 
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Repledge 
To rehypothecate; to pledge collateral a 

second time; when a lender who holds col- 
lateral as security for a loan, becomes a 
borrower, and deposits the same collateral 

as security therefor, the collateral is re- 
pledged; to deposit securities pledged as 

collateral against customers’ loans, as by a 
bank or broker, from another institution, as 
collateral for a loan. (See Rehypothecate. ) 

Representative Money 
Paper money issued against, and secured 

by, gold or silver deposited in the United 
States Treasury, or other public depository, 
in amounts sufficient to redeem such money 
in full. Gold and silver certificates are ex- 
amples of representative money, since they 
are payable on demand, and sufficient gold 
and silver is deposited to redeem them in 
full. Other forms of United States paper 
money, although amply secured by bonds, or 
other collateral and payable in lawful money, 
are not representative money because not 

supported by a 100 per cent. metallic re- 
serve. (See Money, United States Money. ) 

Repudiating States 
See Repudiation. 

Repudiation 
Wilful refusal to pay a debt. The dis- 

honor or rejection of an obligation or con- 
tract, as distinguished from an unavoidable 
failure or Default (q. v.). Repudiation may 
be complete or partial. The term is usually 
applied to the refusal of a government or 
civil subdivision thereof to pay a bonded 
obligation. Whenever a sovereign power, 
¢. g., a national government or state, repudi- 
ates its debts, the citizens who have bought 
its bonds have no recourse, since an in- 

dividual has no power to sue a sovereign 

power without its consent. A municipality, 
however, may be sued. 

Although a national government may re- 
pudiate its obligations, very few instances 
of such repudiation are on record. The 
United States has never repudiated any of 
its bonds. Several of the states and certain 
counties have been guilty of repudiation, il- 

legality of the issue being the chief excuse. 
According to Lawrence Chamberlain, there 
were two periods of repudiation in the 

United States; the first was from 1837 to 
1844, due to the depressed conditions which 
followed the panic of 1837, and the second 
from 1870 to 1884 which is characterized as 
a “period of bad faith.” - 

Repurchase Agreement 

This term has two applications: 
(1) Bonds are sometimes sold by one bank 

or investment house to another with the 

privilege of repurchase. This transaction is 
tantamount to securing a loan equal to 100 
per cent. of the collateral offered. For in- 
stance, should an investment house desire to 
borrow funds with bonds as collateral, it 
may, instead of applying for a loan, arrange 
to temporarily sell them to a bank with an 
agreement to repurchase them at the same 
price at some specified future date—when 
the need for the funds has passed. When 
such an agreement is concluded, the bank 
purchases the bonds outright at a flat price, 
or flat price plus accrued interest, with an 
agreement to sell them back to the borrow- 
ing institution at the same price upon the ex- 
piration of a certain period plus interest at 
a stipulated rate. The price agreed upon for 
purchase and resale is usually the prevail- 
ing market price, or a few points below. 

The following is a typical form of Bond 
Repurchase Agreement: 

AGREEMENT MADE THIS 
Peak DS: DAY OR ies waa meee so 

PHOT H EHO E EEO HEE O EEE EH EEE HEE EEEED HERES E EEE ESEEE SEES EEE® 

WHEREAS, in consideration of the 

agreement to purchase hereinafter expressed 
Beers bt WARP 9 dicey pro Bank has this day agreed to 
Purchase trom <.:.ccss teenie Ce tee 

$00,000,000 par value, 3rd Liberty 4%4’s 
due September 15, 1938 

at at DEICe Ole ech eats ena Hats 
WAS oe Ndieet, we SG, ae Bank hereby agrees to re- 

selltsaidvlot-of/ bonds’ to themtct hase 
on or before 60 days from the purchase date 
at (thensanie prices .c.0c eet flat, plus in- 
terest on the purchase price at the rate 
Ott Aiea ae per cent. per annum and the 
SAIC Mets ORAM Ca etre ine hereby agrees to re- 
purchase said lot of bonds from the .............. 
Bank on or before 60 days from the selling 
dateAae Che maids price .aaawiie nace flat 
plus interest on the sale price at the rate 
Cit Sees per cent. per annum. 

ANSE gee! ae ath ee ie BANK 
NS Ah eed ee Oo Sy RAINE 

Cashier. 

(2) Member banks may borrow from a 
Federal Reserve bank through the instru- 
mentality of a repurchase agreement, which, 
to all intents and purposes, is a collateral ad- 
vance. Eligible collateral is of four classes: 
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Liberty Bonds, certificates of indebtedness, 

bankers’ acceptances, and eligible commercial 

paper. | 
The form of repurchase agreement used 

by Federal Reserve banks is as follows: 

New-York, Aite nication AS ha 

TO, FEDERAL RESERVE BANK, 

NEW YORK, N. Y. 
The Bank hereby offers 

TOP FEUISCOUML 8 Oliiartyeree rates days from date 
the bills and/or notes which are listed in 

this application ‘and ABrees. OM Giss..scevesessnesenavees 

Uc ih ie L era te 19............ to pay you the face 

value of the same which are thereupon to be 

released to us. If such payment is not made 

on said date, you are hereby authorized to 

charge to our account the face value of said 

bills and/or notes and to hold them for col- 

lection for our account, subject to our order. 

Bal R Ue Ss i ca Nt ean ey Bank 

SOCORRO HERO H HEHEHE OE OHO EEE O TEESE SOE E SEES 

Cashier. 

Pee e esse eeraseeeresesseseeee 

Reservation 

In printing bond circulars it is customary 
for the issuing investment house or syndicate 
to append a statement to preclude any lia- 
bility which may accrue because of mis- 
statements or inaccuracies which may be 
contained. Typical examples of such reser- 
vations are: 

“The information contained in this cir- 
cular is not guaranteed, but is believed to 
be correct.” “The statements and figures 
presented herein are not guaranteed, but are 
taken from sources which we believe to be 
accurate.” “All information given herein is 
from official sources or from sources which 

we regard as reliable, but in no event are the 
statements herein contained to be regarded 
as representations of the undersigned.” “The 
statements contained herein are based upon 
information which we consider entirely 
trustworthy. While we do not guarantee the 
information, we believe it to be correct.” 

Reserve 

This term has four applications: 

(1) In accounting, a reserve as distin- 

guished from Reserve Fund (q. v.), is an 

account appearing among the liabilities to 

indicate a reservation of profits. Usually a 

reserve account is specially earmarked to 

designate its purpose but represents neither 

cash nor other assets in particular. It is a 

part of the proprietorship set aside out of 

earnings to prevent its distribution as divi- 
dends. 

(2) In insurance, the reserve is an ac- 
cumulating fund from such portions of 

premiums as are not currently used to pay 

death claims and expenses, but held for the 

credit of policy-holders in future years. 

(3) In banking, the term is used in several 

applications, but each has a technical mean- 

ing quite different from the term used in 

accounting and insurance. A bank reserve 

is an asset in the form of a cash balance 

maintained in a bank’s own vault or de- 

posited with a compulsory or optional de- 

pository or depositories representing a cer- 

tain proportion of the bank’s deposits. In 

the United States, the amount of reserve 

against demand and time deposits, the method 

of its computation, the place of deposit, and 
composition (for Federal Reserve banks), 

are prescribed by law. In Canada, England, 

and most of the European countries, how- 

ever, the amount of reserve against deposits 

is not regulated, but is left to the discretion 

of the individual banks. 

Deposit reserve requirements did not exist 
in the United States until after the panic of 
1857 ; but thereafter, due to the insistence of 
public demand for prescribed reserves, many 

of the states modified their banking laws by 
fixing legal reserve requirements. The prin- 

ciple of legal minimum reserves against de- 
posits, which was one of the leading features 
of the National Bank Act of 1863, became 
firmly established at that time. 

The purpose of required reserves is to 
maintain the confidence of the depositors in 
the ability of the banks to pay in cash. It 
is also a deterrent to unhealthy expansion of 
loans, since deposit credits cannot be ex- 
tended to an amount exceeding the legal 
ratio of reserves to deposits. It is therefore 
a safeguard against unsound inflation of 

credits. A bank reserve cannot be regarded 

as an emergency fund to be used in times of 
credit stress, because it must be continually 
kept good, and cannot be drawn upon. The 
one exception to this rule is the Federal Re- 
serve banks, which with permission of the 
Federal Reserve Board and under certain 
penalties, may temporarily suspend their re- 

serve requirements. With the privilege of 
rediscount under the Federal Reserve Sys- 
tem, however, the reserves of member banks 
are far from being rigid. 

The reserve requirements of members of 

the Federal Reserve System are determined 
by the class of city in which they are located, 
as follows: 
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Against Against 
demand time 
deposits deposits 

Central reserve cities 13% 3% 

Reserve cities 10 3 

Other cities 7 3 

State banks and trust companies which are 
not members of the Federal Reserve System 
keep their reserves in their own vaults or in 
designated depositories, 7. e., other approved 
banks usually in larger cities. But members 
of the Federal Reserve System are required 
to keep their entire legal reserves with the 
Federal Reserve bank of their district, and 
cash which is maintained in their own vaults 
or in other banks cannot be counted as re- 
serve. The first is technically known as 
“legal reserve,’ the second as “till money.” 
The reserve requirements for state banks 
and trust companies vary among the separate 
states from 10 per cent. to 25 per cent., with 
a strong predominance toward 15 per cent. 
Banks in the larger cities, however, are 
usually required to keep larger reserves than 
those of the smaller localities. 

The form prepared by the Federal Reserve 
Board for the computation of the reserve 
which is to be carried by member banks with 
Federal Reserve banks, is given below. 

Net Demand Deposits 

1. Deposits payable within thirty days, not 
including : 

(a) U. S. Govern- 
ment deposits. 

(b) Certified checks 
outstanding. 

(c) Cashiers checks 
PT StI ae ote ee ogur eva vieseis ecko <a0x $ 

2. Balance due _ to 
banks other than Fed- 
eral Reserve Banks....$ 

3. Cashiers checks 
outstanding 

4. Certified checks 
outstanding $————— 

PMOL DMs, -ccticietetas oes $——__—_ 
Less: 
Deductions of the following 

items are permitted only from 
the total of items 2, 3 and 4. 

Should the total of items 5, 6, 7 
and 8 exceed the total of items 

2, 3 and 4; both groups must be 
omitted from the calculation. 

5. Balances due from 
banks other than Fed- 

eral Reserve Banks....$ 
6. Items with Fed- 
eral Reserve Bank in 
process of collection..$ 

7. Exchanges Lor 
clearing house 

8. Checks on other 
banks in the same 

ee 

Total deduction 
(Items 5, 6, 7 and 8)...$————— 

9. Net balance due to 
areal ia: pene Wa Ens TOGRNWWR: og taehat vue Ae $——___ 

10. Total Net Demand Deposits 
(Items 1 and 9) 

Time Deposits 

11. Savings accounts (subject to 
not less than thirty days’ notice 
Defore payment) © casccieersustercoes 

12. Certificates of deposit (subject 
to not less than thirty days’ 
notice before payment 

13. Other deposits payable only 
after thirty days <———-— 

14. Postal Savings Deposits. ........ $————_— 
15. Total Time Deposits (Items 

11, 12, 13 and 14 So 

Federal Reserve banks are required to 
keep a reserve of 35 per cent. against their 
demand deposits. While the composition of 
reserves for member banks with Federal Re- 
serve banks is not specifically designated, 
Federal Reserve banks may count as reserve 
only those forms of money coming under the 
head of Lawful Money (q. v.). This in- 
cludes gold coins, silver dollars, United 
States notes, gold certificates, and silver cer- 
tificates. 

(4) In monetary science, the term reserve 
is also applied to the gold or other metal, or 

to bonds or other documentary evidences of 
debt, which are used as collateral to support 
paper money. Thus, Federal Reserve notes 
are required to be secured by a reserve in 
gold equal to 40 per cent. of the amount out- 
standing plus rediscounted commercial paper 
in an amount sufficient to bring the total 

security up to 100 per cent. United States 
Notes (q. v.) are secured by a partial gold 
reserve. In fact, all forms of paper money 
in the United States are supported by col- 
lateral in some form, which may be regarded 
as reserve. (See Paper Money.) 

See also Bank Reserve, Gold Reserve, 
Naked Reserve, Reserve Ratio. 

Reserve Agent 
A National bank located in a central re- 

serve city or reserve city, which, with the ap- 
proval of the Comptroller of the Currency, 

or a state bank or trust company designated 
by a State Banking Department, may act as 

a depository in which state banks and trust 
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companies may keep a certain portion of 
their legal reserve against deposits. 

Prior to the establishment of the Federal 

Reserve System, National banks located in 
reserve cities were permitted to keep one- 

half of their legal reserve with reserve 
agents in central reserve cities and banks 

located in other cities were permitted to 
keep three-fifths of their legal reserve with 
reserve agents located in either central re- 

serve cities or reserve cities. 

Reserve Bank 
Usually this term means a Federal Re- 

serve bank. According to the Federal Re- 
serve Act “the term ‘reserve bank’ shall be 
held to mean Federal Reserve bank.” Prior 
to the Federal Reserve System, National 
banks located in central reserve and reserve 
cities were called reserve banks. (See Fed- 
eral Reserve Bank, Federal Reserve Sys- 
tem.) 

Reserve Cities 
Certain cities of the United States were 

designated as reserve cities by the National 
Bank Act and this designation is retained in 

the Federal Reserve Act. The legal reserve 

requirements for National banks are based 

upon a classification of all cities under the 
designations: Central reserve cities, reserve 
cities, and other cities. 

A 13 per cent. reserve against net demand 
deposits is required of National banks in 
central reserve cities; 10 per cent. in reserve 
cities; 7 per cent. in other cities. A 3 per 
cent. reserve against time deposits is re- 
quired uniformly throughout the three 
classifications. The list of reserve cities as 
of the date of this publication is as follows: 

Boston, Albany, Brooklyn and Bronx, 

Buffalo, Philadelphia, Pittsburg, Baltimore, 
Washington, Richmond, Charleston, Atlanta, 
Jacksonville, Birmingham, New Orleans, 
Dallas, El Paso, Fort Worth, Galveston, 
Houston, San Antonio, Waco, Little Rock, 
Louisville, Chattanooga, Memphis, Nashville, 
Cincinnati, Cleveland, Columbus, Toledo, 
Indianapolis, Peoria, Detroit, Grand Rapids, 

Milwaukee, Minneapolis, St. Paul, Cedar 
Rapids, Des Moines, Dubuque, Sioux City, 
Kansas City, Mo., St. Joseph, Lincoln, 
Omaha, Kansas City, Kan., Topeka, Wichita, 
Denver, Pueblo, Muskogee, Oklahoma City, 
Tulsa, Seattle, Spokane, Tacoma, Portland, 

Ore., Los Angeles, Oakland, San Francisco, 
Ogden, Salt Lake City, St. Louis, Mo. 

The Federal Reserve Act gives the Fed- 
eral Reserve Board power to classify or re- 
classify reserve and central reserve cities, or 

to terminate their designation as such. The 
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requirements which must be observed by the 
board in designating any city as a reserve 
city are: population 50,000; aggregate capital 
and surplus of National banks located 
therein, not less than $3,000,000, and de- 
posits not less than $10,000,000; and the in- 
dorsement of an application by at least fifty 
National banks located outside the applying 
City. 

Reserve Depository 
A bank designated and empowered to ac- 

cept on deposit a portion of the reserve of 
other banks which the latter are required by 
law to maintain. In New York State the 
Superintendent of Banks is permitted by 
law to designate a state bank, trust company, 

or National bank to act as depository for 
other banking institutions under his jurisdic- 
tion and located in the state. In New York 
State no state or National bank or trust 
company may be designated as a reserve 
depository, however, unless it has a com- 

bined capital and surplus of at least: (1) 
$1,000,000 if located in a city having a 
population of 2,200,000 or over; (2) $750,000 
if located in a city having a population of 
400,000 and less than 2,200,000; (3) $500,000 
if located elsewhere in the state. 

In selecting a depository bank a majority 
of the board of directors must concur not 
including any director who may be a director 
of the proposed depository.. Similar regula- 
tions apply in other states. 

Reserve Fund 

An accounting term sometimes but incor- 
rectly used as synonymous with the account- 
ing term Reserve (q. v.), but which should 

be used to indicate an asset in the form of 
cash, securities, or other specific assets, which 
have been set aside for some particular pur- 

pose, and which is offset among the liabilities 
by an account entitled “Reserve,” indicating 

that the fund has been created out of earn- 
ings, but is not to be applied for the payment 
of dividends. 

Also an English accounting term equiva- 
lent to the term Surplus (q. v.) in America. 
This account is created by retaining a por- 
tion of the earnings in the business, instead 
of disbursing them as dividends. 

Reserve Ratio 
A short term for the full title “Federal 

Reserve ratio of reserves to deposit and Fed- 
eral Reserve note liabilities.” This ratio ap- 
pears weekly in the published statement of 
each Federal Reserve bank and of the Federal 
Reserve System as a whole. This ratio is 
regarded as an important if not the chief 
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barometer of credit conditions and money 
supply. The varying conditions in the differ- 
ent Federal Reserve districts are shown by 
variations in the ratio of the separate re- 
serve banks, while the ratio for the Federal 

Reserve System shows the condition for the 
entire country. (See Federal Reserve State- 
ment. ) 

Reserve Requirements 
See Reserve. 

Residuary Devisee 
A person to whom the real property of an 

estate is assigned by law after the specific 
devisees have received their shares. Real 
property is devised; personal property is 
bequeathed. (See Devise.) 

Residuary Legatee 
A person named in a will who shares in 

the distribution of the personal property of 
the testator, after the estate debts, and the 

specific and general legacies have been paid. 
(See Legacy.) 

Respondentia 
An instrument by which the master of a 

ship pledges its cargo as security for money 
borrowed in order that necessary repairs 
may be made at a foreign port. (See Bot- 
tomry Bond.) 

Rest 

A title given to the surplus account which 
appears in the published statement of the 
Bank of England. Elsewhere in English 
bank accounting, this account is entitled, Re- 
serve Fund, and corresponds to the combined 
surplus and undivided profits accounts in 
American bank accounting practice. 

Restrictive Indorsement 

See Indorsement. 

Resumption of Specie Payments 
See Specie Payments. 

Retirement 

The paying off of an obligation at ma- 
turity, or prior thereto. The term is prac- 
tically synonymous with redemption and may 
be used in connection with bonds, notes, ac- 
ceptances, or paper money (promises to pay) 
issued by the Government, or by Federal 
Reserve or National banks. When bonds 
are subject to redemption, optional retire- 
ment is provided (See Optional Bonds). 
When paper money is retired, it is with- 
drawn from circulation and cancelled. (See 

Federal Reserve Notes.) 
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Retreat 

A stock market expression used by finan- 
cial writers to indicate a general decline in 
security values. 

Return 

In England, a bank statement of condi- 
tion or balance sheet is called a bank return; 

for example, return of the Bank of England. 

(See Bank of England Statement.) 

Returned Items 

Checks, or other demand or matured items 

which are returned by a drawee bank to the 
presenting bank because of certain technical 
irregularities or invalidities which, if ac- 
cepted, might involve the drawee bank in a 
loss. They are returned so that the present- 
ing bank may correct the defect, or take 
such other action as may be necessary. (See 
Irregularities. ) 

Return Remittance 

A check forwarded by a bank acting as 
collection agent or correspondent, in pay- 
ment of the proceeds of checks previously 
forwarded by, and collected for, an out-of- 
town bank with whom arrangements for col- 
lection have been established. The letter ac- 
companying the return remittance lists the 
collected checks, and is known as a remit- 

tance letter. (See Remittance Account.) 

Revenue 
Another term for money receipts or in- 

come. Taxes collected by the Government 
are frequently called revenue. Also the 
earnings of railroads and other public utility 
corporations derived from services rather 
than from the sale of commodities are some- 
times known as revenue. 

Revenue Bonds 
Bonds issued temporarily by a municipality 

or other civil division in order to provide 
funds for current expenditures until taxes or 
other income due, can be collected. Revenue 

bonds are usually in the form of short term 
notes and are payable on the next tax date. 
They are also known as tax relief or tax 
arrearage bonds. 

Revenue Expenditures 
See Capital and Revenue Expenditures. 

Revocable Credit 
A letter of credit which can be cancelled 

by the issuing bank without consulting the 
beneficiary. (See Letters of Credit.) 



500 

Revolving Assets 
Same as Current Assets (q. v.)- 

Revolving Credit 
See Letters of Credit. 

Rich Man’s Panic 

A name given particularly to the panic of 
1903, but which might be applied to any 
period in which there is a sudden and violent 
decline in security prices, due rather to the 
outpouring of new issues which have not 
been fully digested, rather than to funda- 
mental economic causes. Thus, the panic of 
1903 was one of “undigested securities,’ in 
which security prices dropped precipitately 
due to the conversion into cash of large hold- 
ings by wealthy and influential investors and 
speculators. Such a panic does not create 
widespread financial disarrangement nor does 
it mark the beginning of a period of serious 
depression, but concentrates itself on the 
stock and bond markets. It therefore prim- 
arily affects “rich men” rather than the pub- 
lic at large. 

Rigging (Rigging the Market) 
An expression used to indicate the manipu- 

lation of security prices by professional 
operators to their advantage. The term is 
used more frequently on the London Stock 
Exchange than in this country. There it has 

reference to the practice of creating a false 
show of activity and strength by artificially 
forcing prices upward with the intention of 
inducing the public to buy. If the manipula- 
tory tactics are successful, securities are un- 
loaded upon the public at higher prices than 
those at which they were accumulated. 

Rights 
A term to denote the privilege given to a 

stockholder to subscribe to additional stock 
of the same or another class or to bonds of 
the same company, or to convert bonds into 
stock, at a certain price. Usually the term 
refers to the privilege accorded a _ stock- 
holder of subscribing for more stock of the 
class, at a price below the market, or on 
such favorable terms as to make the privilege 
valuable. When a corporation desires to in- 
crease its capital stock, it is customary to 

give its stockholders of record the preference 
of subscribing to the additional shares to be 
issued over the general public, and in 
amounts proportional to the number of 
shares already held. 

The privilege attached to one share of 
stock held of subscribing to the new, regard- 
less of the ratio which the original stock 
bears to the new, is called one right. The 
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privilege must be exercised within a limited 
option period, and then the right to subscribe 
for the new stock expires, the original stock 
is said to be “ex-rights.” 

Rights are assignable, and if the holder 
of stock with rights does not wish to exercise 
his rights to purchase new shares, he may 
sell and transfer them to another. Each 
stock exchange deals in the rights which may 
be attached to shares traded thereon. 

The value of rights depends upon two 

variables: (1) the ratio of the number of 
new shares to be issued to those already out- 
standing, 7. ¢., the number of old shares re- 

quired to secure one new share, and (2) the 
excess of the market price of the outstand- 
ing shares over the subscription price of the 
new shares. 

To illustrate how the value of rights is 
computed, the following example is given. 
Suppose the subscription price of the new 
shares is $25; that the market price of the 
old shares is 3314; and that 1 share of new 

stock may be subscribed for 4 shares of the 
old. After the new stock is issued there will 
be 5 shares outstanding for every 4 shares 
outstanding previous, 7. e., the new capital 
stock (assuming there is only one class) 
will be 125 per cent. of the old. Four shares 
of the old stock will be worth 4 times $33%, 
or $134. One share of the new stock costs 
only $25, which is the amount which will be 
added to the company’s assets. Five shares 
made up of four of the old and one of the 
new, therefore, will be worth $134 plus $25 
or $159. One share of stock after the 25 
per cent. increase has been effected will be 
worth one-fifth of $159, or $31.80. The 
right to subscribe for a new share will be 
worth the difference between the market 
price of the old shares and the average value 
of the shares after the new stock has been 
sold, or $1.70 ($33.50 less $31.80). 

The following is a briefer formula which 
gives the same result: Subtract the subscrip- 
tion price of the new shares from the market 
price of the old; then divide the difference 
by one plus the number of old shares re- 
quired to secure one new share. Worked 
out, the computations would be as follows: 
$33.50 less $25 equals $8.50; $8.50 divided 
by 5 equals $1.70. 

Ring 

A clique or informal pool composed of in- 
dividuals who have a community of interests, 
and who co-operate in order to achieve a 
certain end, such as to raise or lower the 
price of a certain security. Unlike a pool, 
there is no written contract delegating man- 
agement to one member and binding the in- 
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dividual members to share profits or losses. 
The members are free to manage their own 
commitments as they choose. 

Risk 
See Business Man’s Risk, Business Risk, 

Credit Risk, Distribution of Risk, Diversi- 
fication, Gambling, Insurance, Moral Risk, 
Property Risk, Speculation. 

Room Trader 
A name given to a stock exchange mem- 

ber who does not maintain a commission 
house for the execution of customers’ orders, 
but who trades solely for his own account. 
A room trader is usually a professional 
speculator who takes out a membership in 
order to save the expense of paying com- 
missions on his voluminous transactions, and 
for the privilege of trading on the floor of 
the exchange board room where he can take 
advantage of price fluctuations as they occur. 
The operations of room traders have an im- 
portant influence upon prices. 

Rouble 

A Russian coin. 

Russia. ) 

Round Lot 

A stock exchange transaction involving a 
large number of shares in multiples of 100 
shares, e. g., 500 shares, 1,000: shares, 2,000 
shares, etc. 

(See Foreign Moneys— 

Round Transaction 

A completed trading transaction; 7. e., the 
sale of a security or commodity previously 
purchased, or a purchase to cover a previous 
short sale. 

Round Turn 

Same as Round Transaction (q. v.). 

Route Items 

A term sometimes used among bank em- 
ployees of non-clearing house checks and 
other items which are collected by mes- 
senger. Banks in the larger cities map out 
certain routes or areas which are assigned 
to individual messengers. Each messenger 
collects the items drawn on banks or in- 
dividuals located within the boundaries of his 
route, whence the origin of the term. 

Royal Exchange 
A building in London where foreign ex- 

change is widely dealt in, and where Lloyd’s 
underwriters are located. It is not to be 
confused with the London Stock Exchange. 

Royalty 

A payment made to an inventor or to an 

author respectively by a manufacturer or 
publisher in return for the exclusive right to 
manufacture and sell the inventor’s or au- 
thor’s product. The royalty is usually based 
on a certain percentage of the sales, or a 

specified return on each sale, of the patented 
article or copyrighted book, etc. The term 
also applies to a return on a concession, or 

to payments due to an owner or landlord by 
an operating company for minerals or ores 
taken from mines or quarries located on his 
property. 

Ruble 
A Russian coin, also spelled rouble. 

Foreign Moneys—Russia. ) 
(See 

Rulings of the Federal Farm Loan 

Board 
See Federal Farm Loan Board Rulings 

and Regulations. 

Runner 

Another name given to a_bank’s or 
broker’s messenger. (See Messenger.) 

Run on a Bank 

When there is a concerted movement of 
depositors to withdraw deposits from a bank, 
due to fear of its insolvency, especially in 
times of panic, or money or credit dis- 
turbance, it is called a run. Since a bank’s 
cash reserve is a small percentage of its de- 
posits, a wholesale run might easily cause 
the bank to suspend cash payments, even 
though its assets are entirely sufficient to pay 
off all liabilities. If a bank is in a position 
to liquidate its quick assets and pay deposits 
promptly, confidence may be restored, and 
the run stopped. Runs on banks were com- 

mon during the panics of 1873, 1893, 1900 
and 1907. (See Panic.) 

Rupee 
A money of India, Ceylon and Zanzibar. 

(See Foreign Moneys. ) 

Rupee Paper 
Notes and bills of exchange drawn in rupees. 

Rural Credits 

See Agricultural Credit, Farm Mortgages, 
Federal Farm Loan System. 

Rural Credits Act 

See Farm Credits Act, Federal Farm Loan 

Act, Intermediate Credit Banks. 



Safe Deposit Box 

See Safe Deposit Company. 

Safe Deposit Company 

A financial warehouse. As defined by the 
New York banking law, a safe deposit com- 
pany is “a corporation organized for the pur- 
pose of receiving upon deposit as bailee for 
safe keeping and storage, jewelry, plate, 
money, specie, bullion, stocks, bonds, se- 
curities and valuable papers of any kind and 
other valuable personal property, and guar- 
anteeing their safety upon such terms and 
for such compensation as may be agreed 
upon by the company and the respective 
bailors thereof, and to rent vaults and safes 
and other receptacles for the purpose of such 
safe keeping and storage.” 
A company organized to provide facilities 

for the systematic safe keeping of securi- 
ties, contracts, wills, insurance policies 
jewelry, plate and other valuable documents 
and property, either as a separate institution, 
‘or in connection with a bank or trust com- 
pany. The premises are usually in the base- 
ment of a fireproof building. Extensive 
vaults must be maintained, proof against 
fire, water, burglars, and mob violence. The 
vault itself is usually constructed of armor 

steel heavily encased in brick or concrete 
with double doors which are equipped with 
complicated locks often equipped with a 
time clock and special emergency alarm 
apparatus. The combination locks on the 
outer and inner doors are usually subject to 
joint control and access requires at least 

two persons. Among the larger companies 
special watchmen are placed on duty day 
and night to furnish additional protection. 
Inside the vault are separate steel com- 

partments of various sizes, each with a 
separate door and lock, to be rented to 
customers.. 

Safe deposit boxes vary in capacity and 
shape from a small drawer to a moderate 
sized safe, the rental charge being in pro- 
portion to space occupied. Access can be 
gained only by the renter in person, or by 
a duly authorized attorney. Each box is 
unlocked only through joint control. No 
renter can enter the vault without being 
accompanied by the vault attendant, who 
has a master key to each box. This must 
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be unlocked by the vault attendant before 
it can be unlocked by the renter. Within 
the locked compartment drawer is a separate 
box, usually of steel, with a lock of its own. 
This can be withdrawn by the renter. 
Oftentimes private rooms are furnished so 
that the owners may clip the coupons, ex- 
amine their valuables and otherwise ad- 
minister their affairs in privacy. A strict 
guard is kept at all times. 

The relationship between a safe deposit 
company and box renter is that of bailor 
and bailee and like that of landlord and 
tenant. The safe deposit company is respon- 
sible for the safety of the renter’s posses- 
sions. The renter is bound only to pay his 
rent and to submit to regulations necessary 
for the safety of his own property and that 
of his fellow renters. 

The records of a safe deposit company, 
while simple, must provide means of certain 
identification. Records must be kept con- 

taining signatures, addresses, rental terms 
and such information as number of box, 
number of key, and appointment of 
deputies. A visitor’s register shows the 
hour of arrival and departure of each 
renter who visits his box. In New York 
State the forms of records are prescribed 
by the Superintendent of Banks and all safe 
deposit companies are subject to examina- 
tion by the State Banking Department. 

While there is no specific provision in the 
National Bank Act or Federal Reserve Act 
empowering National banks to maintain safe 
deposit boxes, the Comptroller of the Cur- 
rency has ruled that the directors of a 
National bank may, in their discretion, 
invest a moderate sum in the construction of 
safe deposit vaults for the use of customers. 
National banks have the specific power to 
hold securities in custody for customers. 

In most states, banks and trust com- 
panies have power to make limited invest- 
ments in the stocks of safe deposit com- | 
panies. 

(See Custodianships. ) 

Safety-Fund Banks 
In 1829 New York State adopted the 

safety-fund system for the insurance of 
bank deposits and note issues. The plan 
provided for the annual payment of one-half 
per cent. of its capital by each bank into a 
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fund held in trust by the State Comptroller. 
In practice, the fund was used to redeem 
the notes, rather than the deposits, of 
failed banks, since it was insufficient to pay 
both. The safety-fund banks were granted 
special charters and since a new constitu- 
tion passed in 1846 prohibited special charter 
banks, the system was abandoned with the 
expiration of the safety-fund bank charters. 
This system was the forerunner of required 
reserves against deposits which started with 
the National Bank Act, and of the recent 
tendency toward compulsory guaranty of 
bank deposits by state legislation.. 

(See Guaranty of Bank Deposits.) 

Safety of Principal 
The prime essential of a good investment. 

(See Investment. ) 

Sag 
An expression denoting a tendency to 

slight price declines on the stock and produce 
exchange. Price declines in a _ sagging 
market are less severe than in a weak 
market. 

Satang 
A money of Siam. (See Foreign 

Moneys—table 2.) 

Saturation 

The point at which the offerings of new 
securities are greater than the demand with- 
out substantial concessions in price. This 
term is used among investment bankers to 
indicate that new investment securities have 
for the time being, absorbed the available 
supply of capital awaiting investment. In- 
vestment bankers and syndicate managers 
detect the saturation point whenever attrac- 
tive offerings cannot be sold within the 
syndicate period. Thus, when securities be- 
come a drug on the market, the saturation 

point is reached. 
The term may also be used of commodities. 

Saturation Point 

See Saturation. 

Savings Accounts 
According to the regulations of the Fed- 

eral Reserve Board (Regulation D, 1920), 
“The term ‘savings accounts’ shall be held to 
include those accounts of the bank in re- 
spect to which, by its printed regulations, 
accepted by the depositor at the time the 
account is opened,—(a) the pass book, cer- 
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tificate, or other similar form of receipt 
must be presented to the bank whenever a 
deposit or withdrawal is made, and (b) 
the depositor may at any time be required 

by the bank to give notice of an intended 
withdrawal not less than 30 days before a 
withdrawal is made.” 

National banks, state banks and trust com- 

panies are permitted to receive time deposits 
and to pay interest thereon. In some states, 
New York for example, state banks and 
trust companies are prohibited from the 
use of the term “savings” in connection with 
time deposits, the term being restricted in 
its application to the deposits of savings 
banks only. Such state banks and trust 
companies may solicit savings only by the 
use of. other terms such as, “special interest,” 
“compound interest,” “Christmas Club,” or 
“thrift” accounts. The banking laws of 

the states, being inferior to those of the 
Federal Government, may not prohibit Na- 
tional banks from advertising and soliciting 
savings accounts and employing the term 

“savings,” when so doing, in the opinion of 
the counsel and the Federal Reserve Board. 
The savings (time) deposits of National 
banks cannot be invested in the same manner 
as the deposits of savings banks, but only 
as prescribed by the National Bank and 
Federal Reserve Acts. 

Savings and Loan Association 
See Building and Loan Association. 

Savings Association 
See Building and Loan Association... 

Savings Bank Investments 
Bonds which are universally eligible for 

investment by savings banks; a term used to 
indicate that a security is high-grade, since 
the laws relating to investments for savings 
banks are stringent among all the states. 
(See Legal Investments for Savings Banks. ) 

Savings Banks 
Banking institutions organized especially 

to encourage thrift among persons of small 
means by paying interest on savings de- 
posited therein. Originally savings banks 
were regarded as semi-philanthropic institu- 
tions to provide machinery for collecting the 
savings of the poor, and to invest such 
savings in high grade investments, to the 

end that the accrued interest might be re- 
turned periodically to the depositors. While 

modern savings banks cannot be regarded 
in this light, one feature has always re- 



504 

mained dominant, 7. e., strict supervision 
of the investment of deposits as a means of 
protecting a class of depositors who can 

ill afford to lose their savings, but who, 
on the other hand, are generally incapable 

of making a wise selection of a bank. 

Savings bank investments are therefore 

restricted by the laws of the state in which 
the banks are located. Generally speaking, 

investments are limited to (1) mortgage 
loans, (2) bonds of the higher investment 

grades, and (3) bankers’ acceptances. (See 
Legal Investments for Savings Banks.) 

As to organization, savings banks are 

divided in two classes, mutual (non-stock), 
and stock. Mutual savings banks are organized 
without stock, are managed by a board of 
trustees which is usually a self-perpetuating 
body, and earnings are distributed among 
the depositors as dividends upon their de- 
posits, and usually limited to 5 per cent. as 
a maximum. Surplus earnings are carried 
to the guaranty fund, and the expenses of 
organization are met out of an expense fund 
provided by the original organizers. Stock 
savings banks, on the other hand, are man- 

aged by a board of directors elected by 
the stockholders. Interest is paid to de- 
positors at a fixed or contingent rate, and 
earnings above expenses and interest charges 
are distributed to the stockholders. Mutual 
savings banks predominate in the Eastern 
States, while the latter are the prevailing 
type elsewhere. In New York and New 
Jersey, only mutual savings banks are now 
permitted. 

The banking law of New York State de- 
fines a (mutual) savings bank as “a corpora- 
tion authorized by the laws of this state only 
to receive money on deposit in such sums, to 
invest the same in such securities, obliga- 
tions and property, and to declare, credit and 
pay from its earnings such dividends, as may 
be prescribed by law.” Savings banking, 
however, is not confined to savings banks. 
In many towns, the volume of business does 
not warrant the establishment of more than 
one banking house, e. g., a National bank, 
state bank, or trust company. These in- 

stitutions are permitted to organize “sav- 
ings,’ “special interest,’ or “thrift” depart- 
ments which answer the same purpose and 
are operated in much the same manner as 
savings banks. 

Savings deposits are time deposits, and the 
right to require notice of intention of with- 
drawal is granted to savings banks, varying 
from 10 days to 90 days in the separate 

states. Under ordinary conditions, however, 
this is rarely exercised. 
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Savings accounts are evidenced by pass 
books, containing the contract between the 
bank and the depositor. It must be pre- 
sented with each deposit and withdrawal, 
and to receive interest credits. It therefore 
shows the correct balance due to the de- 
positor at all times (ignoring accrued in- 
terest), thereby differing from a commercial 
bank pass book, which is merely a memor- 
andum of deposits, does not show the balance 
of the account, and is not a contract. 

Savings banks are not required to keep a 
reserve. (See Lost Pass Book, Pass Book, 

Postal Savings Banks, Savings Accounts, 
Time Deposits. ) 

BIBLIOGRAPHY 

E. L. Roprnson: One Hundred Years of 
Savings Banking, 1918. 
W. H. Kynirrin: The Savings Bank and 

Its Practical Work, 1918. 

E. W. Keyes: History of Savings Banks 
in the United States, 1900. 

Savings Deposits 
See Savings Accounts, Savings Banks. 

Scale Buying 
See Buying on a Scale. 

Scaling 
A method of trading in securities or com- 

modities in which orders to buy are placed 
at regular intervals downward from the pre- 
vailing market price, and to sell at regular 
intervals upward from the prevailing market 
price. (See Buying on a Scale.) 

Scalper 
A speculator who sells at every opportu- 

nity of making a fractional, or one or two 

point profit. (See Scalping.) 

Scalping 
An expression indicating the realization 

of a small trading profit of a fraction or a 
point or two, especially when turns are made 
in quick succession. Scalping means to take 
advantage of any small gain. 

Scandinavian Monetary Union 
See Scandinavian Union. 

Scandinavian Union 

A Union formed by Norway, Sweden and 
Denmark in 1873, at which the single gold 
standard, and the same monetary unit was 
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adopted, vis., the krone, which is approxi- 
mately equivalent to 26.80 cents in United 
States money. (See Latin Union.) 

Schedule Showing When Proceeds of 
Items Will Become Available 

This schedule shows the time required to 
collect items through the Federal Reserve 

check collection system from the Federal Re- 
serve Bank of New York. This revision 
became effective Aug. 1, 1922. 

SCHEDULE SHOWING WHEN PROCEEDS OF 

Items Witt BEcoME AVAILABLE 

IMMEDIATE CREDIT 

When received by 9 a. m.: 
New York Clearing House banks. 
Other New York City banks (See Fed- 

eral Reserve Bank Time Schedule, 
List B). 

Northern New Jersey Clearing House 

banks (See Time Schedule, List C). 
Checks and warrants on Treasurer of 

the United States, Washington, D. C. 
Brooklyn banks and bankers—Also Bank 

of Coney Island and Branch. 

When received by 3 p. m.: 
Checks on Federal Reserve Bank of 
New York and Buffalo Branch. 

Officers’ checks of other Federal Re- 
serve Banks. ; 

Federal Reserve Exchange Drafts. 
Federal Reserve Transfer Drafts. 

One Day Arter RECEIPT 

New York City—Balance of Manhattan, 
when received by 9 a. m. 

No. 
Boston District 1 
Philadelphia District 3 
Richmond District 5 
Baltimore Branch of 5 
Pittsburgh Branch of 4 
Buffalo Branch of 2 

Two Days AFTER RECEIPT No. 

Cleveland District 4 
Cincinnati Branch of 4 
Chicago District 7 
Detroit Branch’ of 7 
Atlanta District 6 
Birmingham Branch of 6 
Jacksonville Branch of 6 
Nashville Branch of 6 
Minneapolis District 9 
St. Paul In District 9 
St. Louis District 8 
Louisville Branch of 8 

Banks in 

Connecticut **New Jersey 
Delaware *New York 
District of Columbia *Pennsylvania 
Maine Rhode Island 

*Maryland Vermont 
* Massachusetts *Virginia 
New Hampshire 

THREE Days AFTER RECEIPT No. 

New Orleans Branch of 6 
Memphis Branch of 8 
Little Rock 
Kansas City, Mo. 
Kansas City, Kans. 

Branch of 8 

District 10 

In District 10 

Omaha Branch of 10 

Oklahoma City Branch of 10 
Dallas District 11 

Four Days Arter RECEIPT No. 

Helen Branch of 9 

Bink aso Branch of 11 

Houston Branch of 11 

Denver Branch of 10 

Spokane Branch of 12 
Salt Lake City 
Portland, Ore. 

Branch of 12 

Branch of 12 

Seattle Branch of 12 
Banks in 

* Alabama * Minnesota 

* Arkansas Mississippi 
*Florida * Missouri 

*Georgia North Carolina 
*Tllinois * Ohio 
Indiana South Carolina 
Iowa * Tennessee 

*Kansas West Virginia 
*Kentucky Wisconsin 
* Michigan 

Five Days AFTER RECEIPT No. 

District 12 

Branch of 12 

San Francisco 

Los Angeles 

Eicut Days AFTER RECEIPT 

Banks in 

Arizona North Dakota 
*California *Oklahoma 
*Colorado *Oregon 
Idaho South Dakota 

*Louisiana *Texas 
*Montana *Utah 

* Nebraska *Washington 
Nevada Wyoming 
New Mexico 

(See Federal Reserve Check Collection 
System. ) 

* Except banks in cities referred to. 
** Except banks in Northern New Jersey 

Clearing House Association. 
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School Bonds 

A sub-classification of municipal bonds 
issued for the purpose of raising funds for 
the construction of public schools and equip- 
ment. (See Municipal Bonds.) 

School District Bonds 

Bonds issued by a school district (or- 
ganized to manage and control the schools 

of a certain section and having taxingt 
power) for the purpose of building public 
schools. 

School Savings Banks 
Savings banks introduced and adopted by 

many public schools for the purpose of in- 
culcating habits of thrift among school chil- 
dren. The idea was originally conceived by 
J. H. Thiry who established the first savings 
bank system in the schools of Long Island 
City. Savings banks, throughout the United 
States, by receiving authority from the local 
board of education and enlisting the co-oper- 
ation of the teaching staff, have now or- 
ganized many permanent School Savings 
Banks Departments, or Junior Departments. 

Different plans of collecting and adminis- 

tering savings have been used. In some 
cases, the money is collected periodically by 
the teachers, turned over to the principal, 

who places it in the savings bank in the name 
of each depositor. Special passbooks and 
other special forms are provided for this 
purpose. 

Another method is to issue and sell stamps 
which are pasted in a book and are evidence 
of deposit. In other cases, the pupils make 
their deposits over the window, but this 
method requires the moral support of the 
teachers. 

School savings banks have been legalized 
in New York State. The Commissioner of 
Banks in Massachusetts has recommended 
the adoption of school savings banks 
throughout the school system of that com- 
monwealth. 

BIBLIOGRAPHY 

W. H. Kwnirrin: The Savings Bank and 
Its Practical Work (1918), Chap. 33. 

Scrip 

A temporary certificate issued for ex- 
change at a later date for money, a per- 
manent certificate, or for whatever the scrip 

entitles the holder. The term is frequently 
given to fractional shares of stock issued 
during a reorganization, stock conversion, or 
to represent dividends not paid in cash, but 

deferred to a later definite or uncertain date. 
Scrip certificates representing fractional 
shares may be combined and exchanged for 
whole shares. In still another sense, this 
term is less frequently used to denote paper 
currency of fractional denominations, cur- 
rent during the Civil War, and known as 
shinplasters. 

Scrip Certificate 
A fractional share of stock. 

Scrip Dividend 
See Dividend, Scrip. 

Sealed Bid’ 

See Award. 

Seasoned Securities 

Securities of recognized merit and of long 
standing, issued by corporations engaged in 
the production of basic staples, whose officers 
are skilled in operating and financial manage- 
ment, whose properties and net assets leave 
a safe equity for securities and whose earn- 
ings have been sufficiently stable to insure 
interest payments and dividend disbursements 
over a long period of time. The chief signifi- 
cance of this term is to indicate that such 
securities are subject to a smaller price 
fluctation range than others, and are conse- 

quently more satisfactory for investment and 
collateral purposes. 

Seat 

A term which is a survival of the days 
when each broker was assigned a seat in the 
board room of a stock exchange. Although 
no actual seats are provided now-a-days for 
member brokers, a membership is still re- 
ferred to as a “seat.” 

Seat on Stock Exchange 
See New York Stock Exchange, Seat. 

Secondary Liability 
Contingent or indirect 

Contingent Liabilities. ) 
liability. (See 

Secondary Reserve 
Those assets of a bank, other than cash, 

which are immediately convertible into cash 
without sacrifice of the principal amount in- 
vested. Call loans, balances due from banks, 

exchanges for clearing house, and time loans 
eligible for rediscount are immediately avail- 
able assets. Since convertibility can be ob- 
tained on short notice, these assets constitute 

an 
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a secondary reserve for use in case of 
emergency. It is reasonable also to include 
high grade bonds for which there is a ready 
market. In times of a severe panic, clearing 
house loan certificates supported by com- 
mercial paper furnish a useful expedient for 
effectively increasing the money supply. 
During the panic of 1907 these instruments 
were used for settling clearing house bal- 
ances. 

Second Bank of the United States 

See Bank of the United States. 

Second-Class Paper 
Notes, trade acceptances and bills of ex- 

change which are obligations of names not 
as well known as those classified as first 
class, and which are not entitled to the high- 
est credit rating. The term is not derogatory 
and does not imply that the risk in purchas- 
ing this paper is unduly high, but only that 
the standing of the maker is somewhat in- 
ferior to that classified as first class. Paper 
may also fall into a third or lower class. 

Second Mortgage 
First read Mortgage. 
A mortgage placed upon real property 

which is already encumbered with a first 
mortgage. An owner of a piece of real 
estate appraised at $50,000, and who has bor- . 
rowed $25,000 by placing a first mortgage on 
it, may wish to borrow an additional $5,000 
by giving a second mortgage as security, 
making the total indebtedness equal to $30,- 
000. In case of failure to pay either the 
principal or interest, the holder of either the 
first or second mortgage is entitled to fore- 
close his mortgage in order to satisfy his 
claim. In case of foreclosure and sale of 
the property, the holder of the second mort- 
gage is not entitled to receive anything until 
the first mortgage holder has been paid in 
full. Since the protection offered to a second 
mortgage holder is less than for a first mort- 
gage holder, lending on a second mortgage 

is attended with greater risk than lending on 
a first mortgage. The degree of risk on a 

second mortgage depends upon the margin 
between the appraised value and the total 
claims against the property. To compensate 
for the greater risk in second mortgage 
loans, a higher interest rate is charged. 

National banks are not permitted to make 
second mortgage loans. State banks and 

trust companies are usually permitted to do 
so, but with certain restrictions. In most 

states savings banks are prohibited from 
making second mortgage loans. (See Mort- 
gage Loans, Second Mortgage Bonds.) 

Second Mortgage Bonds 
First read Second Mortgage. 
Bonds secured by a mortgage upon prop- 

erty which is already encumbered ‘with an 

issue of first mortgage bonds. Second 
mortgage bonds occur most _ frequently 

among railroad issues and constitute a second 
lien upon the property specified in the mort- 
gage, and the earnings of the company. Con- 

solidated mortgage bonds, general mortgage 

bonds, first and consolidated mortgage bonds, 
first and refunding mortgage bonds, etc., are 

usually bonds in which a part of the security 
consists of a second mortgage. 

Second of Exchange 
See First of Exchange. 

Second Preferred Stock 

See Preferred Stock. 

Second Teller 

Another 

Canta). 

name for KReceiwwing Teller 

Secretary of the Treasury 
One of the cabinet officers who is ex 

officio a member of the Federal Reserve 
Board and of the Federal Farm Loan Board. 
The Secretary of the Treasury has general 

supervision, management, and control of the 
Treasury Department and of the bureaus 
under that department. Some of his specific 
powers are (1) to keep the various forms of 
currency of the United States on a parity 
with one another; (2) to direct the engrav- 

ing of plates and dies for Federal Reserve 
notes; (3) to approve the appointment of 
National bank examiners; (4) to direct the 
deposit of Government funds; (5) to direct 
the issue, redemption, and retirement of Gov- 

ernment obligations, and to determine rates 
of interest on such obligations; (6) to ap- 
prove form of circulating notes of Federal 
Reserve banks; (7) to confer with Congress 
and the Director of the Budget on matters 

pertaining to taxes and expenditures. 

Secured Bills 

Documentary bills of exchange; bills of 
exchange which are accompanied by a bill of 
lading giving title to the merchandise speci- 
fied therein. The term is also applied to 
notes, acceptances or bills of exchange which 
are secured by bonds, stocks, warehouse re- 

ceipts, short-term paper, or other security. 
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Secured Creditor 
A creditor who holds some form of col- 

lateral or legal right to claim certain assets 
of the person, firm, or corporation to which 
a loan or advance has been made, or to whom 

goods have been sold.: Thus, a mortgagee, 
mortgage bond holder, or bank which lends 

against any kind of collateral, at least equal 
in value to the face of the loan, is a secured 

creditor. 
A depositor in a bank is an unsecured 

creditor, except in the case of the Govern- 
ment, or civil division thereof (state, county, 
city ) which require a depository bank to pro- 
vide satisfactory collateral for such deposits. 
(See Liabilities.) 

Securities 
A general term applied to that class of 

investments represented by engraved, printed, 
or written documents evidencing ownership 
or creditorship in a corporation or other 
property. The term therefore includes bonds, 
stocks, mortgages, coupons, scrip, etc., of 

every kind. 
Securities furnish one of the most im- 

portant bases of bank credit. 

Securities Company 
Holding company. A company organized 

to hold the shares of its subsidiary com- 
panies. (See Holding Company.) The term 
also sometimes applies to an investment 
house or company which deals in securities 
at retail. 

Securities. Ledger 
A ledger in which transactions in bonds or 

other securities are recorded. Accounts are 
classified alphabetically, according to the 
name of the security. The information 
which a typical securities ledger contains is 
shown by the headings of the columns in the 
form below: 

DR. 
Date of purchase. 
Descriptive details. 

Wee Pea 
Date of sale. 

Descriptive details. 
Par value. Par value. 
Unit purchasing Proceeds of sale. 

- price. Commission. 
Commission. Interest accrued. 
Total cost. General ledger ac- 
Accrued interest count Cr. 

paid. Interest credited. 
Balance. Profit or loss. 

(a) Par Disposition. 

(b) Money Remarks. 
Trading value. 
Book value. 

Remarks. . 

OF BANKING AND FINANCE 

Security 
A pledge of property or of good faith for 

the payment of a debt. 
There are two classes of security (1) col- 

lateral or property security, and (2) per- 
sonal security. By collateral security is 
meant any property, negotiable security, or 
documentary evidence of a claim against, or 

ownership in property, conveying title to the 
holder as a pledge for the repayment of 
money lent, or as guarantee for the perform- 

ance of a contract. . 
By personal security is meant the guaranty 

of the payment of money by one person for 
another, whose credit standing is not suff- 
cient to borrow on his single name. In per- 
sonal security there is no pledge of property, 

but simply the signature (indorsement, guar- 
anty, or surety) of some person having 
financial responsibility. Personal security is 
only valuable, therefore, where the moral 
risk is high. (See Guaranty, Surety.) 

While the various banking laws permit 
banks to make loans without security with 
certain restrictions, in practice only com- 

mercial loans are unsecured. All other loans 
are usually secured by collateral which, at 
prevailing market prices, has a value in ex- 
cess of the amount of the loan. Loans to 
brokers for furnishing funds to traders for 
speculative purposes are always secured by 
stocks or bonds, which at market price, are 
in excess of the face of the loan by 20 to 
30 per cent. Mortgage loans are secured by 
real estate valued at from 15 to 50 per cent. 
more than the loan. 

The most usual types of security for bank 
loans are bonds, stocks, notes, trade ac- 
ceptances, bank acceptances, bills of lading, 
warehouse receipts, certificates of deposit, 
mortgages on real estate, chattel mortgages, 
savings banks’ passbooks, assigned book ac- 
counts, assigned syndicate agreements, and 
trust receipts. (See Securities.) 

Seigniorage 

Scientifically, the charge made by a gov- 
ernment for minting standard bullion, but 
popularly this term means the profit made 
by the Government in coining subsidiary 
(7. e., non-standard) coins and is represented 

by the difference between the bullion or metal 
price and the nominal value of the coin. 
At times the United States Government has 
been able to purchase the weight of silver 
in a dollar for as low as 50 cents. Since 
silver is not entitled to free coinage, but is 
coined for Government account only, the 
Government makes a profit of the difference. 
This profit is placed in a fund known as a 
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“silver profit fund.” The profit made in 
coining nickel and bronze coins is placed in 
the “minor coin profit fund.” The term is 
a survival of the middle ages when kings 
(seigneurs) made a charge for minting 
coins. 
Among the leading commercial nations no 

seigniorage charge is made in the coinage of 
gold coins. Seigniorage should be distin- 
guished from Brassage (q. v.). (See Coin- 
age, Mint.) 

Self-Check 

A check deposited for credit or presented 
for payment at the bank on which it is 
drawn, 1. e., a home debit. When deposited 
for credit, a self-check involves a credit to 
the last indorser’s account and a debit to the 
drawer’s account. Obviously, a self-check 
does not pass through the clearing house. 

Self-Liquidating Loan 
A short term commercial loan, so-called 

because automatically discharged through the 

proceeds of sale of the merchandise which it 
finances. 

Seller’s Option 
See Methods of Trading. 

Selling on a Scale 
See Buying on a Scale, Scaling. 

Selling Order 
See Orders. 

Selling Out 
First read Margin. 
An expression to denote the exercise of 

the legal right accorded a broker to close 
out an account of a customer who fails to 
furnish additional margin when demanded, 
or of a bank to close out a broker’s loan, for 
the same reason. An account or loan is sold 
out in a declining market in order to protect 
the lender from loss which might accrue due 
to the decline in the value of the collateral 
below the face of the loan. Loans are 
usually sold out ator near the Exhaust Price 
Cav). 

Selling Short 
See Short Sale. 

Selling Stop Order 
See Stop Order. 

Semi-Annual Interest 

Interest which is payable twice a year. 
The interest upon the majority of bonds and 

mortgages is payable semi-annually. The 
heaviest interest dates are January Ist and 
July Ist. Interest dates occur most fre- 
quently on the Ist and 15th of the month. 
(See Quarterly Disbursements. ) 

Semi-Municipal Bonds 
Bonds which are not necessarily the obli- 

gation of all the tax payers of the issuing 
municipality, but which are obligations of 
such tax payers as secure the benefit of the 

improvements constructed from the pro- 
ceeds; thus, district drainage, irrigation or 

reclamation bonds, levee district bonds, and 
sometimes street-paving bonds belong to this 
class. In purchasing municipal bonds in- 
vestors should inquire whether they are obli- 
gations of all the tax payers of the issuing 
civil division, or only a part of them. Semi- 
municipal bonds are not entitled to quite as 
high a rating as Municipal Bonds (q. v.) 

Sen 

A Japanese money. 

—Table 2. 

See Foreign Moneys 

Senior Bonds 

Bonds which have a claim upon the assets 
and earnings of a corporation prior to other 
bonds. For example, first mortgage bonds 
are senior to second mortgage bonds, and 
all mortgage bonds are senior to the deben- 
tures of the same corporation. The term 
senior is used as an antonym of junior, and 
indicates in a general way, that the securities 
have first claim upon assets and earnings. 
When a corporation is capitalized by 

means of stocks or bonds, the bonds are the 

senior obligations; when capitalized without 
bonds, the preferred stock is referred to as 
the senior issue and the common stock as the 
junior issue. 

Senior Issue 

See Senior Bonds. 

Senior Lien 

See Lien. 

Serial Bonds 

A term which refers to a classification of 
bonds according to method of retirement 

without reissue. A single issue of bonds may 
be retired in their entirety on a single ma- 
turity date, or in installments. Serial bonds 
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are those which are retired by the latter 
method, a certain portion maturing at differ- 

ent dates related by regular intervals. For 
example, a $500,000 issue of bonds dated 
July 1, 1920, may be retired in installments, 

the first $100,000 to mature July 1, 1925, and 
an installment of $100,000 each subsequent 

five years thereafter. 

Serial bonds are issued where there is 

no intention of refunding and have a pur- . 

pose similar to that of sinking fund bonds, 
1. ¢., systematic provision for cancelling debt. 
While the entire issue of serial bonds bears 
the same rate, the yield upon the various 

installments is made to differ by sale at 
varying prices, depending upon the term. 

The advantage of serial bonds from the 
standpoint of the issuer is that when interest 

rates are high, short term bonds are pre- 

ferred and since the term of serial bonds is 
usually short—at least for the earlier in- 

stallments—they command a better market 
than long term bonds of the sinking fund 
variety. Contrasted with the sinking fund 
method of providing systematic cancellation, 
serial bonds shorten the term over which the 
money is borrowed and prevent mismanage- 

ment of the sinking fund. Serial bond 
issues are largely confined to the municipals. 

Set (of Bills) 
See First of Exchange. 

Set of Exchange 

See Bills in a Set, First of Exchange. 

Settled Production 

A term which refers to the steady or 

even rate of flow of an oil well, indicative 
of large reserve supplies. 

Settlement 

This term has three applications. 
(1) In general, the striking of a balance 

between two or more parties having mutual 

dealings with one another and the payment 
of the debit balance by the debtor (debtors) 
to the creditor (creditors). 

(2) The striking of balances among 
members of a clearing house association. 

(See Clearing House). 
(3) The process by which purchases and 

sales of securities among brokers are de- 

termined and the balances paid off at the 
stock exchange clearing house; or by which 
inter-broker, non-clearing house securities 
transactions or produce exchange transac- 

tions are paid off. (See Methods of Trad- 
ing, New York Stock Exchange Clearing 

House, Settlement Days.) 

~ 
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Settlement Clerk 

In banking practice, the name given to 
the clerk who receives packages of checks 
delivered from each presenting bank and 
determines the total amount of checks so 
presented at the clearing house each day. 

He is the representative of the bank at the 

clearing house and reports to the clearing 
house manager the total of checks presented 
by and against his bank, leading to the de- 
termination of the debit or credit balance. 

(See Clearing House.) 

Settlement Days 
On the London Stock Exchange settle- 

ments of security transactions are regularly 
made twice a month, one about the middle, 

and the second at the end of the month. 
Transactions “for cash” are settled by im- 
mediate payment, regardless of the regular 

settling day. 
Each settlement requires three days; the 

first is known as contango day (also con- 
tinuation, carrying over, or making-up day) ; 
the second is name or ticket day; the third, 
pay day, 7. e., settling day proper. All trans- 
actions, except for cash, occuring between 

settlement days must be settled at the next 
settlement period, 7. e., paid for and de- 
livered in accordance with the brokers’ con- 
tracts. Transactions in consols and other 
British Government and Colonial Govern- 
ment bonds are settled only at the end of 
the month. 

The advantage of the periodic settlement 

as compared with the daily settlements made 
in America, is the saving of time to brokers 
in making deliveries and payments. 

Sewer Bonds 

A sub-classification of municipal bonds, 
according to purpose. Municipal or semi- 
municipal bonds, the proceeds of which are 
used in the construction of sewers. 

Shade 

An expression which denotes a slight con- 

cession in prices. 

Shading 
See Shade. 

Shahi 
A Persian money. 

(See Foreign Moneys—table 2.) 

Shaking Out 
An expression to denote the process of 

forcing speculators with thin margins to 
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sell their securities (or commodities) by 
professional operators working for a de- 
cline in prices through short selling or 
manipulation. 

Share 

In the United States this term is synon- 
ymous with stock, or share of stock, but is 
much less common in occurrence. In Eng- 

land and Canada the term share is used 
almost exclusively as the equivalent for the 
American stock, and the term stock is 

reserved to denote Government bonds. 

Share Capital 
That part of the capital of a corporation 

which is represented by its outstanding 

shares of stock as distinguished from its 
bonds and floating debt. The latter may 
be called “hoan Capital.” 

Shareholder 

See Stockholder. 

Shares Without Par Value 
See Without Par Value. 

Sheared 

See Fleece. 

Shekel 
An ancient Jewish coin signifying a 

weight, approximately equivalent to a half 
ounce troy. 

Sherman Notes 
Same as Treasury Notes of 1890, (q. v.). 

Sherman Silver-Purchase Act 

An act passed July 14, 1890, as a sub- 
stitute for the Bland-Allison Act repealed 
on the same day. This act directed the 
Secretary of the Treasury to purchase 
monthly 4,500,000 ounces of fine silver at 
the market price, payment to be made in 
treasury notes. These notes were legal 
tender and made redeemable in gold or silver 
coin by the Secretary of the Treasury at the 
discretion of the holder. On account of the 
piling up of over-valued silver dollars in the 
Treasury as a result of the Bland-Allison 
Act and the Sherman Silver-Purchase Act, 

together with a decline in the gold reserve 
through gold exports at this time, and the 
fact that banks called for redemption of the 
treasury notes in gold, a strain was put upon 

public confidence as to the ability of the 
Government to meet its paper currency in 
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gold. Combined with these circumstances, 

a panic occurred in the London silver market 
in 1893 which brought the market ratio 
between silver and gold to about 31 to 1 

as compared with a mint ratio of 15.988+ 
to 1. At current market prices the silver 
dollar was then worth about 50 cents in 
gold. Due to the continued demands made 
upon the Treasury for redemption of 
Treasury notes in 1890 and greenbacks in 

gold, it became evident that the continued 

purchase of silver, leading to an increased 
circulation of over-valued silver dollars, 
would soon seriously embarass the Treasury 
Department. Accordingly Congress repealed 
the purchasing clause of this act on Nov. 1, 
1893, 

Shifting Loans 
An expression used in the financial dis- 

tricts to indicate the process seeking other 
lending banks for accommodation, when 

banks call upon broker-borrowers to pay up 

their loans. (See Call Money Market.) 

Shilling 
A silver English coin equal to 1/20 of the 

pound and to 12 pence, and equivalent to 
24.3 cents in United States money. 

(See Foreign Moneys—table 2.) 

Shinplasters 
A popular name given to fractional paper 

currency issued during the Civil War. The 
term was also applied to similar currency 
issued because of a shortage of metallic 
money after the War of 1812. A million 
dollars in paper fractional currency is still 
carried in the Treasury accounts as being 
outstanding and redeemable on demand. 

Shipper’s Load and Count 
A clause sometimes used in a bill of lading 

for the purpose of limiting the carrier’s 
liability. (See Bill of Lading.) 

Shipping Documents 
A general term given to the papers which 

which may accompany a domestic or for- 

eign bill of exchange. A bill of exchange 
supported by shipping papers is known as a 
documentary bill. In domestic transactiens 
the minimum shipping documents consist of 
the bill of lading and seller’s invoice. In 
foreign bills of exchange the minimum docu- 
ments consist of the ocean bill of iading 
marine insurance certificate, and sellers 
invoice. 
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Other documents which may accompany a 
foreign bill of exchange, and which vary 
according to the agreement between buyer 

and seller, the laws of the nations concerned, 

Clierzwale: 

Consular invoice. 
Certificate of analysis. 
Certificate of inspection and weight. 
Certificate of origin. 
Warehouse receipt. 
Dock receipt. 
War risk insurance certificate. 

Shipping Money 
See Currency Shipments. 

Shoestring Margin 
A thin, inadequate margin. Speculators 

with small, precarious margins are said to be 
“trading on a shoestring.” 

Short 

See Short Sale. 

Short Account 
First read Short Sale. 
The aggregate of securities which have 

been sold short, 7. e., for the account of 
short sellers. The size of the short account 
is sometimes referred to by financial re- 
viewers as bearing upon the technical posi- 
tion of the market. 

Short Bill 

Bills of exchange drawn by banks or com- 
mercial interests, but usually documentary 
and payable from 1 to 30 days after pre- 
sentation, as distinguished from long bills 

which are those payable 90 or more days 
after sight. Some authors give 60 days as 
the dividing line between long and _ short 
bills. (See Foreign Bills of Exchange. ) 

Short Covering 
The purchase of stock (or commodities) 

by a short seller to close: or complete the 
transaction. Since every short sale involves 
borrowing, a purchase must be made in 
order to fulfill the contract and permit the 
return of the borrowed stock (or com- 
modity contract). 

Short Interest 

The aggregate of securities (or commodi- 
ties) which have been sold short and not 
yet “covered ;” practically the same as Short 
Account (q. v.). 

Short of the Market 

One is said to be short of the market 
when he has sold securities (or commodi- 
ties) short and has not yet covered. 

Short Rate 

A term used in connection with fire in- 
surance premiums indicating a rate based 
on a period less than one year. Insurance 
rates are based on a year period and the 
short rate is more than proportional to the 
yearly rate. 

Shorts ° 

A term applying to speculators who have 
sold short. 

Short Sale 

The sale of a security or commodity not 
owned or not in one’s possession. Ordinarily 
an offer to sell presumes ownership by the 
seller of the thing to be sold. In a short 
sale, however, selling precedes buying, the 
ordinary process being reversed. ‘The short 
seller is a Bear (q. v.) who believes that 
a security (or commodity), or the entire 
market is due for a decline. He therefore 
sells in anticipation of a decline in values, 
with the expectation of buying (covering) 
when the price has fallen. 

Short selling is not peculiar to the. stock 
or commodity markets. Contracts for build- 
ings, bridges, roads, in which the price is 
named in advance of the letting of the con- 
tract is a short sale. The contractor sells 
a completed product before construction be- 
gins. Like stock and commodity specula- 
tion, such a short sale is possible and profit- 
able only because the contractor has special 
knowledge of the different elements of cost 
and can estimate cost of materials and 
labor required to achieve the result specified 
in the contract, with a small percentage of 
error. 

In a short sale of securities, the specu- 
lator puts up margin just as in the case of a 
margin purchase. When the order is exe- 
cuted, since he does not possess the stock 
sold, it must be borrowed. The short seller 
is not entitled to interest upon proceeds of 
sale of securities sold short and must pay 
any dividends that are declared. 

There have been several attempts to pre- 
vent short selling by legislation, on the 
grounds of illegality. In 1830 a law was 
passed preventing short sales, but it was re- 
pealed in 1858. Short selling, moreover, has 
been upheld in the courts, and the stock ex- 
change bases its stand as to the legality of 
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short selling on several decisions. In Bibb 

vs. Allen (149 U. S., 481) the Supreme 
Court of the United states said: “It is held 
settled that contracts for the future de- 
livery of merchandise or perishable property 
are not void whether such property is in ex- 
istence in the hands of the seller or be sub- 
sequently acquired.” In the case of Hurd 
vs. Taylor (181 N. Y., 231) the Court of 

Appeals of New York said: “The purchase 
of stocks through a broker, though the party 
ordering such purchase does not intend to 
hold the stocks as an investment, but expects 

the broker to carry them for him, with the 
design on the part of the purchaser to sell 
the stocks when their market value has en- 
hanced, is, however speculative, entirely 

legal. Equally so is a ‘short’ sale where the 
seller has not the stock he assumes to sell, 

but borrows it and expects to replace it when 
the market value has declined.” In the case 
of Irwin vs. Williar (110 U. S., 499) the 
Court said in part: “A person may make a 
contract for the sale of personal property 
which the vendor does not own or possess, 
but expects to obtain by purchase or other- 
wise, is binding if an actual transfer of 
property is contemplated.” 

Short selling has been challenged on the 
grounds that it is uneconomic and unethical, 
that it is sheer gambling and an unfair at- 
tempt to depress the value of other peoples’ 
holdings. Most economists and_ business 
leaders believe that short selling has a legiti- 
mate function. Its legitimacy is unques- 
tioned in the case of building contracts where 
the price is stated before construction begins. 
In the commodity and security markets it 
acts as a check on undue optimism, thereby 
counteracting the tendency to excessive 
speculation in a bull market, and correspond- 
ingly supplies a sustaining force in a heavily 
declining market. It thus prevents extremes 
of advance, and decline. 

Short selling is usually participated in only 
by professionals, but it is erroneous to be- 
lieve that short selling is more profitable than 
buying for the long account. There are 
dangers in short selling that do not exist in 
the purchase of real securities. In case of 
a shortage in the floating supply of securities 
which can be borrowed, a premium may be 
exacted by the lenders from the borrowers. 
This always causes a decline in the security 
lending at a premium. Where a stock is 
closely held, it is not impossible for the 
shorts to sell more stock than is available. 
In this case, a corner exists so that the 
owners of stock can charge the short sellers 
any price when they cover their contracts. 
There is theoretically no limit, moreover, to 

the amount which one may lose upon a short 
sale, provided he furnished sufficient margin, 
inasmuch as there is no theoretical limit to 
the price to which a stock may rise. 

Short Side 

Those who have sold short and whose in- 

terest it is to work for a decline in prices. 
Same as Short Account (q. v.). 

Short Stock 

Stock which has been sold short. 

Short-Term Notes. 

Notes running from three to six months. 

Sick Market 

An expression describing the condition of 
the stock market following a period of 
speculative activity in which prices have 
fallen and traders are discouraged. A con- 

dition of uncertainty and hesitancy prevails, 
and traders are casting about for news sus- 
ceptible to favorable or unfavorable inter- 
pretation so that commitments may be made 
accordingly. 

Sight Bill of Exchange 
A bill of exchange payable on presenta- 

tion. (See Bill of Exchange.) 

Sight Bills 
Bills payable on presentation; a term 

synonymous with demand bills and presenta- 
tion bills. (See Bill of Exchange.) 

Sight Credit 
A short title for the full title “Sight 

Letter of Credit,” a letter of credit which 

specified the drawing of a sight draft there- 
under. (See Letters of Credit.) 

Sight Draft 
A draft payable upon presentation. (See 

Draft.) 

Sighting a Bill 
When a bill is payable at sight or so many 

days after sight, it is presented for payment 
or acceptance to the drawee in order to bring 
it under his sight. A sight bill should be 
presented as soon after receipt as possible. 

Sight Rate 
The rate of exchange applicable to a de- 

mand draft or check; it is synonymous with 

Check Rate (q. v.). 
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Signature Card 
See Signature Department, Signatures. 

Signature Department 
Among larger banks a separate department 

is created, the function of which is to verify 
signatures on all home debit checks before 

they are charged to the depositors’ 
(drawers’) accounts. Since a bank is re- 

sponsible for paying checks signed by a 
forged or unauthorized name, the verifica- 
tion of the genuineness of signatures is 1m- 
portant. The verification of signatures de- 
pends upon keeping an up-to-date signature 

card file containing all signatures with which 
the bank comes in contact, and the employ- 
ment of clerks who can memorize the signa- 

tures of the customers in order to discrim- 
inate between a genuine signature and a ficti- 
tious, forged, or otherwise unauthorized one, 

without constant comparison with the signa- 
ture card. 

The signatures of principals of eacn ac- 
count are secured on a signature card tor 
future use when the account is opened. Some 

banks procure specimen signatures on three 
different cards to be used in the paying 
teller's and new business departments, and 
at the check desk. Other banks make 
photographic copies of signature cards, thus 
obviating the necessity of requesting cus- 
tomers to sign more than one card. 

In partnership accounts the signatures of 
both partners are required. In corporation 
accounts the signatures of each official au- 
thorized to sign, either as full authority or 
for counter signature, or Per Procuratin 

(q. v.), is obtained. The signatory power of 
each official is also indicated. Thus a bank 
official may be authorized to certify a check 
but not to sign a cashier’s check. T9 au- 

thenticate the signatures of officials, a copy 
of the resolution of the board of directors 
empowering such officials to sign is also pro- 
cured. Changes in authority to sign must be 
followed up and signature cards revised ac- 
cordingly. The signature clerk must see 
that the signature is not only genuine, but 
in case of an official signing for a corpora- 
tion, that he has power to sign and that the 

power to sign is still in force. 
Banks usually place the following addi- 

tional information on the signature card: 

(1) occupation or business; (2) address; 
(3) date of opening the account; (4) in- 
troduced by. (See Signatures. ) 

Signatures 
A bank is required to know the signatures 

of all its customers and is responsible if it 
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pays a check on which the drawer’s signa- 
ture has been forged. For this reason it is 

essential that the signature upon each check 
be verified before it is paid and charged to 

the customer’s account. The method of veri- 
fication is explained under Signature Depart- 

ment (q. v.). 
When checks are presented to the paying 

teller the signature of which he does not 
recognize (as in the case of a new account), 
he must consult the signature file, which 

should be readily accessible. If the drawer’s 
signature differs from the usual one so as to 
raise the question of its genuineness, it is 
referred to an officer. In England it is a 
customary practice when the signature differs 
and it is difficult to communicate with the 
depositor, to return the check with the ex- 
planation, “signature differs.” 

Signatures may be representative of differ- 

ent types of accounts, ¢. g.: 
(1) Individuals. 
(2) Joint—Where one or more persons 

have a joint interest in the account. 
(3) Co-partnership—Where two or more 

persons can sign checks binding a firm. 
(4) Corporation—Where certain officials 

are authorized to sign by a resolution of 
the board of directors, which the bank should 
have on file. 

(5) Power of attorney—Where an agent 
may be appointed to sign for another person. 
In this case a copy of the power of attorney, 
setting forth the agent’s authority, should 
be on file. 

(6) Agent, manager, treasurer, special, 
etc. A person or corporation may have 
several special accounts for various pur- 
poses. The person authorized to sign checks 
for withdrawals from such an account, does 
not need to reveal the principal. 

(7) Administrator, executor, trustee, 
sinking fund agent, etc. When signing in a 
fiduciary capacity, proper authorization to 
act in such capacity must be on file. 

Sign in Blank 
See Indorsement. 

Signing by Mark 
See Mark Signature. 

Silver 

A metal extensively used in the arts and 
which still constitutes the standard of value 
and monetary unit of several countries, in- 

cluding China, Persia, Abyssinia, Guatemala, 
Honduras and Salvador. It is also used 
among the gold standard countries in the 
subsidiary coinage. 
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Before 1870 the ratio of the commercial 
value of gold and silver was relatively stable, 
being normally about 15% to 1. Since 1870 
and especially since 1890, the commercial 
value of silver has declined in relation with 
gold. On account of its greater use in the 
arts, greater annual variation in production 

and its lesser value, it is less desirable as a 
standard of value than gold. 

The production of silver in the United 
States and for the entire world since 1861 is 
exhibited in the parallel columns below: 

World 
Silver Production 

(Ounces Fine) United States 

READ  eeahetetacee 35,401,972* 1,546,9007 
BRU Bote te ck ts 35,401,972 8,701,200 
Bae UF erence 43,051,583 12,375,000 
sid ak EEE 62,261,719 24,539,300 
SOU ttecdeanss 74,383,495 30,318,700 
i hota hg pablo eer 91,609,959 39,909,400 
oA Tiga Ala 126,095,062 54,516,300 
Pei stiencoet: 167,800,960 55,727,000 
OS oocseses 173,591,364 57,647,000 
VL Maa Ae a 172,317,688 56,101,600 
FU dani 221,715,673 57,137,900 
et ih hp poh Anes 226,192,923 60,399,400 
1A GES ae 224,310,654 63,766,800 
BLS Beers colar 223,907,843 67,601,111 
OE Raid 168,452,942 72,455,100 
Be oleracea 184,204,745 74,961,075 
OL ccoctestss 168,843,000 74,414,802 
ASW Sore pooh 174,187,800 71,740,362 
BIO seceteyiss 198,168,408 67,810,139 
Be OP eters 174,517,414 56,682,445 
BLU act gscvcss 174,212,686 55,361,573 
AAAS, SEER 170,000,000 53,052,000 
1 Fede RA 210,000,000% 60,000,0004 

* Estimates before 1885 are by Dr. Adolph 
Soetbeer, and since by the Director of the Mint. 

+ Estimates before 1875 are by R. W. Raymond, 
U. S. Commissioner of Mining Statistics, and 
since by the Director of the Mint. 

$ Estimates. 

The commercial or market ratios existing 
between gold and silver from 1700 to 1922 
are given under Market Ratio (q. v.). 

The principal market for bar silver is in 
London where the metal is extensively 
traded in as a hedge against business trans- 
actions. (See Silver Certificate, Silver 
Coinage, Silver Dollar.) 

Silver Bullion 

Metallic silver bars. (See Silver.) 

Silver Certificates 

Silver certificates are issued in denomina- 

tions as follows: $1, $2, $5, $10, $20, $50, 
$100, $500 and $1,000. This issue is en- 
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graved with green backs, being stamped with 
a blue seal on the obverse side. Like gold 
certificates they are, in effect, warehouse re- 
ceipts certifying that a silver dollar has been 
deposited in the United States Treasury for 
each dollar represented by the certificate. 
They circulate in lieu of an equivalent 
amount of actual silver in which metal they 

are redeemable, and therefore, may be re- 
garded as being collateraled by a 100 per 
cent. silver reserve. They are not redeem- 
able in gold and are not legal tender, but are 
receivable for all public dues and when so 
received may be reissued. Through the 
operation of the Gold Standard Act of 1900 
all forms of United States money are re- 
quired to be maintained on a parity, so that 
the question of their legal tender and ac- 
ceptability at par does not arise. They may 
be held by Federal Reserve and National 
banks as lawful reserve. 

Silver Coinage 
At present silver coinage in the United 

States is restricted to standard silver dollars, 
and three subsidiary silver coins, the 50 cent, 
25 cent, and 10 cent piece, all of which are 
coined on Government account only. Under 

the Act of April 2, 1792, establishing the first 
monetary system of the United States, both 
gold and silver were standard moneys and 
freely coined at the ratio of 1:15. The 
double standard was established by the Act 
of February 12, 1873, whereby silver became 
demonetized. (See Silver Dollar, Half 
Dollar, Quarter, Dime.) 

Silver Dollar 

This coin has an anomalous position in the 
United States monetary system. It is coined 
only on Government account, is short in 
value and is in reality a form of token 
money. Nevertheless it is legal tender at its 
nominal value for all debts and dues, public 
and private, without regard to amount, ex- 
cept where otherwise expressly stipulated in 
the contract. Silver dollars are not redeem- 
able in gold—the standard money—although 
by the Gold Standard Act of 1900, and ‘re- 
affirmed by the Federal Reserve Act of 1913, 
the different kinds of money in circulation 
are required to be kept on a parity with gold 
by the Treasurer of the United States. 

The silver dollar contains 412.50 grains of 
standard silver (0.900 fine), and is composed 
of 371.25 grains of pure silver, and 41.25 
grains of copper alloy. The coinage ratio 
between gold and silver is 15.988+, and at 
the current prices of silver, the Government 
makes a considerable profit in silver coinage, 
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‘which is placed in the Silver Profit Fund 

ETS Ay 

The coining value in standard silver dol- 

‘lars of an ounce of pure silver is $1.2929-+-, 

-and the coining value of an ounce of stand- 

ard silver (0.900 fine) is $1.1636+. Since 
silver is quoted by the ounce, the bullion 

value of the silver dollar at any given time 

may be determined by dividing the coining 
value per ounce by the commercial price per 

ounce. The following parallel tables show 
these values from 1890 to 1922: 

Value of a fine ounce 
of Silver at average 
quotation in London 

Bullion value 
of Silver 

bar silver market. Dollar. 

TO Cire se rsets $1.04634 $0.80927* 

1895 Pee ace 65406 50587 
STUNT Sebattets. blece 62.007 47958 

POO DAP. he 59595 .46093 

NOO2 Arve ecousstaies 52795 40835 

| ASU ea ab a 54257 .41960 
1 OBA ee ee 57876 44763 
PODS ak ete 61027 .47200 

TSO 7 ie eonerecs 67689 Yeyits ap 
LOO AAR ee 66152 51164 

O08! PatAs eer? 53490 41371 
ROOD err ere 52016 40231 

BOLO Moe geen ee 54077 41825 

AO eee ee. 53928 41709 

ROVE A ol 61470 47543 

y RS BRS Saeco ae ge 60458 .46760 
Ed BE LUNE ET ead 55312 42780 

LES ates a ec 51892 40135 
LG O ee ea 68647 53094 

LODZ gets eet te 89525 69242 
BOGE ae eg .98446 76142 

5 ULES | ee 1.12087 86692 

LOZ pence 1.01940 78844 
BO Tae ee iene 62670 48817 

POPE DE Aa as 67590 52640 

*~ Determined by dividing $1.04634 by $1.2929. 

Silver Profit Fund 
The profit which the Government makes 

in coining silver dollars from silver bullion. 
It is equal to the difference between the 
value of the silver coins and the commercial 
value of the silver bullion used in their coin- 
age. This amount is placed in the silver 
profit fund. 

Silver Standard Countries 

See Silver. 

Simple Arbitration of Exchange 

See Arbitration of Exchange. 

Single-Name Paper 

Notes which are the obligation of one 

party only, 7. ¢., the maker. It is also known 

as straight paper. 

Single name paper “represents loans to an 

individual, firm or corporation on their own 
note of hand without any other responsibility 
than that of the general credit of the maker. 
Although two or more names may appear on 

a note either as makers or indorsers, it is 
still single name paper, if the names repre- 
sent identical interests. Sometimes the mem- 
bers of a firm will indorse their firm notes 
personally, but unless they are possessed of 
considerable outside means entirely apart 
from their business, such indorsements 
merely strengthen the moral risk, and the 
instrument is still single name paper. Again, 
a firm may have a subsidiary organization 
trading under a separate name, but with 
identical interests, so that although both 
names appear on the note—one as maker and 

the other as indorser—the obligation is still 
essentially single name paper. Failure to 
guard against this contingency has caused 
many bank losses, since a single failure may 
affect several allied companies.’* 

Fully one-half of the commercial paper 
sold through the medium of note brokers is 
single name _ paper. (See Commercial 
Paper. ) 

Single Option 
A put or a call. (See Call, Put) 

Single Standard 
A monetary system in which one metal, 

e. g., gold or silver, is made the basis of 
the standard money and coins manufactured 
from all other metals are subidiary. (See 
Gold Standard, Standard Money, Standard 
of Value.) 

Sinking Fund 
A fund created by setting aside out of 

earnings at stated intervals sufficient to pro- 
vide for the payment of all, or part, of a 
long term debt, such as an issue of bonds or 
preferred stock. The creation of a sinking 
fund is a method of amortization or extin- 
guishment of a debt not yet matured, and is 
as binding upon the debtor organization 
(obligor) as any other provision of the con- 
tract. 

A sinking fund is usually placed in the 
hands of a sinking fund trustee named under 
the terms of a mortgage deed. It may be 

om O. H. Wolfe: Practical Banking. 

i i ta 
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invested in three ways: (1) in a bank to 
bear interest; (2) in bonds of other organi- 
zations; and (3) in bonds of the issuing 
organization. Due to the opportunity for 
mismanagement of sinking fund investments, 
it is usually considered safer to apply sink- 
ing fund payments to the purchase of the 
company’s own bonds being amortized, thus 
extinguishing the very debt for which the 
sinking fund was created. 

There are three ways in which a sinking 
fund may be invested in a company’s own 
bonds: (1) purchasing and keeping alive 

parts of other issues; (2) purchasing and 
keeping alive parts of the issue being amor- 
tized; (3) purchasing and cancelling parts 
of the issue being amortized. The latter 
method is usually considered the best. It 

not only decreases fixed charges, but it 
increases the equity of the owners and 
strengthens the security of the  bond- 
holders. It also prevents mismanagement of 
the sinking fund and tends to stabilize the 
price by making a market for the bonds. 

The purchase of the bonds being amortized 
may be accomplished by open market trans- 
actions, or else the mortgage deed may pro- 
vide for the purchase on certain interest 
dates of a certain number of bonds to be 
called by lot, usually at a premium. In the 
latter case, notice is given by the sinking 
fund agent that in accordance with the pro- 
visions of the mortgage and deed of trust it 
has designated by lot, for redemption on a 
certain date out of moneys paid to the 
trustee by the issuing company, a certain 
sum of money for the redemption of bonds 
bearing the numbers stated in the notice. 

BIBLIOGRAPHY 
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Sinking Fund Assets 
The name given to an account which rep- 

resents cash or securities in which the sink- 
ing fund is invested. From an accounting 
and credit standpoint, these assets should be 
considered as applicable to the reduction of 
the relative liabilities. (See Sinking Fund.) 

Sinking Fund Bonds 
Bonds issued under a sinking fund agre2- 

ment which require the debtor organization 
(obligor) to set aside periodically out of 
earnings a sum which, with interest, will be 
sufficient to redeem the issue at maturity. 
The purpose of sinking fund bonds is to 
give assurance to investors that systematic 
provision is to be made for the repayment 

ey | 

of the loan and sinking fund payments be- 
come obligatory as a part of the contract. 
Sinking fund payments are usually made to 
a trust company or sinking fund trustee and 
are just as binding upon the issuer as interest 
payments, ¢.g., failure to make sinking fund 
payments entitles the bondholders to the 

same legal rights as default in payment of 
interest. 

Sinking fund bonds occur among both 

civil and corporate issues, but are more 
common among the latter,  especially- 
among industrial bonds. Sinking fund bonds 
are essential for protection of the investor: 

in the case of extractive industries, such as. 
coal, mining, oil, and the like, since the assets 
are of a wasting character. Among railroad 
and public utility corporations where the 
fixed assets must be kept intact in order 
that operations may continue, sinking fund’ 
bonds are not so important, and are of rare. 
occurrence. 
Among civil issues, the serial method of: 

debt repayment has tended in recent years to. 
replace the sinking fund method. (See Sink~ 
ing Fund.) 

Sixpence 
An English coin, equivalent to about 12.15 

cents in United States money. (See Foreign 
Moneys—England.) 

Sixteen to One 

The popular title to the issue raised in 
the campaign of 1896 between Bryan and 
McKinley, having reference to the coinage 
ratio between silver and gold. Bryan ad- 
vocated the re-establishment of Bimetallism 
(q. v.) on this basis. The coinage ratio be- 
tween silver and gold of 16 to 1 was es- 
tablished by Act of Congress in 1837, al- 
though the exact ratio is 15.988 plus. (See 
Free Coinage.) 

Skyrocketing 
An expression to denote the rapid rise of 

a stock, or of the entire market, over a wide 
range in a short time. Such a rise is brought 
about by speculative enthusiasm generated by 
particularly favorable news. 

Slaughter 
An expression to denote the sale of se- 

curities at prices far lower than warranted 
by intrinsic values. 

Slipping 
An expression to denote a declining tend~ 

ency of stock market prices. 
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Slow Assets 

Same as fixed, permanent, or capital assets. 
(See Fixed Assets.) 

Sluggish 
An expression to denote a state of in- 

activity in a market, 7. ¢., a small number of 
transactions and slight price changes. 

Slump 
This term has two applications : 
(1) An expression to denote the continued 

decline in prices in a market, especially when 
due to unfavorable trade reports. 

(2) A term to describe a falling off in 
the volume of business in a trade or industry, 
or throughout the entire business structure. 

Smash 

An expression to denote an abrupt and 
violent decline in prices of securities or com- 
modities creating a condition bordering on 
panic; a somewhat stronger expression than 
Break (q. v.). 

Soft 

An expression applied to a stock, or to the 
entire stock market, when prices have a de- 
clining tendency. 

Soft Money 
Paper money as distinguished from me- 

tallic or hard money. 

Soft Spot 
A stock exchange expression applying to 

any single stock which stands out promi- 

nently in the day’s quotations because of its 
weakness, when the rest of the list main- 
tains its strength. 

Sol 

A Peruvian money. 
—table 2.) 

Sola, Sola Bill 

A foreign check or bill of exchange con- 
sisting of one document as distinguished 
from a check or bill drawn in a set, 7. e¢., in 

duplicate or triplicate. Foreign checks and 
bills of exchange are normally issued in 
duplicate and transmitted on separate steam- 
ers. A sola check or bill is not of usual oc- 
currence. Such a check or bill would be 
phrased, “Pay this Sola Bill of Exchange to 
the order of,’ or the word “Sole” would be 
printed in large type across the face. (See 
First of Exchange.) 

(See Foreign Moneys 

Sole, Sole of Exchange, Solus 
Other terms used synonymously with Sola 

or Sola Bill (q. v.). 

Solvency 
The normal condition of a business—when 

assets exceed liabilities (not including net 
worth). (See Business Solvency, Financial 
Solvency.) 

Sovereign 
The pound sterling, equivalent to $4.8665 

in United States money. (See Foreign 
Moneys—England. ) 

Special Agent 

See Agent. 

Special Assessment Bonds 
Bonds issued by municipalities for obtain- 

ing funds to finance improvements, the bene- 
fits of which are purely local in character, 
such as parks, drainage ditches, sewers, side- 
walks, etc. While these bonds are obliga- 
tions of a municipality or district, the prin- 
cipal and interest are payable by levying a 
special tax upon the property benefited, and 
not by the municipality as a whole; thus, 
bonds issued for the construction of a drain- 
age sewer may be repaid by levying taxes 
upon the property benefited by such drainage. 
Usually the locality benefited organizes itself 

into a district which exists solely for the 
purpose of financing the proposed improve- 
ment and which alone bears the cost. As in- 
vestments, special assessment bonds lie mid- 

way between municipal bonds and promises 
to pay by private obligors. (See Semi-. 
Municipal Bonds.) 

Special Depositary 
See Depository, Reserve Depository. 

Special Deposits 
See Deposits. 

Special Indorsement 
See Indorsement. 

Specialists 
A name given to a class of stock exchange 

members—usually room traders—who special- 
ize in a single stock or group of stocks be- 
longing to the same industry. These mem- 
bers become expert in the knowledge of such 
stocks, and since they are usually on the 
floor, they derive considerable business from 
other brokers who place orders with them. 
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Special Mercantile Agencies 
See Mercantile Agencies. 

Specialties 

A stock market expression to denote those 

securities which are temporarily attracting 
special interest. The expression is also used 
in reference to the important securities dealt 
in by stock exchanges other than the New 
York Stock Exchange. For instance, the 
Boston Stock Exchange specializes in copper 
stocks. 

Specie 
A general term to denote metallic money— 

gold or silver coins—as distinguished from 
paper money and credit instruments (checks, 
notes, and the like). The term is also some- 
times applied to gold and silver bullion. 

Specie Payments 
Payment in coin or bullion, as  distin- 

guished from payment in paper money which 
may be inconvertible, 7. e., not redeemable 
in coin. Practically all of the banks in the 
United States suspended specie payments on 
their notes during the panics of 1814, 1837 
and 1857. The greenbacks issued by the 
United States Government during the war 
failed to specify a method or time of re- 
demption. Since they were not supported by 
an adequate gold reserve and were merely 
government promises to pay, they greatly 
depreciated in value. The Specie Resump- 
tion Act of 1875, however, provided that the 
Secretary of the Treasury should, “on and 
after January 1, 1879, redeem in gold coin 
the United States legal tender notes out- 
standing, on their presentation for redemp- 
tion at the office of the Assistant Treasurer 
of the United States in the City of New 
York, in sums of not less than $50.” Even 
before this date, and ever since, legal tender 
notes have been maintained on a parity with 
gold. (See United States Notes.) 

Specie Point 
See Gold Points. 

Specie Resumption Act 
See Specie Payments. 

Specifications 
A term used among foreign exchange 

clerks to denote the terms applicable to bills 
of exchange drawn under letters of credit. 
Letters of credit specify in minute detail the 
terms which must be followed in drawing 
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bills thereunder, ¢. g., amount, nature of ship- 
ment, terms of draft, expiry date, currency, 

documents to accompany bill, etc. 

Specific Guaranty 
See Guaranty. 

Specific Legacy 

See Legacy. 

Speculation 
This term>:is used in both a broad and 

narrow sense. In its broadest sense, specula- 
tion is risk-taking, 7. e., taking money risks 
with a prospect of gain, but with a chance 
of loss. The degree of risk in speculation 
depends upon how accurately the elements 
entering into the risk can be scientifically 
(statistically) calculated, and future develop- 
ments based upon such calculations can be 
forecasted. Speculation is a necessary and 
unescapable element in business, 7. e., all 
business by its inherent nature is a continuous 
speculation, since many elements cannot be 
exactly forecasted. The term is sometimes 
specially applied to speculation in which a 
person engages outside of his usual business 
undertaking, or else to undertakings which 
are extraordinarily hazardous. Speculation 
which is inherent in business may be known 
as primary speculation since it cannot be 
avoided. When speculation is incidental to 
the main business undertaken, for example, 

stock market operations, it may be called 
secondary or incidental speculation. An un- 
known writer says: “All business is uncer- 
tain—all business is speculation; the term 
‘speculation, however, is commonly restricted 
to business of exceptional uncertainty. The 
uninitiated believe that chance is so large a 
part of speculation that it is subject to no 
rules, is governed by no laws; this is a 
serious error.” 

From a broad economic standpoint, there- 
fore, speculation is a necessary business func- 
tion in which the speculator (the business 
man) hazards his money for the sake of pro- 
fit. Profit is the reward for taking the risk 
of uncertain future developments, which are 
uninsurable. When speculative risks are 
borne by the professional class who are in a 
position to calculate the uncertain elements 

within reasonable limits of error, and who can 
protect themselves against disastrous losses by 
an understanding of speculative principles 

(technique of the market, business baro- 
meters, hedging, options, etc.), society gains 
because the cost of taking these risks is 

thereby reduced. 



520 ENCYCLOPEDIA OF BANKING AND FINANCE 

In a narrower sense, the term applies to 

what has been previously defined as _ inci- 
dental speculation. H. S. Martin* says: 
“Speculation is also called by the name of 
the article speculated in, such as a business 
speculation, real estate speculation, cotton, 

grain, wool, sugar, stock, coffee, produce, or 
other speculation. When speculation in any 
one of these commodities is engaged in, a 

highly specialized type of professional specu- 
lation is developed and in modern business 
organizations professional speculators trad- 
ing in these commodities are numerous.” 

Due to the losses arising in speculative 

commitments, especially by the uninitiated 
who engage in secondary speculation without 
a knowledge of its principles, speculation is 

sometimes confused with gambling. Strictly, 

however, gambling is based on pure chance 
without the use of intelligence or foresight; 
no result is accomplished and what one man 

gains another man loses. Speculation differs 
from gambling in that it implies taking risks 
which are subject to analysis, interpretation, 

and measurement, and thus become amenable 

to scientific forecast. Necessary speculation 
is a productive economic function since it 
must be borne by business men as a class in 

overcoming the uncertainties of the future, 
especially with reference to price changes. 
A person who speculates in business or in 

stock or commodity transactions without 
being fortified by knowledge, judgment and 
experience, however, is akin to a gambler 

because he “goes it blindly.” In this connec- 
tion the Hughes Committee which investi- 
gated the Stock Exchange in 1909 said: “A 
real distinction exists between speculation 
which is carried on by persons of means and 
experience and based on an intelligent fore- 
cast, and that which is carried on by persons 
without these qualifications, the former is 
closely connected with regular business.” It 
may be added that the latter is associated 
with gambling. 

Speculation and investment are also often 
confused. The line of demarcation between 
these two terms is difficult to draw since 
they are customarily used in a loose rather 
than a technical sense. The Ticker and In- 
vestment Digest (New York) regularly 
prints in each issue the following distinc- 
tion: “Speculation: Operations wherein in- 
telligent foresight is employed for the pur- 
pose of deriving a profit from price changes. 

Investment: The placing of capital in a more 
or less permanent way mainly for the income 
to be derived therefrom.” In _ brokerage 
circles it is commonly assumed that a se- 

* New York Stock Exchange, p. 20. 

curity purchased with the intention of hold- 
ing it permanently is an investment, whereas 
one purchased with the intention of selling 
it as soon as a favorable opportunity occurs 
is a speculation. It is also generally supposed 
that securities purchased on margin repre- 
sent speculative commitments as contradis- 

tinguished from securities purchased out- 
right which represent investments. These 
are loose popular acceptances of the terms. 

Technically, the distinction between in- 

vestment and speculation rests upon the 
degree of safety of the capital sum com- 

mitted. In an investment, the relation be- 
tween the original money outlay and the 
final return is certain and stipulated in a 
contract, ec. g., the secured bond of a respon- 

sible debtor. The owner of a bond possesses 
an enforceable contract with assets often 
placed as security in which the debtor prom- 
ises to pay a stipulated sum of money at a 
certain rate of interest on a definite maturity 
date. A contractual relationship exists be- 
tween the bondholder and debtor in which 

the present and future terms of the debt are 
fully set forth. In speculation, however, the 
relation between the original outlay and 
final return is uncertain, e. g., a business, 

shares of stock, farm, oil lease, foreign ex- 
change, patent, merchandise bought for re- 
sale, etc. A share of stock is a speculation 
because it is not a contract to pay a definite 
sum, and has no maturity. Its value may 
rise; or it may fall and even become worth- 
less. This technical concept of speculation 
is ably defined by A. C. Whitaker* thus: 
“The assumption of risk involved in the 
making of an outlay in money (or money’s 
worth), or the commiting of one’s self to 
make such an outlay in the future (whether 
the commitment be absolute or conditional), 
for a return in money, or its worth, in any 

“instance where the relation or proportion be- 
tween the outlay and return is uncertain. 
Outlay may be certain and return uncertain, 
or reversely, or both may be uncertain.” 

In no market is there greater speculative 
interest than in the stock market, although 
speculative activity also reaches high levels 

on the Chicago Board of Trade and the New 
York Cotton Exchange. To speak in Wall 
Street terms, speculation is engaged. in by 
four classes: professional speculators (usu- 
ally members of the exchange), amateur 

speculators, investors, and the public. Some 
of the factors which a _ successful stock 
speculator must give attention to, are: (1) 
relationship of current prices of individual 
stocks to their fluctuating range; (2) re- 

* Foreign Exchange, p. 381. 
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lationship of current prices to market aver- 
ages; (3) relationship of the time of com- 
mitments to the stage in the business cycle; 
(4) general business conditions as shown by 
business barometers; (5) particular condi- 
tions in the corporations in whose securities 
commitments have been made; (6) money 
rates and credit conditions; and (7) tech- 
nical position of the market. 

For further information upon the prin- 
ciples of stock trading, see Business Baro- 
meters, Business Cycle, Business Forecasting 
Services, Fluctuating Principle, Fundamental 
Conditions, Industrial Stocks, Investment, 
Gambling, Market Average, Market Senti- 

ment, Mining Securities, Speculative Cycle. 
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Stocks and Their Market 

Business Barometers, 

Speculative Cycle 
A period of rising security prices followed 

by a period of falling prices and definitely 
related to the Business Cycle (q. v.). A 
wave covering a number of years in which 
security prices pass through a peak and 
valley, 7. ¢., a successive major upward and 
downward swing. A _ speculative cycle is 
popularly described as possessing three 
stages. After a bear market and prices 
have reached bottom there is a period of 
accumulation during which prices of stocks 
move forward very gradually. This is the 
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first stage. The second stage is that in 
which the leading barometers indicate a 
return to normal conditions, ultimately lead- 
ing to prosperity. This is called the period 
of advance, and is characterized by active 
bidding up of security prices. The third 
and last stage is that of distribution. During 
this stage business is at boom proportions, 
but credit becomes tight and interest rates 
rise. Insiders, experienced speculators, and 
large financial interests sell their stocks 
while prosperity is at its height and prices 
are still high, knowing that the period of 
prosperity must finally collapse and give 
way to depression. 

The high and low points of the specula- 
tive cycles in the United States since 1903 
are given in the following table: 

High 

February 1906 
September * 1909 
October 1912 

December 1916 

November 1919 

March 1923 

Low 

October 1903 

November 1907 
August 1910 

January 1915 
December 1917 

August 1921 

No bull movement in the last twenty-two 
years has had a duration of less than twenty- 
one months. Bear movements, however, 

have sometimes run a shorter course. (See 
Business Cycle, Business Forecasting Serv- 
ices, Swings. ) 

Speculative Investments 

Securities which although not entitled to 
an investment rating, because dependent upon 

the earnings of the business, are supported 
by adequate assets, skillful management, 

large reserves, and possess reasonable 
prospects of improvement in standing. 

Speculator 
A person who specializes in the profession 

of risk-taking. One who hazards his money, 

effort and time in the taking of risks of 
speculation, for the purpose of gain. (See 
Speculation. ) 

Split 
The execution of an order in two or more 

parts at different prices, ¢e. g., an order to 
sell 2,000 shares might be executed on two 
different days in lots of 1,000 shares at 
different prices, due to the inability of find- 
ing a market at suitable prices in one day. 

Split Order 

See Split. 
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Split Proof System 

Same as Block System (q. v.). 

Split Quotations 
The smallest regular variation in quota- 

tions on the New York Stock Exchange is 
¥g point. In a split quotation, the % is 
divided in half, resulting in 1/16, e. g., 
513/16) 

Spot 

An adjective which is used in conjunc- 
tion with commodities, e. g., foreign ex- 
change, wheat, grain, oats, cotton, etc., in- 

dicating readiness for tmmediate, as dis- 
tinguished from future, delivery. 

Spot Cash 
Immediate cash available or given for a 

purchase involving immediate delivery. 

Spot Grain 
See Spot. 

Spot Price 
Cash price; a price quoted for commodi- 

ties, including foreign exchange, which are 
ready for immediate delivery for cash, as 
distinguished from the price quoted for 
futures, 1. e., commodities for future de- 
livery. 

Spot Sale 
A sale in which cash is paid for imme- 

diate delivery, as distinguished from a 
future sale. 

Spotted 
An expression used to describe stock 

market prices when a certain few securities 
advance or decline, although the majority 
show no definite trend, but rather remain 
stationary. The securities which are con- 
spicuous for resisting the trend, or which 

show a counter movement are called market 
spots. 

(See Hard Spot, Soft Spot.) 

Spotty 
See Spotted. 

Spread 
A combination of a put and a call, by 

which the purchaser has the privilege of 
“putting” at one price, or “calling” at an- 
other price a certain security (securities) 
or commodity (commodities), stated in the 
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contract, within the contract period. A 
Straddle (q. v.) is similar to a spread ex- 

cept that the put and call prices are the 
same. 

Spurt 
An expression used to denote a sudden 

and appreciable advance in stock or produce 
market prices achieved by a series of frac- 
tional movements rather than by jumps of 
a point or more. 

Squeeze 
An expression used to refer to the con- 

dition when short sellers are forced to 
cover their contracts at a loss, due to rising 
prices, fearing that prices will mount higher. 
A money squeeze refers to a temporary 

shortage in the supply of loanable funds 
accompanied by difficulty in borrowing and 
marking up of interest rates. 

Stabilized Dollar 

A name given to a theoretical dollar 
having constant purchasing power by Pro- 
fessor Irving Fisher of Yale University in 
his book entitled “Stabilizing the Dollar.” 
The theory of the stabilized or compen- 
sated dollar is to convert the present gold 
standard into a true commodity standard, 
i. e., to standardize the dollar as a unit of 
purchasing power. Instead of a gold dollar 
having a constant weight and varying pur- 
chasing power, there would be a gold dollar 
of constant purchasing power and varying 
weight. ; 

The proposed method by which this plan 
would become effective is to increase the 
weight of the gold dollar to compensate 
for its depreciation in purchasing power. 
The degree of change in purchasing power 
would be ascertained by a reference to care- 
fully prepared Index Numbers (q. v.). 
Under this plan present gold coins would 
be relegated to the status of token coins 

which would entitle the holder to a vary- 
ing quantity of gold bullion. Appraisals of 
changes in the value of money would be 
made by reference to index numbers quar- 
terly or annually. 

The chief criticisms directed against the 
stabilized dollar plan are: (1) The increase 
in gold is only one of the causes of higher 

prices; (2) the plan would destroy the 
function of price since price fluctuations are 
guides to production and consumption; (3) 
it would not prevent sharp fluctuations from 
week to week which are more dangerous 

than a general trend upward or downward, 

since in the latter the general scale is main- 
tained; and (4) difficulty of administration. 
(See Money. ) 
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Stagnation 
An expression describing the condition on 

a stock exchange, or in general business, 
when volume is small and trading inactive. 

Stale Check 

See Check, Date. 

Stamped Security 
A bond or stock which has been stamped 

at some time subsequent to the original 

issuing date to show some change in its 
status—a new condition to which it is sub- 
ject, or privilege to which it is entitled. It 
implies an addendum to the original agree- 
ment for the purpose of reinforcing the 
security or otherwise. Extended Bonds 
(q. v.) are very often stamped. 
Sometimes the term is used to apply to 

securities which are subject to a stamp tax 
and on which such tax has been paid. 

Stamp Tax 
Revenue taxes are levied on foreign bills 

of exchange by most countries. The rate 
on checks is usually nominal (except in 
Canada), and the rate on sight bills is always 
lower than on time bills. The customary 
rates on long bills range from 1/10 to 1/50 
per cent. 

Standard Bullion 

Gold or silver bullion having precisely the 
same composition as gold or silver coins, 7. ¢., 
bullion ready for coinage without refining. 

Standard bullion consists of 900 parts of 
pure gold or silver and 100 parts of copper 
alloy, 1. e., gold or silver nine-tenths fine. 
The coinage value of an ounce of pure gold 

is $20.67134+; of standard gold $18.60465. 
The coinage value of an ounce of silver is 
$1.2929+- ; of standard silver, $1.1636. (See 
Coinage, Mint.) 

Standard Copper 

See Copper. 

Standard Money 
The money selected by a government to 

serve as the basis of its currency system. 
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Standard money has three fundamental char- 
acteristics: (1) freely coined by the Gov- 
ernment mint for private citizens without 
limitation as to quantity; (2) full and un- 
qualified legal tender value in payment of 
all debts; (3) full bullion value, 7 e., the 
metal or bullion value is identical with the 
coin value except in countries which charge 
seigniorage). Gold is the standard money of 
the leading commercial nations, although 
silver is still used by China, Persia, and a 

few other countries. 
Under bimetallism, the coins manufactured 

from two metals circulate concurrently as 
standard money, usually gold and silver. Bi- 
metallism has been abandoned by all the 
countries which have tried the experiment. 
(See Bimetallism, Monetary Unit, Standard 
of Value.) 

: Standard of Value 

One of the functions of money is to serve 
as a standard of value, 7% e¢., a common 
denominator, or yardstick for determining 
the amount of another commodity which may 
be commanded in exchange. For instance, 
when a bushel of wheat sells for $1, it ex- 
changes for 23.22 grains of pure gold. To 
serve as a good standard of value, a metal 
must not only have intrinsic value in itself, 
but stability of value in order to prevent un- 

due fluctuations in the price level. Gold 
answers these requirements probably better 
than any other commodity, although not per- 
fectly, since it is a commodity of universal 
acceptability and normally its fluctuation in 
value is slight. (See Gold Standard, Mone- 
tary Unit, Standard Money.) 

Standard of Weight and Fineness 
See Present Standard of Weight and 

Fineness. 

Standard Stocks 
Tested or seasoned stocks; stocks of well- 

known companies having large assets, demon- 
strated earning power, a long dividend 
record, and a skillful and conservative man- 

agement. The term has reference to stocks, 
the value of which, though influenced by 
current earnings, are relatively stable, being 
subject to only moderate fluctuations. 

State Bank 

A bank operating under a charter granted 
by one of the states, as distinguished from 
trust companies and savings banks, which 

though organized under state laws, conduct 
a different type of business, and from 
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National banks which operate under charters 
issued by the Comptroller of the Currency. 
State banks, like National banks, are or- 
ganized primarily for conducting a general 
banking business and together constitute the 
class of banks generally known as com- 

mercial. The state banking laws are modeled 
after the National Bank Act and grant ap- 
proximately the same powers, but the regu- 
lations, generally speaking, are not quite so 
stringent. In order to exhibit the relative 
advantages of state and National banks, the 
following comparisons are offered: 

(1) No National bank can be organized 
with less than $25,000 capital. In some states, 
a state bank can be organized with a capital 
of $10,000, thus making it possible for a 
small town to secure banking facilities when 
conditions would not justify a National bank. 

(2) State banks are not permitted to issue 
circulating notes without the payment of a 
10 per cent. tax, which is prohibitive. 

(3) Restrictions upon loans are less rigid 
in the case of state banks; some state banks 

may loan more than 10 per cent. of their 
capital and surplus to one customer, and 

almost without exception are permitted to 
loan a higher percentage upon the appraised 
value of real estate than are National banks. 
State banks are usually permitted to make 
second mortgages, while National banks are 
not. 

(4) Both are subject to examination; 
National banks by the Comptroller of the 
Currency, and state banks by the State 
Banking Department (q. v.). 

(5) National banks are required to join 
the Federal Reserve System, where reserves 
must be kept without earning interest. They 
must also accept checks drawn upon them 
and received from out of town points, at par. 
Entry of state banks into the Federal Re- 
serve System is optional. If not members, 
they are not required to accept checks drawn. 
upon them at par. 

State Bank Examiners 

See Bank Examiners. 

State Banking Department 
Each state has created a department, usu- 

ally known as the State Banking Depart- 
ment, charged with the execution of the 
laws relating to the various types of banking 
institutions located in and chartered by the 
state. In most states, including New York,. 
the chief officer of this department, usually 
appointed by the governor, is called the 
Superintendent of Banks. In other states 
he is known by various titles, e. g., ““Commis- 

ae a a 
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sioner of Banking” (Massachusetts), ‘“Au- 

ditor” (Illinois), “Commissioner of Banking 
and Insurance” (New Jersey). 

The superintendent or head of the banking 
department is under bond and is authorized 

to appoint such deputies, examiners and 
clerks as may be necessary to carry out the 
duties imposed upon him. The principal 
duties of the department are: (1) to examine 
all banks chartered by the state as often as 
required by law (usually twice a year) ; (2) 
to pass upon applications for charters from 
petitioning organizers; (3) to terminate, 
liquidate and distribute the assets of any 
bank which may become bankrupt, as pre- 
scribed by law. The expenses of the depart- 

ment are usually defrayed by assessments 
upon the banking institutions examined. 

State Bonds 

A sub-classification of civil bonds; bonds 
which are the obligations of the people of a 
state, as distinguished from bonds of the 
Federal Government, and bonds of such gov- 
ernmentalities as cities, counties, districts, etc. 
In most states, a state bond issue must be 
authorized by a direct vote of the people. 
State bonds, like Federal Government bonds, 
may be paid out of the general revenues, and 
it is not necessary to levy a special tax for 
their payment. 

Like the Federal Government, however, a 

state, being a sovereign power, cannot be 
sued by an individual or private corporation 
against its consent. Theoretically, therefore, 
a state may repudiate its debts, and an in- 
vestor has no means of enforcing payment. 
In early periods of our history some of the 
states repudiated their bonds and for this 
reason State bonds are to some extent still 
in disrepute. (See Repudiation.) In recent 
years, however, the investment value of state 
bonds has become generally admitted—even 
the bonds of those states formerly guilty of 
repudiation. 

Several means have been adopted by a 
number of the states to strengthen their 
credit and develop a better market for their 
issues. One means is to place a provision in 
the bond contract which makes them sueable 
in case of default. Wherever the State Con- 
stitution provides this sanction, the uncer- 
tainty of the ultimate payment of state bonds 
is removed. 

Another means of enforcing payment is 
through a contractual provision to levy cer- 
tain taxes for the payment of the principal 
and interest on the bonds. Since the Federal 
constitution prohibits a state from passing 
legislation impairing the obligation of a con- 

tract, and a debt constitutes a contract, a 
state official—comptroller for instance—may 

be sued to enforce the levying of a tax to 
raise funds for the payment of the debt. 

The tendency of public expenditures is in 
the direction of increase of city rather than 
of state. The amount of state bonds out- 
standing is therefore small in comparison 

with Federal Government and municipal 
issues. Many states have no bonded debt at 
all, and in most cases, a debt limit is pro- 

vided. 
By a Supreme Court decision, state bonds 

are exempt from Federal taxes. They are 
also usually exempt from state and local 

taxes to holders within the state of issue. 

BIBLIOGRAPHY 

A. M. Saxorskr: Elements of Bond In- 
vestment (1921), Chap. 6. 

State Comptroller 
An officer of a state whose purpose it is 

to supervise and control its fiscal operations. 
In connection with the banking system, it is 

usually his function to approve the bond of 
the Superintendent of Banks and to designate 

depositaries for trust funds and moneys paid 
into court. 

Statement 

This term has two applications : 
(1) A statement of condition, or balance 

sheet. (See Balance Sheet, Bank Statement. ) 
(2) See Statement of Account. 

Statement Analysis 
A term used by bank credit men in refer- 

ence to that part of the process of measur- 
ing a credit risk which is determinable 
through an analytical study of its balance 
sheets, and in particular comparative balance 
sheets taken over a period of years. In 
modern scientific credit granting, a prospec- 
tive commercial borrower is required to sub- 
mit his financial statements in order that the 
business and property risks can be measured, 
1. e., to determine whether the property 
values therein indicated and the profits which 

such property yield, form an adequate basis 
for securing the proposed loan. 
When statements are received by a bank, 

they are first placed in analysis form on 
“statement comparison sheets.” By compar- 
ing one period with another the rate of 
growth or retrogression, and changes in 

separate assets, liabilities, and equities, can 
be shown. Actual conclusions are arrived at 
after a thorough study of the separate items 
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on the statement, and a scrutiny of the vari- 
ous balance sheet tests, e. g., current ratio, 
ratio of current assets to total liabilities, 
merchandise turnover, account turnover, etc. 
(See Account Turnover, Current Ratio, 
Merchandise Turnover, Ratio of Current 
Assets to Total Liabilities, Ratio of Debt to 

Net Worth, Ratio of Fixed Assets to Net 

Worth, Ratio of Merchandise to Receivables, 
Ratio of Net Profits to Net Worth.) 

Statement Comparisons. 

See Statement Analysis. 

Statement Department 

The department of a bank or other finan- 

cial institution that has charge of the pre- 

paration and forwarding of customers’ state- 

ments of account. In modern banking, state- 

ments of account are rendered in two ways, 

by balancing pass books or by the statement 

system, but the latter is nowadays practic- 

ally universal. Statements are duplicates of 

the ledger accounts except that all entries 

are shown in detail. 
In many banks, statements are prepared on 

billing machines (combination typewriters 

and adding machines), which are provided 

with counters or registers that automatically 
record and print additions and subtractions 

with resulting balances. The debits are 

posted to the statements in complete detail, 

each separate check drawn by the depositor 

and each charge ticket or other posting 

medium being listed thereon. Likewise, each 
credit whether posted from a deposit slip, 
letter, credit ticket, or other posting medium, 

is listed. 
The statement department may be con- 

sidered a part of the individual bookkeeping 
department. Wherever separate clerks oper- 
ate the ledgers and statements, it is neces- 
sary that they verify their work frequently, 
and always before statements are forwarded 
to customers. (See Statement of Account, 
Voucher Department. ) 

Statement of Account 

A continuous daily posted record, showing 
in detail all debits and credits, and balance as 
of the close of the period, usually one month, 
rendered by a commercial bank, broker, or 
other business, to its customers. These ac- 
counts give dates and descriptions, and per- 

mit the customer to verify the bank’s record 
with his own. If differences occur, they can 
then be investigated by reporting back 
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through the reconcilement blank usually en- 

closed with the statement. (See Reconcile- 

ment of Accounts.) 

State Street 

The street in Boston where most of the 

financial institutions are located, and by ex- 

tension, a popular name for financial Boston. 

Statistical Department 

In a bank, the statistical department usu- 

ally known as the Analysis Department 

(q. v.), analyses accounts to determine 

whether or not they are profitable, or the 
extent to which they are profitable. 

In an investment or brokerage house, a 

statistical department is maintained as a 
service department in aid of salesmen and 
customers. It is this department that studies 
and prepares the statistical data that is fur- 
nished with prospectuses, bond and stock cir- 

culars, and other advertising material. The 
work of this department oftentimes embraces 
a wide field of investigation with a view of 
assisting the house and its clients to make 
intelligent decisions in their investment selec- 
tions. (See Bank Cost-Accounting.) 

Statistical Services 

See Business Forecasting Services, Finar: 

cial Magazines, Financial Newspapers, Man- 

uals, Mercantile Agencies. 

Statistics 

The mathematical method applied to busi- 
ness and social sciences. (See Business 

Barometers, Index-Numbers. ) 

BIBLIOGRAPHY 

R. W. Hotianp: Business Statistics, 1921. 

J. G. Frepertck: Business Research and 
Statistics, 1920. 

H. Secrist: Statistics in Business, 1920. 

Statute of Limitations 

Whenever a right of action arises as a re- 

sult of breach of contract, personal injury, 

or the like, suit must be brought within a rea- 
sonable time, fixed by the statute of limita- 

tions. At the expiration of the period fixed 
by this statute, legal remedy is forever 

barred. The period fixed by the statute of 
limitations varies among the several states 

according to the different types of action, as 

shown in the following table: 
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States Open 
and Judgments, Notes Accounts, 

Territories. Years. Years. Years. 

Alabama ........ 20 6 3 
Pildska sence 10 6 6 
Arkansas _...... 10 5 3 
APISON2 acces 4 4 a 
California ...... 5 4 4 
Colorado ........ 20 6 6 
Connecticut .... (k) 6 6 
Delaware ........ 10(h) 6 3 
Dist. of Col. .. 12 3 a 
Otis tes 20 5 3 
Georgia .......... 7 6 4 
1S ae eee 20 6 6 
Te Whe Fe Reber ane 6 5 4 
BinGis stan cat. 7 10 5 
Dridiania si aes 20 10 6 

1AWarde a wins (d) 10 5 
UL epee “i 5 3 
Kentucky ........ is 15 a 
Paiuisians 2 10 5 a 
IMT ITE es Siero 6-20 6-20 6 
Maryland ........ 12 3 3 
Massachusetts 6(c) 6 6 
Minnesota ...... 10 6 6 
Michigan ........ 10 6 6 
Mississippi .... 7 6 4! 
MAISSOUPI -o.cs.0s0 10 10 5 
Montana. 2... 10 8 5 
Nebraska ......... 5 5 4 
INCVACA © ..c..0:000 6 6 4 
New Hamp. .. 20 6 6 
New Jersey .. 20 6 6 
New Mexico.. 7 6 4 
New York ..... 20(j) 6 *6 
N. Carolina .... 10 +3 3 
NeDakota -... 10 6 6 
CON Seana 8 15 6 
Oklahoma ....... 5 5 3 
RITE ON cresasnarsns 10 6 6 
hy a ereaneae 5(f) t6 6 
Porto Rico 5 3 
Rhode Island.. 20 6 6 
pe Carolia .:.. 10 6 6 
Dakota... 20 6 6 
Tennessee ...... 10 6 me he 
ae an .c. 10 4 2-4 
Uy 2 ee ae 8 6 4 
Vermont ........ 6 6(n) 6 
ALT INIA “vcccceessa 20 +5 3 
Washington .... 6 6 3 
W. Virginia .. 10 10 5 
Wisconsin ...... 20(b) 6 6 
Wyoming ....... 10 10 8 

(k) No limit. (h) Subject to renewal. (d) 
Thirty-five years in Courts of Record eighteen 
years in inferior courts. (c) Witnessed, 20 years. 
(j) Not of record, six years. * Six years from 
last item on either side. + Under seal, 10 years. 
(f) Ceases to be a lien after the period unless re- 
vived. Under seal, 20 years. (n) Except wit- 
nessed promissory note, 14 years. (b) Justice Court 
judgments, 6 years. 

Steady 
A stock market expression to denote that 

prices generally, or for a certain group of 
stocks, are firm and show little fluctuation. 

Steamer Date 

A term used among foreign exchange 

dealers to denote the time of departure of 

the next steamer carrying mail to the for- 

eign port in question. The steamer date is 

important in calculating the probable time 

required for transmitting a foreign check, 

bill of exchange, or letter of credit, to a 

given point abroad. Market bills (large 
bankers’ bills dealt in between banks) are 

usually payable to the seller on the steamer 

date. 

Steel the Barometer of Trade 

In business circles, the conditions in the 
iron and steel industries—the great basic in- 

dustries—are regarded as indicative of the 
conditions which other industries are likely 
to experience and therefore reflect general 
business conditions. “As steel goes, so goes 
the country” is a truism accepted as axio- 
matic among bankers, business men and ana- 
lysts. The United States Steel Corporation 
which produces nearly half of the country’s 
steel output, issues monthly reports which 
show current production figures in the trade. 
This makes it possible to ascertain with 
greater accuracy than in most types of busi- 
ness the state of activity. The high point of 
activity of these industries is usually re- 
garded as marking the height of an inflation 
period, and the bottom, the end of the period 
of depression, or the revival starting-point. 
It is well known among economists and busi- 
ness analysts, for instance, through a study 
of trade cycles, that the iron and steel in- 
dustries are the last to become deflated in a 
period of liquidation. Correspondingly, they 
are the last to revive, or “turn the corner.” 
Due to the growth in size and diversity of 
industry considered as a totality in the last 
two decades, the steel industry is probably 
not entitled to the barometric value it once 
had. 

In speculative circles, the common stock 
of the United States Steel is regarded as the 
leader, and is the most actively traded stock 
on the exchange. Representing the leading 
basic industry and reflecting its prosperity 
and earnings, it is only logical that if con- 
ditions within this industry reflect general 
business conditions, other stocks should tend 

to move more or less in sympathy with it. 
(See Business Barometers. ) 
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Sterling 
A common term for British money of 

whatever denomination, and whether gold, 
silver, or bank notes. The British refer to 
their money as “pounds” or “sterling,” or to 
pounds as “pounds sterling.” By extension 
this term has assumed a metaphorical mean- 

ing indicative of purity or high quality, e. g., 
“sterling silver,’ “sterling character,’ and 

the like. 

Sterling Bills 
Bills of exchange payable in British cur- 

rency, 7. e., pounds sterling. 

Sterling Bonds 
Bonds, the principal and interest of which, 

is payable in British currency; 7. e¢., pounds 

sterling. 

Sterling Credits 
Letters of credit, the specifications for 

which call for drawing bills of exchange 
payable in pounds sterling. 

Sterling Exchange 
Exchange, 7. e., checks and bills drawn 

against bank balances on points in Great 
Britain. Since London is the banking center 
of Britain, and the principal banks maintain 
head offices there, sterling exchange almost 
invariably affects balances in London banks. 
Sterling exchange is therefore practically 

synonymous with London exchange. 

Stiffened 

A stock market expression to denote that 
prices have hardened 7. e., slightly advanced. 

Stiver 
A money of Netherlands. 

Moneys—table 2.) 
(See Foreign 

Stock 
This term has three meanings: 
(1) In the United States this term is used 

synonymously with Capital Stock (q. v.), 
and with Share (q. v.). 

(2) In Great Britain, this term is gener- 
ally synonymous with debenture bonds, 

whether issued by a corporation (company), 
or the Government, or civil division thereof. 
For instance, Government and municipal 
loans are referred to as Government or cor- 
poration (meaning municipal in England) 
stock. Company: stock is held and trans- 

ferred in any multiples of one pound and 

sometimes less, while shares are for fixed 
denominations. 

(3) In business usage, the term means 

goods, merchandise, or finished product; thus, 
stock of goods. (See Merchandise Turn- 

over. ) 

Stock Allotment Warrant 

See Subscription Warrant. 

Stock Assessment 

See Assessment. 

Stock Bills 
Bills of exchange drawn against and ac- 

companied by stocks or investment securities 
which are deliverable upon payment of such 
bills. 

Stock Broker 

See Stock Exchange Broker. 

Stock Certificate 

A receipt or certificate of ownership, sig- 
nifying that the person whose name is 
written thereon is the owner of a certain 
portion of the capital stock of the designated 
corporation. The extent of ownership is in- 
dicated by the ratio of the number of shares 

held to the total number of shares outstand- 
ing; thus, if one owns ten shares in a cor- 
poration having an outstanding capital stock 
of $1,000,000 ($100 par value), he owns 
1/1000 of the undivided assets. Stock cer- 
tificates are printed, lithographed, or en- 

graved forms. To guard against fraudulent 
and forged securities, the principal stock ex- 
changes of the world require securities 
dealt theron to be engraved. With this pre- 
caution, it is possible for a stock exchange 
to guarantee the physical genuineness of its 
securities. 

Stock certificates may be divided into two 
types; simple certificates which contain a 
plain statement of ownership, and certificates 
which contain a digest of the terms govern- 
ing the stock. The following are the es- 
sentials of a stock certificate: 

. Number of certificate. 

. Number of shares owned. 

. Par value (or without par). 

. Name of issuing corporation. 

. State of incorporation. 

. Total authorized capital stock. 

. Whether common or preferred. 

. Body 
(a) May be simple certificate . 

(1) To whom issued (name of stock- 
holder ). 

CONT OD U1 B&B Go DO 
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(2) Number of shares issued to the 
owner. 

(3) How transferable. 
(b) May contain agreement. 

(1) To whom issued (name of stock- 
holder ). 

(2) Number of shares owned. 

(3) Whether fully paid and unassess- 
able. 

(4) Voting power. 
(5) If preferred, whether cumulative 
- or non-cumulative. 
(6) If preferred, what dividend rate. 
(7) How transferable. 
(8) Disposition of assets in event of 

dissolution. 
(9) Signatures of two officers. 

(10) Corporate seal. 
(11) Registrar. 
(12) Transfer agent. 
(13) (On reverse side Blank form of 

assignment. ) 

(See Capital Stock, Stockholder.) 

Stock Clearing Corporation 
See New York Stock Exchange Clearing 

House. 

Stock Dividend 

A dividend paid to stockhclders in shares 
of stock of the issuing corporation. Such 
shares are issued to stockholders of record 
out of the unissued stock of the corporation, 
or in case all the stock has been issued, the 

charter is amended so as to authorize ad- 
ditional capital stock. For example, suppose 
a company with a capital stock of $1,000,000 
issued and outstanding ($2,000,000 author- 
ized) and a surplus (accumulated out of 
earnings) of $500,000, finds that its earnings 
have averaged 12 per cent. on the outstand- 
ing stock for a period of ten years and that 
current dividends at 6 per cent. can in all 
probability be maintained on an additional 
issue of $200,000. In such a situation, a 
stock dividend of 20 per cent may be declared 
without violating the rules of conservative © 
corporation finance. If a 20 per cent. stock 
dividend is declared, the disbursement will 
entitle each present stockholder to receive 
one additional share for every five shares 
held. A stock dividend involves no payment 
of cash, but it is frequently advantageous 
because the psychology of the market is 
such that the market value of six shares 
after the stock dividend has been declared, 
will probably be greater than five shares 
previous to the dividend announcement. More 

‘persons are able to buy a greater number of 

529 

shares by reason of the lower price. Further- 
more, while the stock dividend involves no 

cash, it confers upon the stockholders the 

right to increased dividends, provided the 

same rate is maintained. 
From an accounting standpoint, the stock 

dividend in the above example merely in- 
volves a transfer of $200,000 from the sur- 
plus account to the capital stock account. 
The net worth of the corporation is in nowise 
changed and in this sense a stock dividend 
is in reality no dividend at all, since the 
stockholder’s equity in the assets of the cor- 
poration is no greater than before. There 

is only a presumption that the stockholder 
will receive increased dividends. 

The new shares issued upon the disburse- 
ment of a stock dividend are fully paid, 
since they are charged against accumulated 
undivided profits previously earned, and re- 
tained by reinvesting them in the business. 
When the directors declare a stock dividend 
it is popularly referred to as “cutting a 
melon.” (See Dividend.) 

Stock Exchange 
An organized market for the purpose of 

trading in stocks and bonds. A stock ex- 
change is part of the machinery of credit 
and banking and has a four-fold function: 
(1) to provide for the transfer of securities, 

making it possible for owners to sell securi- 
ties after they are once acquired; (2) to 
bring actual and market values into coin- 
cidence; (3) to furnish a barometer of busi- 
ness conditions, since quoted prices represent 
the composite judgment of the entire business 
world; (4) aid in the promotion of new en- 
terprises. 

Exchanges may be incorporated, or volun- 
tary associations. In America, the stock ex- 

changes are voluntary associations. Each 
exchange has its own list of securities, but 
such list may overlap with that of others. A 
few listings are international. The principal 
stock exchanges in America are: New York 
Stock Exchange, New York Curb Market, 
New York Consolidated Stock Exchange, 
Chicago Stock Exchange, Philadelphia 
Stock Exchange, Boston Stock Exchange, 
Boston Curb Market, Pittsburg Stock Ex- 
change, Baltimore Stock Exchange, Detroit 

Stock Exchange, St. Louis Stock Exchange, 
Cleveland Stock Exchange, Cincinnati Stock 
Exchange, Washington Stock Exchange, San 
Francisco Stock Exchange, Los Angeles 

Stock Exchange, Salt Lake City Stock Ex- 
change. 

_ The two principal stock exchanges of Can- 
ada are located in Montreal and Toronto. 
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The principal exchanges in Europe are the 
London Stock Exchange, Paris Bourse, Ber- 
lin Bourse, Vienna Bourse, and Amsterdam 
Bourse. 

(See New York Stock Exchange, New 
York Consolidated Stock Exchange, New 
York Curb Market, London Stock Ex- 

change, Paris Bourse.) 

Stock Exchange Abbreviations 
See New York Stock Exchange Abbrevia- 

tions. 

Stock Exchange Banks 
The banks and trust companies in the Wall 

Street district which habitually lend a part 
of their credit resources to brokers, syndi- 
cates, and investment houses, for financing 
security transactions, investment purchases, 
and margin trading. 

Stock Exchange Broker 
See Broker. 

Stock Exchange Clearing House 
See New York Stock Exchange Clearing 

House. 

Stock Exchange Collateral 
See Collateral. 

Stock Exchange Holidays 
See Bank Holidays. 

Stock Exchange Loans 
Loans made to brokers, syndicates and in- 

vestment houses with securities traded on 
the New York Stock Exchange as collateral. 
(See Call Loan, Call Money Market.) 

Stock Exchange Seat 
See New York Stock Exchange, Seat. 

Stockholder 

The legal owner of one or more shares of 
stock in a corporation. At law, the owner 
of a stock certificate is the person whose 
name appears on its face and is registered 

in the books of the company, although the 
certificate may have been assigned in blank 
and sold to another person who has not yet 
transferred the stock in his name and in 
whom the equitable title is vested. 

The ownership of stock entitles the stock- 
holder to four rights: (1) Proportionate 

ownership in the undivided assets of the cor- 
poration (see Stock Certificate) ; (2) right 

to dividends when earned, and declared by 
the board of directors; (3) right of propor- 
tionate control through voting power (unless 
specifically disallowed by the articles of in- 
corporation or by-laws); (4) right to sub- 
scribe to additional stock before offerings are 
made to the general public. (See Stock, 
Stockholders of Record.) 

Stockholders of Record 

The legal stockholders ; stockholders whose 
names are registered in the stock registry 
and recorded in the stock ledger of a cor- 
poration. <A stock certificate may be as- 
signed in blank and held by another person, 
or lost, or stolen, but the privileges and 
rights to dividends, etc., still belong to the 
stockholder of record. (See Stock Certi- 
ficate, Books Closed.) 

Stock Jobber 
London Stock Exchange members are of 

two classes, brokers and jobbers. Each class 

performs a distinct function, and by the rules 
of the exchange one is prohibited from per- 
forming the role of the other. A broker 
deals with the public, executing buying and 
selling orders for it, but the jobber may not. 
The business of the latter is to act as in- 
termediary between brokers having securities 
to sell and those having securities to buy. 
The broker receives a commission from his 
customer, but the jobber’s compensation con- 
sists of the difference between his buying 
and selling price. (See London Stock Ex- 
change. ) 

Stock Market 

See New York Consolidated Stock Ex- 
change, New York Curb Market, New York 
Stock Exchange, Stock Exchange. 

Stock Power 

An instrument which gives another the 
right to sell and transfer stock drawn in his 
name and assigned in blank. The following 
form is used on the New York Stock Ex- 
change: 

KNOW ALL MEN by these Presents, 
TOI eee 
For Value Received, have bargained, sold, 
assigned, and transferred, and by these 
presents do bargain, sell, assign and transfer 
LITVEO isi g Maan ccnssvoisess sncsk Soccanbevdeastausaconn ies cauetdte te erenneaamnn 

PHO eee COOH HES O EEE HEHEHE E EH ETEEEEEEEE SHEE ESTEE EEEEEE HEHE EE EEEEEEEEEEEEEEEES 

THER e eee EEE O HEHEHE EE EEE EE EEE HE STE EEE EE SEHESE SESE EEE EEEHEEEEEE EES EEEE SEES EE EEEEE 
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AT aR Mee MORONS erect tes rd. Sta ators tccvel sebedsnvsnvaleclaemsecash 
represented by Certificate No. ....c..scsccccscesssees 
RMAs Petstettretes ticots cutanik esc castacwtptivictbantygs tied herewith 
foes Ean | ee do hereby constitute and ap- 
BIN eget is cake esac ool tids cesibsoadoa jets tage Waren ales sli 

true and lawful attorney, IR- 
Bele VARICES LGY 5 LOLs Aedes teascsice arid Cities cee ae 
name and stead but to ...........s000 use, to sell, 
assign, transfer, and make over all or any 
part of the said stock, and for that purpose 
to make and execute all necessary acts of 
assignment and transfer thereof, and to sub- 
stitute one or more persons with like full 
power, hereby ratifying and confirming all 
yh bp Sa MAME ALOLUOY Gli, accuieeseyis 
substitute or substitutes shall lawfully do by 
virtue thereof. 
DAMES EVV NEYEOL » vicjesixsasaisessascassaos have 

MIBPETICR SEU) cat Ne ciesccosssdccstsvvsccuss hand and seal 
st See 13 a Ee a Me oe a Rw day of 
MN Sates Shae ean 1D Forge 

of 

TERRE TEETH EHS TEESE EEEEEE TETHERED EE EEEEEEHESEEEEE SESE EEEEEE ES ESSE EEE OREEEEH® 

PEER E ETOH EEE EEE HEE EEEEETE SHEE EEE EE EEEEEEEEEESEEE EEE E EEE HEEE EEE HEEEREEEEES 

SERRE HOE O EERE H EEE E EEE SHEESH EEE H EEE EEEEEE SEES ESOS SHEE SESE EEE EEEEEEEEE ESD 

Stock Purchase Warrant 

A privilege sometimes carried by a bond 
which entitles the owner to the right to pur- 
chase a certain number of the shares of the 
stock of the corporation within a limited 
period. Such warrants are usually detach- 
able coupons which state on their face the 
terms under which the right to buy stock 
may be exercised. (See Rights, Subscrip- 
tion Warrants.) 

Stock Quotations 
See Quotations, Quotation Ticker. 

Stock Registrar 
A trust company, bank, or individual, au- 

thorized to act in a fiduciary capacity, which 
has been appointed by a corporation to cer- 
tify that the number of its shares issued does 
not exceed the authorized amount, and to 
check the work of the transfer agent. The 
rules of the New York Stock Exchange re- 
quire that corporations whose stocks are 
listed thereon maintain a separate registrar 

and transfer agent. The relation between a 
corporation and its registrar is fixed by con- 
tract. In the absence of any law fixing this 
liability, and lack of court decisions on the 
matter, this contract defines the liabilities of 
the registrar. 

The work of the registrar in the case of a 
new corporation, or when additional stock is 
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issued, is to compare the number of shares 
represented by the certificates with the num- 
ber authorized, and if there are no irregulari- 
ties, to register the certificates in its own 
records and sign its name to each stock certi- 

ficate. In the case of outstanding shares, it 
is the registrar’s duty to make certain that 
each new certificate issued by the transfer 
agent (which,may be the corporation itself) 
is accompanied by a genuine certificate rep- 
resenting the same number of shares to be 
cancelled. In other words, the registrar 
must see that there is a cancellation for each 
issuance, placing a “Canceled” stamp on old 
certificates and validating new certificates by 
means of its signature. 

Stock Transfer Agent 
See Stock Transfers. 

Stock Transfer Journal 
A book in which transfers of stock of a 

corporation are authorized and recorded. It 
is practically a duplicate of the assignment 
appearing on the reverse of the stock certi- 
ficate. 

Stock Transfers 

Stock certificates are personal property 
and ownership may pass from one person to 
another by assignment. In case of sale, how- 
ever, the purchaser is not recognized as the 
legal stockholder, until a transfer has been 
effected upon the books of the corporation, 
This involves the cancellation of the old cer- 
tificate and the issuance of a new one. It is 
the duty of the transfer agent, whether an 
officer or clerk of the corporation itself, or 
an outside individual, bank, or trust com- 
pany, to see that the act of transfer is 
properly executed. When shares of stock 
are sold it is necessary for the seller, whose 
name is written on the face of the certificate, 
or for an authorized representative of such 
person, to assign the certificate. In all stock 
transfers through the New York Stock Ex- 
change a stock exchange member must guar- 
antee the signature of the person making the. 
assignment, 7. e., the seller, who is also known, 
as the transferor. 

In making transfers, it is first necessary 
to determine whether the stock transfer 
books are open. Transfer books are usually 
closed for a short period in order to deter- 
mine the list of stockholders entitled to re- 
ceive dividends, rights, etc. Suppose “A” 
has sold “B” a certain number of shares of 
stock. “A” being the transferor must assign 

the certificate to “B,” the transferee. “A” 
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may assign in blank (on the reverse of the 
certificate), or he may appoint an attorney 
to conduct the transfer for him. In the 
latter case, the person so appointed must sign 

a power of substitution. 
The assignment must be dated and wit- 

nessed and the signature of the assignor 
(transferor) guaranteed by a New York 
Stock Exchange member, or a New York 
bank. The name of the transferee is then 
filled in in the blank space on the assign- 
ment, and the certificate is taken to the 

transfer agent. (A list of the transfer 
agents for all the stocks listed on the New 

York Stock Exchange is provided for the 
use of clerks by New York bankers and 
brokers. ) 

Transfer in which the estate of a deceased 
person 1s involved: 
When a stock certificate stands in the 

name of “A,” a deceased person, it may be 

assigned by the executor or administrator of 
his estate. It is usually the best policy for 

the representative of the estate to submit the 
certificate to the transfer agent, with request 
for information as to what papers are neces- 
sary to effect the transfer. If the decedent 
is a testator, the following papers are usually 
required: (1) certified copy of the will; (2) 
certificate of appointment of the executor 
dated within six months of the date of the 
presentation of the certificate for transfer ; 
(3) waiver. The requirement depends upon 
the state in which the transfer is effected, 
the state of incorporation of the corporation 
whose stock is transferred, and the state in 

which the decedent died. If the decedent 
died intestate, the following papers are usu- 

ally supplied: (1) certified copy of the ap- 
pointment of the administrator; (2) waiver. 

Transfer in which a guardian or trustee 
is involved: 

The procedure differs among the various 
states, as well as among transfer agents, but 

usually when a certificate is being transferred 
from one person to an individual or in- 
stitution acting as trustee or guardian, it is 
not necessary to submit any documents what- 
ever. If, however, the stock is transferred 
out of trusteeship or guardianship, it is in- 
variably necessary to furnish properly au- 
thenticated papers showing the appointment 
of the trustee or guardian. 

Transfers involving no change of owner- 
ship : 

If Mary Smith marries and becomes Mary 
Smith Jones, a transfer is necessary, even 
though it involves no change of ownership. 
In such a case, the certificate should be in- 

dorsed, “Mary Smith Jones, formerly Mary 

Smith.” Sometimes the transfer agent re- 
quires such a signature to be guaranteed, in 
order to hold him harmless against any loss 
or damage which may arise by reason of the 
transferor’s action in making the desired 
change. If this should prove necessary, the 
following form will suffice: 

“We hereby certify that Mary Smith 
and Mary Smith Jones are one and the 
same person, Mary Smith having become 
Mary Smith Jones by marriage and 
that no change of ownership is involved 
in this transaction. We guarantee to 
hold you harmless from any loss or 
damage which may arise by reason of 
making the transfer as requested.” 

SOOT e meee ee eee eRe EER EERE E SEH ESHEETS HOES HEHE EEE SESE EE ES 

N. Y. Stock Exchange Member. 

Another case in which a transfer involves 
no change of ownership is that of legal 
change of name. In such case it is necessary 
to submit to the transfer agent a certified 
copy of the document certifying such change 
of name. 

Transfer of stock standing in the name 
of a corporation: 

In order to transfer stock standing in the 
name of a corporation, it is necessary that 
the certificates be assigned by a duly au- 
thorized officer of such corporation. Such 
authorization consists of a resolution of the 
board of directors granting signatory powers 
to the signing officer. The resolution must 
also bear the seal of the corporation. Some 
transfer agents will accept a general resolu- 
tion; others require a specific resolution, 7. e., 
authorizing each transaction. (See Assign- 
ment in Blank, Stock Certificate, Stock 
Registrar. ) 

The obligation of the transfer agent to 
its principal is a matter upon which, because 
of varying conditions, there is certain to be 
a difference of opinion. Certainly he must 
use proper precaution not to jeopardize the 
interests of his principal, and protect both 
the old and new stockholder, the former by 
seeing that the stock is transferred only 
upon a properly executed assignment, and 
the latter by seeing that the wording of the 

new certificate correctly describes its owner- 
ship. 

Stock Transfer Tax 

The State of New York has enforced the 
collection of taxes on stock transfers since 

1905. In the case of a stock having a par 
value, the amount of the tax is 2 cents on 
each $100 or fraction thereof, of the total 
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par value of the shares or certificates sold, 
whether such aggregate par or face value is 

greater or less than $100, ec. g., where the 
total par or face value of the shares involved 
in the transactions is $100 or less, the tax is 
2 cents; where such value is in excess of 

$100 the tax is 2 cents on each $100 or frac- 
tion thereof. 

In the case of shares of stock without par 
value, the tax is 2 cents on the transfer or 
sale of each share, unless the actual selling 

value of such share is in excess of $100, in 
which case, the tax is 2 cents on each $100 or 
fraction thereof; e. g., if the actual selling 
value of a share of stock is $25.00, the tax 
is 2 cents on each share; if the actual selling 
value of the share is $175, the tax is 2 cents 
on $100 and 2 cents on 75 (being a fraction 
of $100), making a total tax of 4 cents. 

In the case of stocks having a par value, 
therefore, the amount of the tax is computed 
upon the total par value of the shares and 
not upon their selling price, e. g., a stock 
having a par value of $100 may be sold for 
$25; nevertheless, the tax is reckoned upon 

the par value and not upon the $25 paid. 

Stock Trust Certificate 

A certificate, also known as trust certi- 
ficate, issued in exchange for the stock of 
competitive corporations entering a “trust” 
or combination, turned over to a group of 

trustees, who direct the affairs of the com- 
bination. Usually only shares representing 
the controlling interest in the competing cor- 
porations are exchanged for the stock trust 
certificates, which retain all of the rights of 
the original stock, and are deposited with the 
trustees. (See Trust.) 

Stock Turnover 

See Merchandise Turnover. 

Stock Watering 
See Watered Stock. 

Stop Loss Order 
An order given to a broker by a customer 

usually in order to protect a profit created 
by an advance, or to limit a loss in case of a 
sudden decline. In the case of a short seller, 
a stop loss order is employed to protect pro- 
fits created by a decline and to limit losses 
in case of an advance. The following il- 

lustration will serve to make clear the use of 
a stop loss order to a speculator who has 
purchased stocks in anticipation of a rise. 

Suppose United States Steel is purchased 
at 80. While the speculator anticipates that 

_order to sell at 75. 

AND FINANCE 533 

the market will rise, he does not wish to 

take a large loss should his judgment prove 
wrong. He may therefore enter a stop loss 

This would not be 

touched in case of a small dip in prices, but 
in case the market develops a declining tend- 
ency, the stock might drop to a point where 
the order would go into effect. The broker 
is not bound to sell the stock at the exact 
stop loss order price. There may be other 
orders to sell the stock at 75 ahead of any 
given order, or else there may be no bids at 
that price, so the stock must be offered down 
until a purchaser is obtained. This means 
that in reality a stop loss order is executed 
at the best price obtainable at the time the 
market reaches the vicinity of 75. 

The market is sometimes said to be honey- 

combed with stop loss orders, and that prices 
are manipulated so that such orders may be 
uncovered. Bear raids are sometimes initi- 
ated upon the stock market with that in- 

tention. 

Stop Order 

See Stop Loss Order. 

Stop Orders on Pass Books 
When a savings bank passbook is lost, a 

stop order should be issued by the depositor 

upon his bank. This consists of a written 
notice addressed to the bank, stating that 
PASSHOOK INO eke sscevads DELOTPIN PLO peisencsrowtes 
gdvehtauere tae has been lost, and a request to 

stop payment, signed by the depositor. The 
savings bank will then attach a slip to the 
depositor’s ledger card with the words, “Do 
not pay.” This will serve to remind the 
teller to allow no withdrawals, should the 

passbook be fraudulently presented. 

Stop Payment 
A depositor has the legal right to stop 

payment on checks which he has previously 
drawn. This right places an obligation upon 
banks which must be met by maintenance 
of careful records and exacting and scrupu-.- 
lous observance of stop payment orders by 
paying-tellers and check-desk clerks. In 
order to make a bank liable, a stop payment 

order must be presented in writing and 
reach the bank on which the stopped check 
is drawn before it is presented. A tele- 
graphic request to stop payment is legally 

enforceable, but an oral or telephone one is 

not. Banks usually endeavor to stop pay- 

ment on oral or telephonic instructions, but 
are not always able to do so. A satisfactory 
form of stop payment order is as follows: 
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Dateeetwuce et ectn cnt 
Kindly stop payment upon a check 

drawn WV cee OTK ee raise 
(us or me) (name of payee) 

MUATOC tara eee oes teactenc each 

POORER RO em ETOH HEE HOHE Meee eEee sees 

(name of drawer) 

It will be noticed that the stop payment 
order gives four facts—the number, date, 
amount and payee of the check. Paying- 
tellers and check-desk clerks usually keep a 
list of the stop payment orders continually 

before them. This list is usually arranged 
in alphabetical order, according to the names 

of the drawers who have issued stop pay- 
ment orders. The paying teller should keep 

in mind all stop payment orders and in cases 
of doubt the list should be scrutinized before 
a check is cashed. 

Foreign banks issue checks in original and 
duplicate, or, as is sometimes designated, 
first and second of exchange. Duplicates are 
not paid until it is determined by inspecting 
the statement of account or canceled checks 
to see whether the original has been paid. 
At the time a duplicate check is paid, a stop 
payment order is automatically placed 
against the original. Since the possible 
previous payment of the original is always 
verified, when a duplicate is presented for 
payment, it is not necessary to place a stop 
against a duplicate at the time the original 
is paid. On the other hand, when the original 
is presented, provided there is no stop pay- 
ment against it, it is paid without verifying 

the payment of the duplicate through the 
statement or voucher records. 

Acknowledgment of a stop payment order 

should be made by a form letter to read as 
follows: 

“We are in receipt of your letter of 
PULSAR Te requesting us to stop pay- 

matter will have our careful attention. 
The draft does not appear to have been 

paid since date of issue.” 

Acknowledgments are also made of can- 

cellations of stop payment orders. This 
typical form letter reads: 

“We are in receipt of your letter of 
Then. cease and in accordance with 
your instructions we have removed the 
stop payment order which we _ had 
placed against your: dratt” NO.c00.c.<i0.05.0 

WIBTOC yeas ote MATL STAVOSED Dick becrecen toe 
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Stop payment sheets should be duplicated 
for use at the check desk so that checks 
coming in through the clearing house upon 

which stop payment orders have been placed, 
may be stopped and returned to the present- 

ing bank. 
The principal reasons for stopping pay- 

ment are, cancellation of purchase orders, to 

prevent cashing of a lost check by a dis- 
honest person who may have come into il- 
legal possession of it, and to prevent the pay- 
ment of an original check when the duplicate 
has already been paid. (See Check.) 

Stop Transfer Order 
When a stock certificate has been lost or 

stolen, the owner has the right to issue a 
stop transfer order to the transfer agent to 
prevent transfer in the name of a wrongful 
party. Transfer may also be stopped by a 
court order. 

Transfer agents before accepting stock 

certificates for transfer must ascertain 
whether stop orders have been issued against 
them. It is customary to defer issuance of 
new certificates in place of lost or stolen cer- 
tificates one year after notice is given, and 
then only upon filing a bond of indemnity, 
usually for a sum equal to double the value 

of the stock involved. 

Stotinka 

A Bulgarian 
Moneys—table 2.) 

money. (See Foreign 

Stotinki 
The plural of Stotinka. 

Straddle 

See Spread. 

Straddle the Market 

An expression to denote the situation ex- 
isting when a speculator is short of one or 
more stocks and long of another or others. 
Straddling the market is a form of hedging, 
or insurance, for protecting commitments in 
stocks when the future course of prices is 
uncertain. By being short of one stock and 
long on another, should the next general 
movement of prices be down, the sum lost 

through the decline in value of long stocks 
will be approximately offset by a profit in 
short stocks. 

Straight Loan 

See Straight Paper. 
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Straight Paper 
A general term for all classes of unse- 

cured notes, acceptances, and bills o fex- 
change. A straight loan is one without col- 
lateral security. (See Single-Name Paper.) 

Street 

A popular name for the New York 
financial district. (See Wall Street.) 

Street Broker 

A broker, not a member of any stock ex- 

change, who buys and sells unlisted securities 
for his clients. A market for inactive, un- 

listed securities is often difficult to locate, 
and such a broker is especially useful to 
those who employ his services for this pur- 
pose—banks, investment houses, security 

dealers, and other brokers. Street brokers’ 
commissions are not regulated as in the case 
of commissions of stock exchange members. 
Commissions are limited only by the terms 
arranged with clients. 

Street Certificate 

A stock exchange broker’s name for stock 
certificates which have been transferred in 
blank and on that account negotiable by de- 

livery without further indorsement or trans- 
fer upon the books of the company. A street 
certificate must be indorsed in blank by the 
registered owner and guaranteed by a re- 
sponsible broker. It then may be bought, 
sold and transferred any number of times 
without being transferred on the books of 
the company. Street certificates are the cus- 
tomary form of stock certificates serving as 
collateral to margin accounts. In trading on 
margin, these certificates are adequate, but 
when the stock is purchased outright, or 
taken up by a margin purchaser, the street 
certificate must be taken to the company’s 
transfer office and a new certificate issued 
in the name of the purchaser. Should the 
new certificate, after being registered in the 
name of the owner on the books of the com- 
pany, be sold, indorsed in blank by its regis- 
tered owner and properly guaranteed, it 
would again become a street certificate. 

Street Improvement Bonds 
A sub-classification of municipal or special 

assessment bonds issued for the purpose of 
paving or repairing streets. Usually these 
bonds are special assessment bonds, 7. e¢., the 
obligation of the taxpayers whose property 
is benefited, and not of the entire municipal- 
ity. (See Semi-Municipal Bonds, Special 
Assessment Bonds.) 

on 

Street Loan 
Another term for Call Loan (q. v.). 

Street Railway Bonds 
A class of public utility bonds, usually 

secured by street railway property. Street 
railways are natural monopolies and share 
with other public utilities the general prin- 
ciple that being monopolies affected with a 

public interest, their rates should be regu- 
lated. There are two methods by which the 
rates charged by street railways are limited: 

(1) where the rates are specified, and the 
rate regulating powers vested in the munici- 
pality by the franchise contract, and (2) 
where rates are regulated by a public service 
commission. From the investor’s point of 

view, the latter type is more satisfactory. 
The modern tendency of public service com- 
missions is to adjust the street railway fares 
to permit a fair return upon the capital in- 
vested in the property, and the recent attitude 
of public service commissions has been one 
of protecting the interests of the investor 
through the allowance of fare increases. 

Generally speaking, street railway bonds 
are a good investment if secured by property, 

which at replacement value, does not exceed 
the bond issue and where rate regulation is 

left to the public service commission. In re- 
cent years street railways have been some- 
what injured by competition from municipal- 
ly owned or licensed bus lines. (See Public 
Utility Bonds.) 
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Stringency 
A term used in conjunction with money 

and credit conditions to indicate that credit 
is tight and borrowers are experiencing difh- 
culty in procuring funds. During a money 
stringency, money rates, especially in the call 

loan market, are high, and banks and busi- 
ness houses exercise caution and discretion in 
granting credit. If the stringency is severe, 
credit can be obtained only by the highest 
class risks who can furnish the most con- 
servative collateral. A money stringency is 
one of the characteristics of a period of ex- 
pansion, inflation and speculation, reaching 
its highest expression at a time of crisis or 
panic, when it becomes the chief characteris- 
tic. Before the Federal Reserve System, 
which introduced elastic currency and per- 
fected elastic bank credit, a money stringency 
was occasion for considerable alarm, usually 
precipitating a break in the security markets. 
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Strong 
An expression to denote that market 

prices have a rising tendency. A market, or 

a single security or commodity, is said to 

be strong when there is a price advance. 

Stub 

In general, a counterfoil or part of a 

bound set of printed, blank forms, ec. g., 

checks, stock certificates, receipts and the 

like, the latter being detachable from the 

stub by tearing at the perforation. The stub 

is a memorandum containing essentially the 
same information as the form which is de- 
tached, and is retained as a part of the per- 
manent records of a business. 

For check stubs see Check Book. 

Sub-Company 
See Subsidiary Company. 

Subject to Call 
See Called Bonds, Optional Bonds. 

Subject to Check 
A term used in conjunction with that type 

of bank account or deposits which the de- 
positor retains the right to withdraw im- 

mediately and without notice to the bank, 
by means of check. All commercial bank 
accounts are subject to check, 7. e., payable 
on demand. Practically all the deposits of 
a commercial bank are demand deposits, 1. e., 
subject to check. (See Demand Deposits.) 

Subject to Prior Sale 
See Prior Sale. 

Subject to Redemption 
See Called Bonds. 

Subject to Sale 
See Prior Sale. 

Subrogated Note 

See Subrogation. 

Subrogation 
The substitution of another person in the 

place of the creditor. The person so sub- 
stituted succeeds to all the rights of the 
original creditor, all debts owing to the 

creditor becoming payable to the substituted 
person. A subrogated note is one in which 

the person to whom it is payable has sub- 
stituted another person as successor to his 
rights therein. 

Subscriber - 
One who subscribes for a certain number 

of shares of stock, or a certain amount (par 
value) of bonds, either by entering his name 
on a subscription list (blank), or by some 
other agreement to purchase. (See Sub- 
scription. ) 

Subscription 
An offer to purchase stocks or bonds given 

to a corporation, or its authorized trustee or 
representative, by a subscriber. A subscrip- 
tion is not binding upon a subscriber until 

accepted. It is merely an offer to purchase 
and can be revoked by the subscriber until 
accepted. An acceptance of a subscription 
is subject to allotment. This provision pro- 
tects the corporation against suit in case of 
over-subscription, which necessitates a pro 
rata reduction of subscriptions for amounts 
in excess of a certain minimum. (See Prior 
Sale. ) 

Subscription Blank 
A form sometimes printed at the end of a 

bond or stock circular, or accompanying such 
circular, on which a purchaser may enter his 
subscription. The terms regarding accept- 
ance, allotment, prior sale, payment, and de- 
livery are usually noted. 

Subscription Warrant 
An instrument entitling the stockholders of 

record to “rights,” or subscription privileges ; 
a certificate issued by a corporation specify- 
ing the amount of stock and terms and condi- 

tions under which each stockholder is en- 
titled to subscribe to new shares which the 
corporation is about to issue. Subscription 
warrants are legal evidence of the owner- 
ship to subscription rights and are assign- 
able. (See Rights.) 

Subsidiary Coinage 
Coins manufactured from metals other 

than the standard. In the United States, the 
subsidiary coinage consists of silver, nickel, 
and copper coins. (See Minor Coins, Sub- 
sidiary Silver Coins, Token Money.) 

Subsidiary Company 
A company, usually a corporation, con- 

trolled by another corporation through 
partial or complete stock ownership, inter- 
locking directorates, lease, or otherwise. 
Many large corporations control a number 

of subsidiary companies. The advantage of 

such control is to secure greater integration, 
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¢. g., a continued source of supply of raw 
material, or market outlet for the finished 

product. Thus, many automobile manufac- 
tories and oil refineries establish subsidiary 
distributing agencies; many steel corpora- 

tions own subsidiary ore and coal properties. 

“The use of subsidiary corporations is be- 
coming more and more extensive. A certain 

manufacturing company, for instance, has 
one operating company, one selling company, 

one purchasing company, one company own- 
ing a short railroad, one real estate company 
to buy land and erect buildings and another 
to operate these buildings.”’* 

(See Holding Company, Operating Com- 
pany, Parent Company.) 

Subsidiary Silver Coins 
The 50 cent, 25 cent, and 10 cent pieces. 

These coins contain only 347.22 grains of 
pure silver to the dollar, while the dollar 
itself contains 371.25 grains of pure silver. 
These coins are legal tender in any one pay- 
ment up to $10 and are redeemable at the 
United States Treasury in lawful money 
when presented in amounts of $20, or mul- 

tiples thereof. They are a form of Token 
Money (q. v.). 

Subsidy 
Government financial assistance given 

to important public enterprises—railroads, 
steamships, airplane manufacturers, operat- 
ing under private management, in order to 
encourage such industries which otherwise 
would be undeveloped or inadequately de- 
veloped. 

Substitutions 

See Substitutions in Collateral. 

Substitutions in Collateral 

The relinquishment of certain collateral 
pledged to secure a loan and deposit of other 
collateral of equivalent value in its stead. 
Substitutions are an essential part of the 
machinery of handling brokers’ loans. They 
are also necessary wherever short-term 
paper is pledged as collateral against long- 
term notes, in rediscounted notes securing 
Federal Reserve Notes (gq. v.), and in the 

collateral supporting Collateral Trust Bonds 
fdav); 

Call loans and brokers’ time loans are 
always secured by stock exchange collateral, 

i. e., stocks and bonds which are constantly 
being traded in. A broker obtains a loan 

from a bank by pledging this collateral, 

* W. H. Lough: Business Finance, p. 52. 
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which has been purchased for the accounts 

of customers operating on margins. While 

these securities are owned by the brokers’ 
customers, they are held by the brokers as 
security against the debit balances which 
they advance. Suppose a broker’s customer 
orders the sale of some of the stock which 
the broker has rehypothecated with a bank. 
In order to make delivery the broker must 

obtain physical possession of these shares 
previously pledged to secure his bank loan. 

It is therefore necessary to procure them at 
the bank where they are deposited as col- 
lateral. In the meantime, however, the 

broker has purchased stock for other ac- 
counts, and these he can offer in exchange 
for the stocks that have been sold but are 
deposited at the bank. Accordingly, a mes- 
senger is sent to the broker’s bank with the 
securities to be substituted and with a re- 
quest phrased as follows: 

SUBSTITUTION REQUEST 

Please deliver the following securities 
irom: our loan mumbers cues , dated 
TOOTH EEE E OEE HEE EEE EE EE ESTE HEHE SESE HEHE SESE ESEEEEEEEEEEEEEEEEEE EES 

TEETH EHEC REET EOE H EEE TEESE EES ETESEEMEEEEEEE HEE E EEE SEES SESE SESE EEEEEES 

FORTHE EE RODE EEOEH HEH EEEE HESS SEES H EH OSEEEEEEE THEE EEEES EEE EEEE SESE SESEEES 

TOTO OEE EE HEE EHEE HEHE EEE HEHE EEEEEEEEEEEEEEEE EH OE SESE SHEE EEEEEEEEEEEEEES 

TORRE E Ree meee eee eee Ee eeeeeeeeeee 

(Signature ) 

Substitution forms are signed by a mem- 
ber of the brokerage house who is authorized 
to sign, or by an authorized attorney. 

Substitution clerks who examine collateral 
substituted for collateral to be released ob- 
serve the following points: (1) that the 
signature on the substitution request is au- 
thorized and genuine; (2) that the character 

of the substituted collateral is acceptable, 
1. €., approximately equivalent to the char- 
acter of the collateral being released; (3) 
that the new collateral is negotiable; and 
(4) that the market value of the substituted 
collateral is approximately equal to the value 
of the collateral to be released. 

Since rediscounted commercial paper of 
not more than 3 months duration (6 months 

for agricultural paper) forms the major por- 
tion of the collateral supporting Federal Re- 
serve notes, it is necessary that the constant 

stream of maturing notes be released from 
the custody of the Federal Reserve agent at 
each Federal Reserve bank (who has charge 
of this collateral and whose duty it is to 
supervise substitutions), and that newly re- 
discounted paper be substituted. 
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Substitution of collateral in real estate 
mortgage bonds or in collateral trust bonds 

should be permitted only on _ previously 
agreed upon terms, and care should be taken 
that the character and value of the new col- 

lateral is as good as the released collateral. 

Sub-Treasury 
One of the branch offices of the United 

States Treasury performing Government 

fiscal operations of the same character as the 
United States Treasury, and under the su- 
pervision of assistant treasurers. By an act 
of Congress, dated May 29, 1920, the opera- 
tion of the sub-treasuries as a part of the 
fiscal system were required to terminate on 
June 30,1921. Sub-treasuries were located 
in New York City, Baltimore, Boston, Chi- 
cago, Cincinnati, New Orleans, Philadelphia, 
St. Louis and San Francisto. By the; act 
above referred to, these nine sub-treasuries 
have been closed and their functions taken 
over by the various Federal Reserve banks, 
which carry on the fiscal operations in the 
same manner as previously. The operations 
of the New York sub-treasury ceased De- 

cember 6, 1920; Boston, Oct. 25, 1920; Chi- 
cago, Nov. 3, 1920, and Cincinnati, Feb. 10, 
1921. (See United States Treasury.) 

Sucre 
See Foreign Moneys—Ecuador. 

Sugar 
See New York Coffee and Sugar Ex- 

change. 

Sugar Exchange 
See New York Coffee and Sugar Ex- 

change. 

Superintendent of Banks 
See State Banking Department. 

Support 
A term to denote the purchase of a single 

security, or a group of securities by a syndi- 
cate, pool, individual speculators, or other 
special interests, to prevent further decline. 
Support is furnished to give a security, or 
the entire market, an appearance of strength 

for the purpose of arresting a downward 
movement and inspiring confidence, rather 

than with the intention of making immediate 
profits. (See Banking Support.) 

Supporting Orders 
Buying orders lodged with brokers for 

the purpose of furnishing Support (q. v.). 

Surety 

This term has two applications : 
(1) A guarantor; a person or company 

which agrees to answer for the debt or per- 

formance of another in case of default. 
(2) Suretyship; a guaranty or security 

for protecting a person against loss in case 
of default in the payment of a debt, or per- 
formance of a contract; an instrument or 

undertaking, ordinarily called a surety bond, 
given as evidence of the guaranty by which 
the surety becomes bound as the principal or 
original debtor is bound. (See Surety Com- 

pany.) 

Surety Company 

A company which guarantees the acts of 
others, 4. e., acts as surety for a valuable 
consideration. One of the principal types of 
guaranties undertaken by a surety company 
is the insurance of the faithful conduct of 
employees handling money or _ valuable 
papers guaranteeing any losses which may 
result from dishonesty. This is known as 
fidelity insurance. A surety company un- 
dertaking this class of risk, keeps in touch 

with the history of employees and refuses 
to insure those who have police records. 
They attempt to secure conviction of de- 
faulters, and by refusing to renew a surety 
bond when the insured has been guilty of 
misconduct, these companies tend to reduce 

dishonesty, defalcation, and embezzlement. 

Suretyship 
See Surety. 

Surplus 
This term may apply to (1) the proportion 

of profits of a business for the current ac- 
counting period in excess of all costs, ex- 

penses, interest charges and dividend pay- 
ments, 7. ¢., amount available for carrying 
forward into the next accounting period, 7. e., 

net profit, or, (2) the accumulated or undi- 
vided profits of past periods left invested in 
the business, 7. e., the gross or total surplus. 
The first application, however, is not strict 
accounting terminology. The term surplus 
should not be used synonymously with net 

profits, but rather should designate undivided 
profits of a corporation; profits which have 
not been distributed in dividends to stock- 
holders. The surplus, which in some cases 
exceeds capital stock, must be added to the 

latter, together with any true reserves, in 

order to determine net worth. (See Capital 

and Surplus. ) 
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Surplus Reserve 

The amount of a bank’s reserve (held ina 

Federal Reserve bank in the case of a mem- 
ber bank, and in its own vault or legal de- 
positaries if a non-member bank) in excess 
of the legal reserve requirement. The term 
also applies to the surplus reserves of all 

the banks in a given clearing house associa- 
tion. 

Surrender Value 

A term used in conection with insurance 
policies to denote the cash sum which the 
insurance company agrees to pay the holder 
who exercises the option of surrender. The 
surrender value increases in proportion to 

the number of premiums paid and growth of 
the policy reserve. The loan and surrender 
value of a policy are usually coincident. 

Surrogate Court 

The name given in some states to the 
court having jurisdiction over wills, execu- 
tors, administrators, and other fiduciaries, 
decedent estates, the devise of real property, 
and the like. It is known in other states as 
Probate Court, or Orphan’s Court. (See 
Probate.) 

Suspension 

This term has three meanings: 
(1) The termination of a business due to 

insolvency or bankruptcy. 

(2) The temporary closing of a bank 
which, though in a solvent condition, desires 

to liquidate a part of its assets in order to 

be in shape to meet the demands of its 

creditors. 

(3) Members of a stock exchange may be 

suspended, 7. e., prohibited from exercising 

their rights as members for a stated period 
(as distinguished from expulsion) for vio- 
lating certain rules of the exchange. On the 
New York Stock Exchange, members may 

be suspended, not only for specific violations 
of rules, but for certain acts not expressly 

defined. The rules of the New York Stock 
Exchange provide for suspension in the fol- 
lowing cases: (1) “Conduct or proceeding 
inconsistent with just and equitable principles 
of trade;” (2) where failure “has been 
caused by recklessness or unbusinesslike 
dealings ;” and (3) whenever a member has 
been “adjudged guilty of any act which may 
be determined by said (governing) com- 
mittee to be detrimental to the interest or 

welfare of the exchange.” 

Suspension of Specie Payments 
See Specie Payments. 

Sweating 
A term applied to a method of reducing 

the weight of coins by rubbing them together 
in a box or bag for the purpose of obtaining 
gold or silver dust resulting from the fric- 
tion. 

Sweetening a Loan 

A Wall Street expression meaning to 
place additional securities on deposit to 
margin a loan after security values have de- 
clined, in order to keep the margin intact, or 
to strengthen the margin. (See Margin 
Call) 

Swindling 
A term to denote the selling of doubtful 

or worthless securities through misrepresen- 
tation. It may be accomplished through ad- 
vertisements that offer securities of high 
yield, or promise exorbitant profits, or cir- 
culars distributed gratis written deceptively 
and with an ulterior purpose, rather than 
giving bona fide disinterested analyses. 

Another form of swindling consists in ex- 
changing low grade securities of doubtful or 
no value, for high grade securities of un- 

questionable merit. (See Blue Sky Laws, 
Bunco, False Statement Acts.) 

Swings 

A term used to denote the periodic move- 
ments upward and downward in (1) busi- 
ness activity, (2) commodity prices, (3) se- 
curity prices, or (4) money rates. C. H. 
Dow in his book entitled “Theory of Stock 
Speculation,” classifies swings as primary, 
secondary, and tertiary. Primary swings 
are broad movements lasting over a period 
of years, and may be identified with the 
business cycle, 1. e., a primary upward and 
downward swing constitutes a complete 
cycle. Primary swings are caused by rhy- 
thmic changes in fundamental economic con- 

ditions. Secondary swings are the _ short- 
term movements covering a number of weeks 
or a few months, and have their causation in 
current trade reports, etc. Tertiary swings 

are the imponderable fluctuations that occur 
daily and even hourly in the various markets, 
and have their causation in such factors, as 
market sentiment, technical position, specula- 
tive psychology, etc. 

It is on the theory of primary swings that 

most statistical organizations and forecast- 

ing services base their ability to predict 
future trends. Few persons, other than pro- 
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fessional speculators who are well versed in 
trade conditions and market technique, can 

uniformly succeed in forecasting secondary 
swings. Tertiary swings are practically un- 

amenable to forecast. (See Business Cycle, 
Business Forecasting Services, Speculative 

Cycle.) 

Switch 

See Switching. 

Switching 

This term has two meanings: 
(1) When a speculator in grain, cotton, 

or sugar futures transfers his contract to 

mature in some future month, the process is 
called switching. 

(2) The process of transferring one’s in- 
terest to another security, 7. ¢., liquidating 

one’s holdings in one security for the pur- 
pose of placing proceeds in another because 
the prospects of which appear to be more at- 
tractive, to increase one’s income, or to 
strengthen one’s position. 

Syndicate 
A group of banks, investment houses, or 

securities corporations which organize to un- 

derwrite an issue of bonds, notes, or stock © 
from a corporation or governmentality; a 
group of security underwriters as distin- 
guished from a single underwriter. The 
term syndicate is sometimes used synony- 

mously with pool or clique, but differs fror 
them in that the former usually puurchases 

new capital issues direct from the issuing 
organization while the latter conduct opera- 
tions in securities already marketed. 

The function of a syndicate is to furnish 
new or additional capital through the pur- 
chase at wholesale of the capital issues of 
the organization requiring to be financed, 
and the sale of these securities to the in- 
vesting public through participating mem- 

bers. The term may therefore apply to the 
original syndicate which buys the securities, 
known as the “underlying syndicate” or syn- 

dicate on original terms, or to the invest- 
ment houses, stock exchange houses, and 

banks which distribute them to the public, 
known as the “distributing syndicate.” 
When bonds or stocks are issued by a cor- 

poration or Government, it can choose one of 

two ways of marketing them. They can be 
sold “over the counter,” 7. ¢., the issuing or- 
ganization can find its own market, or they 
may be sold directly on a wholesale basis to 
an underwriting organization. On account 
of the specialized marketing facilities of the 
large investment banks, the latter method is 

usually chosen. Some one investment bank 
may act as the sole underwriter, or else an 

underwriting syndicate may be formed con- 
sisting of a group of investment banks. The 
latter practice is customary because it per- 
mits a distribution of risk among the mem- 

bers of the underlying syndicate, and enables 
the participating members (of the distribut- 
ing syndicate) to offer a well diversified list 
of securities to their customers. 

Each member of the underlying syndicate 
contributes a certain part of the required 
capital, and becomes obligated to dispose of 
an agreed upon part of the issue. The 
active management of the syndicate rests 
with one of the investment banks, known as 

the “syndicate managers,’ whose duty it is 
to see that the terms of the syndicate agree- 
ment are carried out, to handle the accounts, 
to prepare the advertising, and to take initial 
custody of the securities. 

The securities purchased by the underlying 
syndicate are sold to the public through en- 
listing the services of banks, brokerage and 
investment houses throughout the country 
with whom the members of the underlying 
syndicate have affiliations. Members of the 
underlying syndicate are primarily whole- 
salers, while members of the distributing 
syndicate are retailers. 

The following example will serve to il- 
lustrate the typical method employed in syn- 
dicate organizations. Suppose that a cor- 
poration wishes to float a $50,000,000 bond 
issue, and that the underlying syndicate 
agrees to purchase the entire block at 95, re- 
mitting to the corporation within the agreed 
time the proceeds, or $47,500,000. The un- 
derlying syndicate will then organize a dis- 
tributing syndicate, consisting of banks, 
brokers, investment houses, and other finan- 
cial institutions throughout the country, who 
are invited to enter the distributing syndi- 
cate as participating members by agreeing 
to purchase a block, say at the price of 98, 
or three points advance over the cost to the 
underlying syndicate. Members of the un- 
derlying syndicate will also have the privilege 
of subscribing to the bonds at the price they 
are offered to the public, less a selling com- 
mission of say 2 per cent. At the same time 
the syndicate managers will advertise the 
terms of sale of these bonds to the public, 
say at par and accrued interest. 

The underlying syndicate members usually 
apportion or allot the entire issue, except 
such amounts as they subscribe for them- 
selves (to be sold to their own customers), 

among the various participants in the dis- 
tributing syndicate in proportion to their 
financial and sales ability to absorb them as 
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determined by past experience. The partici- 
pating members’ profits consist of the differ- 

ence between the public offering price and 
the price at which they are purchased from 
the underlying syndicate, and they become 
bound to pay for the amount of their allot- 

ment regardless of whether they are sold 
or not within the syndicate period.. Often- 
times, however, the syndicate period is ex- 
tended if selling conditions are difficult. The 
underlying syndicate’s profit consists of the 
difference between the purchase price and 
that at which they are sold to the participat- 

ing members. In the above example, the 
profit (assuming the bonds are entirely sold) 
would be $8,000,000, less the expenses of the 
syndicate and the syndicate managers’ com- 
mission. Each member of the underlying 
syndicate shares in the profits or losses in 
accordance with the ratio that its participa- 
tion bears to the total amount of the issue. 
[{ the underlying syndicate is not successful 

in selling all the bonds to the members of 
the distributing syndicate or through its own 
distributing channels, then the unsold por- 

tion will be allocated to the members of the 
underlying syndicate pro rata with their 
participation at the price of 98. 

Some syndicate agreements contain a so- 
called “selling-out clause,’ which provides 
that to the extent that an underlying syndi- 
cate member subscribes for bonds, its lia- 

bility to the syndicate is decreased. Thus, if 
a member subscribed for bonds to the amount 
of this participation, it is relieved from lia- 
bility of having to take up any of the un- 
sold bonds. (See Underwriting.) 
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Syndicate Agreement 

See Syndicate. 

Syndicate Loans 

Loans made by a bank to an underwriting 

syndicate to aid in the purchase of securities 

from an issuing organization. State banks 

and trust companies in New York state may 

not lend to underwriting syndicates if (1) 

there has not been 25 per cent. of the amount 

of the issue paid in by the syndicate, (2) the 
terms of the proposed loan or any renewal 

thereof exceed one year, (3) the amount ex- 

ceeds 25 per cent. of the lending institution’s 
capital and surplus, or (4) the lending in- 

stitution is a member of the syndicate. (See 

Syndicate. ) 

Syndicate Managers 

See Syndicate. 

Syndicate Members 
See Syndicate. 

Syndicate Offerings 
Securities offered for sale by an invest- 

ment house which have been received as an 

allotment from an underlying syndicate; in- 

vestment offerings of a syndicate. (See 

Syndicate. ) 

Syndicate on Original Terms 
See Syndicate. 



Tael 

See Foreign Moneys—China. 

Take a Flier 

See Flier. 

Take Up 
This term has two meanings: 

(1) A brokerage term to denote the act 
of paying upon delivery for the purchase of, 
or subscription for, bonds or stocks; pay- 

ment made in order to get possession of se- 
curities previously contracted for. 

(2) To retire or pay off, as a note, ac- 
ceptance, or bond. 

Talari 

An Abyssinian money. (See Foreign 
Moneys—table 2.) 

Tale 

Some contracts involving the payment of 
metallic money call for payment “by tale,” 
meaning by count, as distinguished from 
weight. If payment is to be made in gold 
coin, for instance, the total sum “by tale” 

would disregard abrasion, whereas the sum 
by weight would denote actual value. <A 
given sum computed “by tale” would give a 
smaller value than if computed by weight. 

Tallero 

A money of Eritrea. (See Foreign 
Moneys. ) 

Talon 

A term used in England, France and Ger- 
many, to indicate the last portion of bond, 
certificate, or rente, remaining after the 
coupons have been detached. Sometimes it 
takes the form of a special coupon. When 
the talon is presented to the proper office of 
the Government, the holder is entitled to re- 
ceive a new certificate or rente with its full 
quota of coupons for the next period. French 
rentes are usually issued with coupons at- 
tached for 5 or 10 year periods. (See 
Rentes. ) 

Tangible Assets 
Physical or material assets, e. g., real 

estate, buildings, machinery, inventories, and 
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cash, as distinguished from intangible assets, 
ec. g., good will, patents, trademarks, and the 
like. 

Tape 

A narrow ribbon of paper used in quota- 
tion tickers on which prices transmitted by 
telegraph from market headquarters are 
printed by an electrically operated instru- 
ment. (See Quotation Ticker, Ticker.) 

Tape Abbreviations 
See New York Stock Exchange Abbrevia- 

tions, Ticker Abbreviations. 

Tape Prices 
Prices as indicated on the ticker tape. 

These are usually from one to ten minutes 
behind the actual transactions. (See Quota- 
tion Ticker, Ticker.) 

Tare 

Unproductive weight; weight of the con- 
tainer, package, crate, or vehicle in which 
goods are loaded for shipment or carriage, 
as distinguished from the gross weight and 
net weight. Thus, in a barrel of oil which 
weighs 400 Ibs., the barrel 40 lbs. and the 
oil 360 lbs., 400 Ibs. represents the gross 
weight, 360 Ibs. the net weight, and 40 Ibs. 
the tare. 

Tax Arrearage Bonds 
See Revenue Bonds. 

Taxes 

(1) On Circulating Notes 
National banks and Federal Reserve banks 

are required to pay taxes respectively, on 
National bank notes and Federal leserve 
bank notes outstanding, at the rate of % per 
cent. annually, if secured by 2 per cent. Gov- 
ernment bonds, or 1 per cent. if secured by 
3 per cent. or 4 per cent. Government bonds. 
State banks are effectively prohibited from 
issuing circulating notes by a provision in 
the National Bank Act which taxes these 
notes at 10 per cent. 

(2) On Deficient Reserves 
The Federal Reserve Act, section 11 (c), 

authorizes the Federal Reserve Board to 
suspend, not exceeding 30 days, the reserve 

ae ia 
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requirements of the Federal Reserve banks, 
provided the Federal Reserve Board “es- 
tablish a graduated tax upon the amounts by 
which the reserve requirements of this Act 
may be permitted to fall below the level 
hereinafter specified; And, provided further, 
that when the gold reserve held against Fed- 
eral Reserve notes falls below 40 per centum, 
the Federal Reserve Board shall establish a 
graduated tax of not more than 1 per centum 
per annum upon such deficiency until the 
reserves fall to 3214 per centum and when 

said reserve falls below 32%4 per centum a 
tax at the rate increasingly of not less than 
1% per centum per annum upon each 2% 

per centum or fraction thereof that such re- 
serve fall below 32%% per centum. The tax 
shall be paid by the Reserve bank, but the 
Reserve bank shall add an amount equal to 
such tax to the rates of interest and discount 
fixed by the Federal Reserve Board. 

(3) On Deposits 
Interest on bank deposits is subject to 

Federal income taxes, both normal and sur- 
tax. Such interest is also taxable under the 
New York state income tax law. 

(4) On Foreign Bills of Exchange 
See Stamp Tax. 
(5) On Income 
See Income Tax. 
(6) On Investments 
See Taxes on Investments. 
(7) On Stock Transfers 
See Stock Transfer Tax. 
(8) On Time Evidences of Debt 
During the World War, the Government 

placed a direct stamp tax upon time evi- 
dences of debt, as an important source of 
revenue. The instruments which required 
a stamp tax were time drafts and bills of ex- 
change, notes, acceptances, and bonds, at the 
rate of 2% cents for every $100 or fraction 
thereof. 

Taxes on Investments 

Taxes on securities in the United States 
may be levied as direct personal property 
taxes, or as income taxes. The personal 
property tax is imposed upon the principal 
of the security—the method employed in 
state and local taxation. The income tax is 
imposed upon the return from such security 
—the method employed by the Federal Gov- 
ernment income tax, and by those states 
which have enacted income tax laws. 

Taxes on bonds, notes, stocks, and mort- 
gages as imposed by the various states have 
no uniformity, and there is no mathematical 
formula that can be applied to measure their 
effect. The existing laws in the several 
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states, and their effect upon bond values, 
and interest rates, can be ascertained by con- 

sulting any reliable investment house. (See 
Tax-Exempt Bonds.) 

Taxes, on Stock Transfers 

See Stock Transfers. 

Tax-Exempt Bonds 
The following bonds are free from all 

Federal income taxes: (1) all United States 
Government bonds issued before September 
1, 1917, «. e., all pre-war issues, and the lst 
Liberty 3%4s; (2) bonds of any state or 
territory; (3) bonds of any insular posses- 
sion; (4) bonds of any municipality, district, 
or political subdivision of a state; (5) Fed- 
eral Land bank bonds; and (6) joint-stock 
land bank bonds. Other issues of Liberty 

Bonds (q. v.), are partially exempt. Divi- 
dends on stocks are exempt from the normal 
tax, but not from the surtax. 

The following bonds are exempt from 
state taxes: (1) all United States Govern- 
ment bonds; (2) bonds of an insular pusses- 
sion; (3) Federal Land bank bonds; (4) 

joint-stock land bank bonds; (5) state bonds 
(in most states); (6) municipal bonds of 
states in which municipality is located (in 

most states) ; real estate mortgages and cer- 

tificates (in a few states, e. g., New York). 

Generally speaking, this would leave bonds 
of all private corporations, whether railroad, 
public utility, or industrial, and whether 
domestic or foreign; and all foreign Govern- 
ment bonds subject to taxation. (See Taxes 
on Investments. ) 

Tax-Free Bonds 

Same as Tax-Exempt Bonds (q. v.). 

Tax-Free Covenant 

The Federal income tax law of 1913 con- 
tained a provision which required the normal 
tax on bonds which were subject to tax to 
be withheld at the source, and also required 
that ownership certificates accompany all 
coupons detached from corporation bonds at 
the time of their presentation. This proved 
an annoyance to investors and hurt the sale 
of corporation bonds. Accordingly, issuers 

of corporate obligations, floated their bonds 
with “tax-free covenants,” whereby the 
obligor (issuer) agreed to pay any income 
which the law required the corporation to 
withhold from the interest paid to the bond 
owners. The present revenue law allows the 
normal tax to the extent of only 2 per cent. 

to be paid at the source under the tax-free 
covenant principle. 
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Fundamentally the purpose of the tax-free 
covenant is to shift the burden of the tax on 

this class of securities to the issuer. 

Tax Relief Bonds 

Same as Revenue Bonds (q. v.). 

Technical Position 

A term used among stock speculators to 
indicate the situation, circumstances, set of 

conditions, influences, or forces operating 
within the market itself, as distinguished 
from purely external or extrinsic factors 

which favor a price movement upward or 

downward. From the standpoint of the 
bulls, the technical position is said to be 
good when the forces or influences in the 

market are favorable to an advance in prices, 
and bad when favorable to a decline. It is 

well known in speculative circles that suc- 
cessful speculation depends upon a knowledge 
of the technical position of the market, as 

well as the outside influences or Fundamental 
Conditions (q. v.), e. g., political events, 
trade reports, earnings’ statements, money 

rates and general business conditions. The 

chief elements affecting the technical position 

are: (1) whether the market is overbought 

or oversold; (2) the extent of the short in- 

terest; (3) whether stocks are widely dis- 
tributed, or centered in the hands of a few; 

(4) the extent of public participation; (5) 
activity; (6) the attitude of big operators; 
(7) the quantity of stop loss orders present 

above or below the current level of quota- 
tions; (8) the sensitiveness of speculators to 
bad news; (9) the extent to which the 

market has advanced or declined without re- 
action or rally; (10) the extent to which 

pyramiding is evident; and (11) whether 
margins are thin or heavy. 

The big operators take advantage of their 
knowledge of the technical position to force 
prices in one direction or the other. 

Telegraphic Transfers 
The transfer of money to a distant point 

for immediate use through the agency of a 

telegraph or cable company. A charge is 

made both for the transfer and telegram. 
The remitter may waive identification of the 
payee to the company’s cashier at the distant 
office. (See Cable Transfer, Money Trans- 
fer.) 

Teller 

A general term applied to a bank em- 
ployee who in one capacity or another trans- 
acts business with customers “over the win- 

’ dow.” The paying and receiving tellers are 
the most familiar examples. In large banks 
there are also, the mail teller, note teller, 

collection teller, coupon teller, etc. (See Col- 
lection Teller, Coupon Teller, Paying Teller, 

Note Teller, Receiving Teller.) 

Temporary Bonds 
Bonds issued as temporary substitutes for 

permanent or definitive bonds, and which 
differ from temporary receipts in that they 
contain the same complete recitals that ap- 
pear on the permanent forms, and are not 
merely acknowledgments of payment and 
promises to deliver. The term also denotes 
bonds or certificates issued for temporary 
financing purposes; thus, receivers’ certifi- 

cates are temporary certificates. 

Temporary Certificates 
See Temporary Bonds. 

Temporary Receipts 
Corporations floating a new bond, note, or 

stock issue, frequently desire to obtain pos- 
session of the new funds as soon as possible 
and before permanent, engraved forms can 

be prepared for delivery. To provide for 
this contingency, temporary, printed, or litho- 
graphed receipts are issued to purchasers 
upon payment. These receipts are acknowl- 

edgments of payment and promises to de- 
liver permanent or definite bonds (or 
stocks). They are held by the purchasers 
until the issuing corporation announces that 
definitive forms are ready for substitution 
upon surrender of the temporary receipts. 

Tender 

This term has two meanings: 
(1) Same as Bid. (See Bid Price.) 

(2) See Legal Tender. 

Tenor 

The term or duration of a note, acceptance, 
time draft, or bond, 7. ¢., the interval between 
the date of issue (acceptance in case of a 
draft), and the maturity date. This term 
is synonymous with usance. 

Ten Per Cent. Rule 

This term has two meanings: 
(1) See Twenty Per Cent. Rule. 
(2) A term which refers to the provision 

in the National bank laws, which prohibit a 
National bank from lending, except under 
certain conditions, more than 10 per cent. of 
its capital and surplus to one person, firm, 

| 
| 
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or corporation. (See Limitations on Bank 
Loans. ) 

Ten Point Margin 

Margin, 1%. ¢., a partial payment, equal to 

$10 a share for each share purchased. The 
partial payment of $1,000 on the purchase of 
100 shares, whether the price per share is 
$25 or $90, is a ten point margin. A ten 
point margin is usually the smallest margin 
which a broker will accept for medium 
priced stocks. (See Margin Buying.) ) 

Term 

The period or duration of a note, accept- 
ance, time draft, bill of exchange, or bond; 

synonymous with tenor and usance. (See 
Tenor.) 

Terminable Annuity 
See Annuity. 

Terminable Bonds 

Bonds which have a fixed compulsory 
maturity, as distinguished from indetermin- 
ate or perpetual bonds. (See Indeterminate 
Bonds, Perpetual Bonds.) 

Terminal Bonds 

Bonds which are obligations of a terminal 
company, which in turn may be owned by, 
or the property of which may be leased to, 
one railroad or a number of railroads jointly, 

usually the latter. Proper terminal facilities 
are of utmost importance to railroads, and 
upon these facilities depend the volume, dis- 
patch and cost with which traffic is handled. 
Terminal costs are usually large and many 

railroads co-operate in the use of terminal 
facilities, as evidenced by the frequency of 
union stations and joint freight terminals. 
The formation of a terminal company, the 
property of which (yards, buildings, tracks, 
etc.) can be mortgaged to secure additional 

capital, accounts for the origin of this class 
of bonds. 

The revenue accruing to a terminal com- 
pany is derived from charges to the railroad 
companies using the facilities, apportioned 
on the basis of traffic. 

Terminal bonds are frequently guaranteed 
by the railroads sharing the company’s fa- 
cilities. When terminal bonds are secured 
by valuable property located at important 
railroad centres, or shipping points, with 
earnings in excess of interest charges, or 
are guaranteed by railroads of high credit 
standing, they constitute a high grade in- 
vestment. 

Terminal Company Bonds 
See Terminal Bonds. 

Territorial Bonds 

See Insular Bonds. 

Testament 

A term in former use now largely sup- 
planted by the term Will (q. v.). 

Testator 
One who makes a Will (q. v.). 

Test Number 

In order to insure the authenticity of cable 
transfers, banks and_ foreign exchange, 
dealers prefix or append a code number or 
word to the message as a proof of its val- 
idity. This test number usually changes with 
each message, and since the formula for 
computing or decoding a test number is kept 
under lock and key and subject only to of- 
ficial supervision, it authenticates a message 
just as an officer’s signature validates a bank 
draft. An example of a typical test word 
formula is: “Add together the day of the 
month upon which the message is sent, the 

number corresponding to the day of the 

week (accompanying table), and the month 

(same table), and the numbers for the 

amount in thousands, hundreds and units 

(same table). Then add your private num- 
ber which is Ke 

In order to further safeguard the private 
number, it is usually fixed after the formula 
has been made, or it may be cabled separ- 
ately. Although the above mentioned form- 
ula numbers are permanent, or are changed 

at infrequent intervals, the test number usu- 
ally varies with each cable. It is more dif- 
ficult to solve a test number without the 
formula than to forge a signature.* 

Test Word 

See Test Number. 

Thaler 

A German money. 

—Germany. ) 
(See Foreign Moneys 

Thin Margin 

A small margin; a “shoestring” margin; a 
margin which gives the owner only a small 
equity in his purchase. 

A narrow or insufficient margin which 

leaves the speculator’s account in an exposed 

* Adapted from O. H. Wolfe: Practical Banking. 
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and precarious condition in case of a de- 
clining market. (See Margin Buying.) 

Third Mortgage 
First read Mortgage, and Second Mort- 

gage. 
A mortgage placed upon property which 

is already encumbered with a first and second 
mortgage. For instance, a piece of real 
estate appraised at $50,000 may be encum- 
bered with a first mortgage of $20,000 and a 
second mortgage of $10,000. If the owner 
wishes to raise an additional $5,000 by using 
the property as security, a third mortgage 

will be created, making a total mortgage in- 
debtedness of $35,000. In case of fore- 
closure, a third mortgage would not be paid 

until both the first and second mortgages 
have been fully satisfied. 

In practice, third mortgages are rare, since 

it is difficult to find a lender on this class of 
security, although where the sum of the first 
and second mortgages constitutes a debt of 

less than one-half of the appraised value of 
the ‘property, there is nothing intrinsically 
unsound in lending a small amount on a 
third mortgage. To avoid the stigma of 

borrowing on a third mortgage, the property 
owner in the above example would likely, if 
he desired to raise additional money, pay off 
the first and second mortgage loans and issue 
a single first mortgage for $35,000. 

Third Mortgage Bonds 
First read Third Mortgage. 
Bonds secured by a mortgage upon prop- 

erty already encumbered with an issue of 
first or second mortgage bonds. Such bonds 
represent a third lien upon the assets and 
earnings of the issuing corporation. Third 
mortgage bonds are rare, but among certain 
railroads, general or consolidated mortgage 
issues, part of the property falling under 
such general or consolidated mortgages is 
oftentimes already encumbered with a first 
and second mortgage. 

Third of Exchange 
See First of Exchange. 

Third Preferred Stock 

See Preferred Stock. 

Third Teller 

Another name for Mail Teller (q. v.). 

Threadneedle Street 

The street in London in which several 
banking institutions, including the Bank of 

England, are located, and by extension, one 
of the popular names for the London bank- 
ing district. Lombard Street is another 
street in London around which financial 
activities are centered, and is a more popular 
designation for the financial district than 
Threadneedle Street. It corresponds to our 
use of Wall Street as a popular designation 
for financial New York. (See Lombard 
Street.) 

Three-Name Paper 
Notes, bills of exchange, bank and trade 

acceptances—usually some form of com- 
mercial paper—with three signatures, (either 
as makers or indorsers) responsible for pay- 
ment, and representing separate interests, 

é. g., a note signed by two makers and having 

one indorsement, or an acceptance with the 
name of the drawer, acceptor and one in- 
dorser. (See Single-Name Paper.) 

Thrift Department 
A name sometimes given to what in reality 

is a savings department operated in connec- 
tion with state banks and trust companies in 
those states, e. g., New York, where the 
banking laws prohibit the use of the term 
“savings” when advertising or soliciting such 
accounts. State banks and trust companies, 
as well as National banks, may accept time 
deposits and since savings deposits are a 
type of time deposits, there is nothing to pre- 
vent these banks from soliciting time deposit 
accounts, if the use of the term “savings” is 
avoided. The purpose of this law, where 
enacted, is to restrict the use of the term 
“savings” to savings banks exclusively. To 
comply with the law, therefore, accounts for 
this department are solicited under the name 
of “thrift” accounts, “special interest” ac- 
counts, “compound interest” accounts, or 
“time deposit” accounts. (See Savings Ac- 
counts. ) 

Thrift Society 
A term usually applied to an association 

of employees in a business institution for the 
purpose of promoting habits of thrift among 
them by receiving savings from its members 
and investing them more profitably than 
would be possible in a savings bank. Fre- 
quently the company supervises the invest- 
ment of the thrift fund and guarantees pay- 
ment of the principal and interest at a cer- 
tain rate. 

Tical 

A money of Siam. (See Foreign Moneys.) 
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Ticker 

The popular name given to an electrical 
typewriter, introduced in 1867 for the pur- 
pose of transmitting market quotations, and 
operated from the board room of a stock 

or other exchange. Quotations are printed 
on a narrow ribbon of paper known as tape, 

and are transmitted by telegraph to instru- 
ments rented to subscribers throughout the 
entire United States. 

The New York Stock Exchange maintains 
two ticker services, one for stocks and one 
for bonds. The stock ticker is operated by 
an electrical collator which is so constt1ucted 
that it automatically receives and distributes 
the quotations from the four sending cpera- 
tors located on the floor or board room of 
the exchange. The floor operators sit at 
typewriter keyboards and receive slips con- 
taining records of transactions—giving num- 
ber of shares and prices—from forty floor 
runners. Actually no typing is done, the 
record appearing in the form of perforations 
on a tape, which is fed from the machine 
to an electrical transmitter. It is this perfor- 
ated tape passing through the trasmitter 
that telegraphs the quotations to the coilator. 
The collator is a switching device which 

automatically receives from one operator and 
cuts out the others. When quotations from 

one operator are fed into the collator, the 
switch automatically cuts him out and begins 
to receive from another who has quotations 
to communicate. All four operators can 
thus work simultaneously and at full capacity 
although the line to the collator is open to 
only one at a time. 
Ticker services are also maintained by the 

New York Curb Market Association, the 
New York Cotton Exchange, the Chicago 
Board of Trade, and the New York Con- 
solidated Stock Exchange. There are also 
the Dow-Jones news service ticker, the New 
York News Bureau ticker, and a ticker 
for foreign exchange quotations. (See 
Quotation Ticker, Ticker Abbreviations. ) 

Ticker Abbreviations 

New York Stock Exchange ticker ab- 
breviations may be explained as follows. 

One price following the abbreviation of 
a stock signifies a sale of 100 shares. Thus, 

NP. 80 means the sale of 100 shares of 
Northern Pacific at 80. 
When more than 100 shares are sold, the 

number of shares sold precedes the price. 
Thus, NP. 2.801% means the sale of 200 

shares of Northern Pacific at 80%. NP. 3. 
8034.%.% means the sale of 300 shares of 
Northern Pacific at 8034 followed by the 
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sale of 100 shares at 80%, and another 100 
shares at 80%. 

An offer alone without a bid is preceded 
by an 0. Thus, NP.O.79 means an offer of 
79 for Northern Pacific. 
A bid alone without an offer is followed 

by a B. Thus, NP.79'14B. means a bid of 
7914 for Northern Pacific. 
When a sale is not reported in its right 

place, the price is preceded by the abbrevia- 
tion SLD. Thus, NP. SLD. 80% means 
that a sale of Northern Pacific has not been 
reported in the right place. 
When an error has been made by a re- 

porter, or in printing, the last letter or fig- 
ure is repeated several times, indicating that 
the quotation is to be eliminated. Thus, 
NP. 80%%%% means that a sale of 
Northern Pacific is to be disregarded. 

For abbreviations of the stocks on the 
New York Stock Exchange, see New York 
Stock Exchange Abbreviations. 

Ticket Day 
See Settlement Days. 

Tickler 

A maturity index. 

A book in which the maturity dates of 
notes, discounts, acceptances, bonds, and 
sometimes dividends, interest payments, and 
the like are journalized, to serve as a future 
reminder to the bank or brokerage house that 
these instruments will need attention at some 
future date. 

The most important tickler in a bank is 
that for showing the maturity of notes and 
acceptances. It is essential that a note be 
presented on the maturity date in order to 
hold the indorsers liable. The note maturity 
tickler, therefore, is indispensable in the 
management of a bank, whether large or 
small, in order to guarantee presentation of 
notes at maturity and thereby protect the 
bank from possible losses through the re- 

lease of indorsers, should presentation be 

neglected. 

The purpose of a note maturity tickler is 
to record all notes in such a way as to in- 
dicate the dates on which they mature. This 
is accomplished by journalizing (recording 
chronologically) notes by maturity dates at 
the time they are discounted or purchased. 
Consecutive pages in the tickler are devoted 

to consecutive maturity dates. By reference 
to the tickler, consecutive pages of which 
are headed with consecutive dates, it is 

possible to tell at a glance what notes are 
maturing on any given date and the amount 
of the total maturities for any given day. 
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Maturity ticklers are also maintained to 
indicate compulsory and optional maturity 
dates of bonds which a bank holds as its 
own investments. A form of note maturity 
tickler is given below: 
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Time Bills 
See Draft, Foreign Bills of Exchange. 

Time Certificate of Deposit 
See Certificate of Deposit. 

NOTE TICKLER 

MAKER ENDORSER WHERE PAYABLE | 
| 

Tight Money 
When credit is difficult to obtain, although 

high grade collateral is offered, and high in- 

terest rates prevail, money is said to be 
tight. (See Stringency.) 

Till Money 
Money for use at the counter, as distin- 

guished from that kept as reserve in the 
vault, or deposited with other banks. The 
paying-teller is usually exclusive custodian 

of the till money necessary for current 
{“over the window’’) use. 

Timber Bonds 

Bonds issued to finance logging and lum- 

ber-making operations. They are to be 
classed with industrial bonds, carry a high 
yield, and are secured by timber lands. The 

value of the timber property which is offered 
as security can be definitely calculated. The 
chief risk attending an investment in these 
bonds, however, is the fact that timber is or- 
dinarily not insurable. 

They offer a fair investment medium if 
they are secured by a mortgage on timber 
lands to which the owner has good title, and 
if the bonds call for the creation of a sink- 

ing fund to be accumulated in proportion as 
the timber is cut. Chicago is the principal 
umarket for these issues. 

BIBLIOGRAPHY 
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Time Clock 

See Time Lock. 

Time Deposits 
Deposits which are not subject to check, 

and which the bank may require 30 days 
notice of intention of withdrawal. The Fed- 
eral Reserve Act (section 19) defines time 
deposits as comprising “all deposits payable 
after 30 days, all savings accounts and cer- 
tificates of deposit which are subject to no 
less than thirty days’ notice before payment, 
and all postal savings deposits.” 

As defined by the Federal Reserve Board 
(Regulation D, Series of 1920), the term 

‘time deposits, open accounts,’ are held ‘to 
include all accounts not evidenced by certifi- 
cates of deposit or savings pass books, in re- 
spect to which a written contract is entered 
into with the depositor at the time the de- 
posit is made that neither the whole nor any 
part of such deposit may be withdrawn by 
check or otherwise, except on a given date 
or on written notice which must be given 

by the depositor a certain specified number 
of days in advance, in no case less than 30 
days.” 

National banks wherever located are re- 
quired to keep a reserve of 3 per cent. 
against time deposits. 

According to the New York state banking 

law, time deposits are those the payment of 
which cannot legally be required within 
thirty days. (See Deposits.) 

Time Draft 

See Draft. 
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Time Group 
A term used among collection and transit 

clerks to indicate a group into which out- 
of-town checks are assembled to be for- 
warded for collection through the Federal 
Reserve Check Collection System (q. v.). 
The proceeds of out-of-town checks become 
available as reserve to the sending bank in 
a certain number of days indicated by the 
Federal Reserve Schedule Showing When 

Proceeds of Items Will Become Available 
(q. v.). This schedule divides out-of-town 
checks into a certain number of time groups, 
each Federal Reserve bank making its own 
schedule. For the New York Federal Re- 
serve bank six time groups known as (1) 
immediate credit points; (2) one-day points; 
(3) two-day points; (4) four-day points; 
(5) five-day points; and (6) eight-day 
points are shown in the schedule. (See 
Transit Department. ) 

Time Loan 

A loan which becomes payable on a future 
specified date and which is not terminable at 
the option of either borrower or lender 
before that time. In practice, a bank will 
usually accept payment of a time loan before 
compulsory maturity with a pro rata abate- 
ment of interest or discount. (See Loans.) 

Time Lock 

A mechanical contrivance for preventing 
the opening of the door of a vault, though 
the combination is worked, before the hour 

set for opening by adjusting the attached 
clock. 

Time Money 
Money loaned for a definite period and 

payable on a specified future date, as dis- 
tinguished from call or demand money. 

Time Paper 
A general term including all forms of 

notes, acceptances, bills and drafts maturing 

on specified future dates. 

Time to Run 

When a note evidencing a time loan is 
presented to a bank for discount, it must be 
timed, in order to ascertain the precise ma- 
turity date and the amount of the discount. 

A 90 day note dated April 1, may be pre- 
sented for discount on April 15. While its 
term is 90 days, its time to run is the num- 
ber of days elapsing between the date of dis- 
count and its maturity. In calculating the 
time to run, an exact count of the number 
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of days is taken, ec. g., in the above illustra- 
tion the time to run is 75 days (discount is 
computed for 75 days) and the maturity 
date falls on June 29 (not June 30). If the 
maturity date should fall on Sunday, or a - 
holiday, the note becomes payable, in most 
states, on the following business day. Ac- 

cordingly another day, or days, may be added 
in computing the discount. In some states 
notes falling due on Sunday are collectible 
on the Saturday preceding. Reference must 
be made to the laws governing the collection 
of notes in the various states. 

Timing Notes 
See Time to Run. 

Tip 

An unsupported statement or advice given 

a person concerning the movement of a par- 
ticular security, in supposed confidence and 
secrecy, but without revelation of the source 
of information, or facts to demonstrate its 
logic. Tips are given by legitimate bankers 
and brokers, and by “insiders” who have a 
knowledge of facts upon which to base their 
judgment, but who are not always in a 
position to disclose these facts. Such tips 
are honest. Tips are also given by un- 
scrupulous brokers, professional tipsters and 
charlatans with the intention to misrepresent 
and deceive. Most tips are based upon guess- 
work, rumor, or pure fabrication. No tips 
should be acted upon without investigation, 
or at least without knowing the reputation 
of the informant. (See Copper a Tip.) 

Tipster 
One who gives advice to buy or sell a 

certain security but without furnishing in- 
formation why. One who gives advice to 
buy or sell a certain security, especially the 
professional charlatan who deals in ques- 
tionable or highly speculative securities. Such 
advice is usually offered with an ulterior 
motive and should not be acted upon. Be- 
cause of the operations of the professional 
tipster, a stigma has come to be attached to 
this term. (See Tip.) 

Title 

The evidence of a person’s right to or 
ownership in a piece of property. In the 

case of real estate, the documentary evidence 
of ownership is the title deed. 

Title Company 
See Title Insurance Company. 
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Title Deed 

The documentary evidence of a person’s 
ownership of a piece of land. Such a deed 
specified in whom the legal estate is vested 
and the history of the ownership and trans- 
fers from one person to another from the 
original grant to the present owner. Title 
to land may be acquired in one of five ways: 
(1) purchase; (2) inheritance; (3) devise; 
(4) gift; or (5) through foreclosure of a 
mortgage. (See Abstract of Title, Title 
Insurance. ) 

Title Guaranty 
See Title Insurance. 

Title Guaranty Company 
See Title Insurance Company. 

Title Insurance 

A contract by which the insured, usually 
a title insurance company, for a valuable 
consideration, agrees to indemnify the in- 
sured for a specific amount against any loss 
which may arise through the appearance of 
defects of title to real estate, wherein the 
latter has an interest as purchaser, mort- 
gagee, or otherwise. Such a contract is 
recognized as a true insurance contract and 
is limited strictly to indemnity for loss 
actually sustained by reason of the defects 
or encumbrances against which the insurer 
covenants to indemnify. Title insurance in- 
volves a careful examination of the evi- 
dences of title by the insurer who employs, 
or is himself, a skilled conveyancer. (See 
Title Insurance Company.) 

Title Insurance Company 
A company, usually operated in conjunc- 

tion with a mortgage company, which ex- 
amines titles to real estate, determines their 
status at law, and insures their validity to 
interested persons, whether owners, pur- 
chasers, or lenders, and whether the insuring 
company makes a loan on such property, or 
not. A purchaser of, or lender on, real 
estate (mortgagee), is entitled to an abstract 
of title and the seller (or borrower) must be 
able to transfer a clear title to the purchaser 
(or mortgagee). Ordinarily, abstracts of 
title are prepared, and the title verified, by a 
lawyer who states only an opinion and neither 
guarantees the validity of the title, or de- 
fends any claim that may be set up against 
it. A title insurance company, however, a 
large part of the personnel of which is com- 
posed of lawyers, agrees to indemnify the 
owner of a title against any loss which may 

be sustained through the subsequent develop- 
ment of a defect. A title insurance policy 
is the evidence of the title insurance. Its 
cost depends upon the value of the property 
and the degree of risk involved, as shown by 
the condition of the title. 

To Arrive Grain 

Grain to be shipped (not to arrive) from 
3 to 90 days after purchase according to con- 
tract, as distinguished from cash grain, and 
grain for future delivery. 

To Bearer 

See Pay to Bearer. 

Token Coins 
See Token Money. 

Token Money 
Fractional silver coins (50 cent, 25 cent 

and 10 cent pieces) and minor coins (5 cent 
and 1 cent pieces), which constitute the 
subsidiary coinage, as distinguished from 
standard money and paper money. The 
characteristics of token money are: 

1. Issued in small denominations. Token 
money is primarily a tool for “making 
change.” 

2. Made of baser metal than the standard 
coin—of silver, nickel and copper. This is 
necessary because a coin of small denomina- 
tion if made of gold would be too small for 
convenience in handling. 

3. Shortness in weight. Token coins do 
not have the intrinsic value called for by 
their nominal value. They are worth more 
as coins or purchasing power than as metal 
or bullion. The purpose of this provision 
is to prevent token coins from being melted, 
thus insuring their permanence in circula- 
tion. It also prevents them from being 
hoarded or exported because they are worth 
more as coin than as metal. Fractional 
silver coins suffer a reduction in weight by 
about 6 per cent. of the bullion value of the 
silver dollar. To illustraate, a silver dollar 

contains 371.25 grains of pure silver. Frac- 
tional silver coins contain only 345.6 grains 
of pure silver for two halves, four quarters, 
or ten dimes. 

4. Coinage on Government account only. 
It is evident that if coins are issued at a 
nominal value, which is about the cost of 
the metal contained in them, the issuer—the 
Government—makes a profit or seigniorage. 
This profit inures to the benefit of the 
Government and not to a private person. 
This is necessary because it is the duty of 
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the Government under certain restrictions to 
redeem these coins. 

5. Limit in amount coined. Token coins 
are minted to the amount which experience 
shows is necessary for the purpose of trade. 
The purpose of this restriction is to insure 
token coins from falling below par. If 
token coins were minted without limit, they 
would soon assume the same coin value as 
metal. 

6. Limited legal tender. The purpose 
of this provision is to prevent a debtor from 
making large payments in overvalued token 
money to a creditor. It is also intendeed to 
prevent token coins from displacing standard 
money and becoming itself a standard money. 
Fractional silver coins are legal tender up 
to $10; minor coins are legal tender up to 
25 cents. 

7. Redeemability. It is necessary for 
the Government to redeem token coins in 
order to keep them on a par with standard 
money, and thus protect types of business 
which derive their income in large numbers 
of small coins, e. g., street railway and 
telephone companies. Token money is re- 
deemable in lawful money when presented 
to the United States Treasury, or a Federal 
Reserve bank in sums of $20 or multiples 
thereof. 

Tolerance 
Allowance made for the deviation of gold 

coins or silver dollars from the specifications 
as to weight and fineness prescribed by 
statute. Tolerance is of two kinds: (1) for 
variation, or percentage of error, allowed to 
the mint, also known as “remedy,” or “rem- 
edy of the mint;” (2) for abrasion, or re- 
duction in weight through circulation, al- 
lowed without impairing full legal tender 
value. The tolerance allowed the mint is 
for error in fineness and error in gross 
weight. The tolerance for error in fineness 
is 1/1000, t. e., a coin may be .901 or .899 
fine and still be legal. The “General In- 
structions and Regulations” of the United 
States Mint, however, state that no bullion 
should be coined that varies beyond the limits 
of .8997 and .9003. 

The tolerance for error in gross weight on 
double eagles ($20), and eagles ($10), is 
one-half grain for individual pieces; on 
smaller denominations of gold coins, the 
tolerance on individual pieces is one-quarter 
grain; for silver dollar pieces, the tolerance 

is one and one-half grains. “In weighing a 
number of pieces together, the deviation 
from the standard weight shall not exceed 
one-hundredth of an ounce in five thousand 
dollars in double-eagles, eagles, half-eagles, 

or quarter eagles...” (Revised Statutes, 
SEC M3050.) 

For the tolerance allowed for abrasion 

through circulation see Light Coin, Light 
Gold. 

Toman 

See Foreign Moneys—Persia. 

Ton-Mile 

The unit of railway freight service, and 
of costs and revenue. This unit is repre- 
sented by the carriage of one ton of freight 
one mile. 

To Order 
See Pay to Order. 

Top 
A term having reference to the conclusion 

of a period of rising prices on a stock or 
produce market, 7. e., when the highest prices 
for the upward movement have been attained. 
It is usually the point or plateau at which 
general optimism, as demonstrated by public 
participation in the market is shown, and 
when professional operators distribute, 7. e., 
unload their holdings. The top of a market 
is reached in a period of great prosperity, 
but before the turning point in commodity 
prices. (See Business Cycle.) 

Topheavy 

A term to describe the condition of a single 
security, or the market, when prices have 
reached a level too high to be warranted by 
conditions, and which therefore may be ex- 
pected to react; the condition of a market 
when prices have advanced rapidly and a 
decline is in prospect. 

Top Price 
The highest price quoted for a stock or 

commodity, or the highest average price for 
the market as a whole, for a single day’s 
trading, for a movement, or entire specula- 
tive cycle. 

Torrens System of Land Title Regis- 

tration 

The popular designation, Torrens System, 
is taken from the name of its founder, Sir 
Robert Torrens, who as land commissioner 

and registrar-general, established the system 
in Australia in 1858. Under this system an 
owner of land may apply for a certificate of 
title to be issued by the registrar of the 
county. This certificate is similar to a ledger 
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page as commonly used in bookkeeping ac- 
counts. The original certificate constitutes 
one page in the title book in the registrar’s 
office, upon which all the facts with regard 
to the title of the particular piece of ground 
affected are entered, 7. ¢., description of the 
property, name of the owner in fee, and the 
mortgages and other liens or encumbrances 

standing against it. A duplicate of the 
original of this certificate or ledger page is 
given to the owner as his evidence of title. 

The certificate of title gives to the owner 

a declaration or statement of his title which 
is indefeasible and incontestable. In order 
to ascertain the condition of a title it is 
necessary only to scrutinize this ledger page 
certificate and whatever may be noted there 
may be finally and absolutely accepted as the 
condition of the title. No mortgage, judg- 
ment, lien, dower claim, ancient right of 
heirs, or any other claim can be set up or 
claimed unless it is noted upon this certifi- 
cate. By its policy of title insurance, a title 
company simply promises to defend a per- 
son’s title in case of a lawsuit. The Torrens 
system, however, is calculated to prevent 
lawsuits, 1. e., the law provides that no claim 
can be set up against the title or enforced in 
a court, unless the claim is stated upon the 
certificate. This advantage is accomplished 
because of the fact that the first certificate 
issued is founded upon a final judgment of 
the court and back of every certificate is the 
sovereignty of the state declaring the title to 
be absolutely indefeasible and incontestable. 
After the first registration no searching is 
required and the title cannot be questioned. 

The chief defects of the present system is 
that no purchaser of real estate can be cer- 
tain of his title until he has employed an at- 
torney to examine the title from the current 
date back to the original grant. This ex- 
amination is expensive and must be repeated 
with each sale, because no prospective pur- 
chaser will be content to buy without being 
assured of the title. 

The success of the plan in Australia caused 
it to spread rapidly to various English col- 
onies. England adopted a law in 1862, and 
in 1897 it was made compulsory in London. 
In 1865, the system was established in Ire- 
land. In Canada it is today practically uni- 
versal. 

In the United States registration laws have 
been established in 19 states as follows: Cali- 
fornia, 1897 (amended 1914); Colorado, 
1903; Georgia, 1917; Illinois, 1897; Massa- 
chusetts, 1898; Minnesota, 1901; Mississippi, 
1914; Nebraska, 1915; North Carolina, 1913; 
North Dakota, 1917; New York, 1908; 
Ohio, 1896 (constitution amended 1912) ; 

Oregon, 1901; South Carolina, 1916; South 
Dakota, 1917; Tennessee, 1917; Utah, 1917; 
Virginia, 1916; Washington, 1907. The sys- 
tem was adopted by the United States Gov- 
ernment for the Philippine Islands in 1902, 
and for Hawaii in 1903. 

The certificate system of land registration 
has not met with universal success in every 
state, but where it has failed it is because in- 
correct principles have been followed. The 
Massachusetts law is one of the most suc- 
cessful and has served as a model for that 
of the Philippine Islands, Hawaii, New 
York, Minnesota, and a few other states. 

Traction Securities 

Stocks and bonds of electric railway com- 
panies, whether surface, elevated, subway, 
or interurban railways, as distinguished from 
the securities of steam railroad companies. 
(See Street Railway Bonds.) 

Trade Acceptance 
A bill of exchange drawn by the seller 

(drawer) on the purchaser of goods sold and 

accepted by such purchaser (drawee). As de- 
fined by the Federal Reserve Board (Regula- 
tion P, Series of 1915), “a bill of exchange 
drawn to order, having a definite maturity 
and payable in dollars in the United States 
the obligation to pay which has been accepted 
by an acknowledgment, written or stamped, 
and signed across the face of the instrument 

by the company, firm, corporation, or person 
upon whom it is drawn; such agreement to 
be to the effect that the acceptor will pay at 
maturity, according to its tenor, such draft 

or bill without qualifying conditions.” 
In order to certify that a trade acceptance 

is eligible for rediscount, it “must bear on its 

face or be accompanied by evidence in form 
satisfactory to the Federal Reserve bank that 
it was drawn by the seller of the goods on 
the purchaser of such goods. Such evidence 
may consist of a certificate on or accompany- 
ing the acceptance, to the following effect: 
THES 2s OBLIGATION SOR Mier rae ates 
CEPTORVOPSTHIS |: BIELVARIS ES 0 Gian 
OF “THE PU RGHAS Ha Hew GOO Ths 
FROM THE DRAWER. Such certificate 
may be accepted by the Federal Reserve bank 
as sufficient evidence ; provided however, that 
the Federal Reserve bank, in its discretion, 

may inquire into the exact nature of the 
transaction underlying the acceptance.” 

Although widespread use of the trade ac- 
ceptance has been made in Europe for many 
years, it has only partially supplanted the 
use of the check in this country. One of the 
designs of the Federal Reserve Act was to 

SE a a ee ee a. 
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encourage the use of the acceptance in the 
United States. The purpose of the American 
Acceptance Council is to maintain an 
intensive campaign to foster the trade 
acceptance in American business. The 
movement is also approved by the Na- 
tional Association of Credit Men which 
says: “Trade acceptances present con- 
veniences and economies which should appeal 
to the encouragement and support of com- 

mercial credit grantors. The trade accept- 
ance system would eliminate certain serious 
evils which have developed with the increase 
of commercial credits on an open account 
system, and of which unearned discounts, 
the abuse of sales terms, and the assignment 

of accounts receivable are the more promi- 
nent.” 

The procedure in trade acceptance practice 
is as follows. The seller of merchandise 
upon making shipment forwards with the 
shipping documents an acceptance form (in 
reality a time draft—see illustration). This 
form is often sent in duplicate to enable the 
buyer to retain a copy for his files. If the 
goods are subject to cash discount, the buyer 
may avail himself of this opportunity by re- 
mitting immediately; otherwise the buyer is 
expected to sign the acceptance form which 
consists of writing his name across the face 
of the instrument, indicating the date, and 
designating the bank where it is payable. In 
the great majority of cases, an acceptance is 
payable at the drawee’s (acceptor’s) bank. 
It may be made payable at any bank or trust 
company in the United States. It is then re- 
turned to the drawer (seller). 

The negotiable instruments law now 
adopted in all the states provides than an in- 
strument payable at a bank is equivalent to 
an order to the bank to pay for the account 
of the principal debtor thereof. For this 
reason when a trade acceptance is made pay- 
able at the acceptor’s bank, it may be pre- 
sented for payment and collected through the 
Federal Reserve check collection system in 

the same manner as a check. 

There are many advantages accruing to 

both buyers and sellers in the use of the trade 

acceptance. The seller’s advantages are as 

follows: 

1. It completes the transaction by join- 
ing the evidence of the debt and means of 
payment with the shipment or invoice. 

2. It compels definite payment at matur- 

ity. The seller has the buyer’s negotiable 
guarantee that at a specified time and place 
the buyer will pay for the goods purchased 
from the seller . 

3. It makes definite calculations possible, 
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since sellers know in advance at what times 
their sales will become available as cash. 

4. It prevents tying up capital in open 
book accounts. 

5. It provides additional credit facilities. 
Trade acceptances can be discounted at 100 

per cent. of their face value, while accounts 
receivable cannot be discounted even under 
the most favorable conditions for more than 
50 per cent. Furthermore, there is no limit 

to the amount of acceptance paper which a 
bank may take from one customer, since the 
10 per cent. limitation (applying to National 
banks and state banks in many states) does 
not apply. 

6. It reduces 
petty annoyances. 

7. It avoids making the seller perform 
banking functions. 

8. It tends to prevent the cancellation of 
orders and the return of goods. 

9. It increases the liquidity of the seller’s 
assets. 

10. It permits a lower discount rate. Trade 
acceptances command a preferential rate of 
interest, since they afford double security to 
the lending bank. Recognition of the su- 
perior security in the trade acceptance is 

demonstrated by the fact that the Federal 
Reserve rate of rediscount for this class of 
paper is usually lower than for other com- 
mercial paper. 

11. It promotes economy through the 
lower rate of discount, and through the re- 
duction of the cost of extending credit, 
losses on bad accounts, etc. 

Many of the advantages to the seller also 
accrue to the buyer. In addition, the buyer 
benefits in the following ways: 

1. It strengthens his credit. In giving a 
trade acceptance the buyer proves his good 

faith by binding himself to pay an honest 
debt in full when it becomes due. He as- 
sumes no obligation until after the seller has 
surrendered title to the merchandise. In 

other words, it brings the transaction out 
into the open and places the buyer on a merit 

basis. 

2. It tends to develop careful buying. The 
purchaser will not overbuy when he realizes 
that the debt must be met at a definite ma- 
turity. 

3. Reduces expenses of handling open ac- 
counts. 

4. Acceptance buyers are 

sellers. 
The banker also benefits by the use of the 

trade acceptance in the following ways: 
1. It tends to better the character of the 

bank’s assets, since trade acceptances are 

collection expenses and 

preferred by 
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two-name paper and are readily rediscount- 

able. 
2. It promotes a keener sense of responsi- 

bility in business. 
3. It increases the amount of discounting 

business to be done. 
4. It increases the amount that can be 

loaned to one borrower. 
5. It makes possible a fuller utilization of 

commercial credit. 
6. It prevents the secret assignment of 

open book accounts. 

A trade acceptance must always represent 

a completed merchandise transaction and 
cannot be used as a means to enforce pay- 

Trade Barometers 

See Business Barometers. 

Trade Creditor 

A person, firm, or corporation to which a 
business is indebted for purchases on open 

account, or as evidenced by its notes payable. 

Trade Cycle 
Same as Business Cycle (q. v.). 

Trade Discount 

A deduction from the published list. price 
allowed to the trade, as distinguished from 
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ment of debts past due, or as an evidence of 
a loan,.7. e., they are to be based solely in 
connection with current merchandise transac- 
tions. Federal Reserve banks may redis- 
count trade acceptances, or purchase them in 
the open market provided they conform to 
the eligibility requirements. “The Federal 

Reserve bank shall take such steps as it 
deems necessary to satisfy itself as to the 
eligibility of the . .. trade acceptance of- 

fered for rediscount and may require a re- 

cent financial statement of one or more 
parties to the instrument. The trade accept- 
ance should be drawn so as to evidence the 
character of the underlying transaction, but 
if it is not so drawn, evidence of eligibility 
may consist of a stamp or certificate affixed 
by the acceptor or drawer in a form certi- 
ficate to the Federal Reserve bank.” (Fed- 

eral Reserve Board Regulations, Series of 
LUZU END): 

(See Acceptance, Bank Acceptance.) 

Trade Balance 

See Balance of Trade. 

cash discount. The purpose of trade dis- 
count is to permit manufacturers and mer- 
chants dealing in commodities with frequent 
and wide price fluctuations to adjust the fixed 
price list as published to current market 
quotations; thus, trade discounts offered de- 
pend upon current market conditions. 

Trade Dollar 

The trade dollar of 420 grains troy was 
authorized by the act of February 12, 1873. 
It was intended for circulation in oriental 
countries as a substitute for the Mexican 
dollar, which it slightly exceeded in weight; 
but by the terms of the authorizing act it 
was made legal tender in the United States 
in sums not exceeding $5. 

This legal-tender quality was withdrawn 
by the joint resolution approved July 22, 
1876, and the coinage was limited to such 
amount as the Secretary of the Treasury 
should consider sufficient to meet the export 
demand. The act of February 19, 1887, pro- 
vided for the retirement of trade dollars and 
their recoinage into standard silver dollars 
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or subsidiary silver. For six months after 
the passage of the act they could be ex- 
changed at the Treasury or any subtreasury, 
dollar for dollar, for standard silver dollars 
or subsidiary coin. 

The total number of trade dollars coined 
was 35,965,924. The number redeemed under 
the act of 1887 was 7,689,036, and from the 
bullion resulting from the melting of these 
dollars there were coined in subsidiary silver 
$2,668,674.30, and into standard silver dollars 
$5,078,472. Since the expiration of the 
period of redemption, trade dollars have been 
purchased as bullion when presented at the 
mints.* 

Trade Paper 
Notes, or trade acceptances given in ex- 

change for merchandise, rather than money. 

Same as Business Paper (q. v.). 

Trader 

A person who makes a business of specu- 
lating. Also a name given to a person who 
executes orders of others on the floor of an 
exchange, or otherwise. (See Operators.) 

Trade Readjustment 
See Business Cycle, Readjustment. 

Trade Reference 

The name of a business house, usually a 

creditor, but sometimes a debtor, given by 
another business house to a bank, business 
house, or mercantile agency, in order that 
its credit reputation may be investigated. 
No organizations are in a better position to 
know the character, ability and general 
standing of a given enterprise than its cred- 
itors. It is customary when a business house 
desires to open credit relations with another, 
that the latter request names of references 

for investigation purposes pending the al- 
lowance or rejection of the application. 

Traders’ Market 

See Trading Market. 

Trading Area 
See Trading Market. 

Trading Market 
A narrow, dull, inactive market in which 

prices “cover the same ground over and 
over ;” a market in which public participa- 
tion is negligible, transactions being largely 

* From Treasury Department Bulletin. 

confined to those of professional traders, and 
therefore sometimes called a professional 
market. A trading market is a preparatory, 
hesitating condition preceding an impending 
movement upward or downward. In a trad- 
ing market the range of stocks is kept within 
a few points and the trading area is a small 
range between the limits of which the move- 

ment of prices is confined. 

Trading Unit 
See New York Stock Exchange. 

Trading Value 
Among traders or speculators this term is 

used to refer to the price at which a pur- 
chase, whether a bond, stock, real estate, or 

commodity, must be sold in order to “get 
out even,” or, in the language of speculation, 
the price at which a purchase “stands” the 
owner, e. g., if a stock has been purchased 
at 90, it must be sold at that price to avoid 

taking a loss. The trading value at the time 
of actual purchase is equal to the cost, 

market and book values. 
Where trading operations are constantly 

engaged in, a record of trading values is ex- 

tremely important, because these values are 
the indicators of the profitableness of in- 
dividual transactions. To illustrate the use 
of trading value, suppose ten bonds having a 
par value of $1,000 each, are bought for 
$9,000. The trading value is 90 (100 equals 
par), that is, ten bonds would have to be 

sold at 90 in order to avoid taking a loss. 
If, however, five of these bonds should be 

sold for $5,000, the trading value for the re- 
maining five is 80 because they may be sold 
at that price without having to close out this 
particular block of bonds at a loss. Bond 

and stock traders sometimes apply the profit 
made in one group of securities to losses 
made in others. 

Transfer Agent 
See Stock Transfers. 

Transfer Book 

The stock transfer ledger in which changes 
of ownership in stock are recorded, 1. e., the 
transferor debited and the transferee cred- 
ited. 

Transferee 

See Stock Transfers. 

Transfer Office 

Office of the transfer agent. ( See Stock 
Transfers. ) 
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Transfer of Stock 

See Stock Transfers. 

Transferor 

See Stock Transfers. 

Transit Clerk 

A bank clerk who has charge of the col- 
lection of out-of-town Cash Items (q. v.). 

(See Collection Clerk.) 

Transit Department 
The department of a bank which collects 

checks and other items drawn on out-of-town 
banks. The principal media of collection 
are through the Federal Reserve Check Col- 
lection System (q. v.) and through other 

banks acting as collecting agents. 

Transit Fanfold Machine 

A special type of adding-typewriter used 
in the preparation of transit letters. (See 
Transit Letter.) 

Transit Item 

See Out-of-town Checks. 

Transit Letter 

A letter or deposit slip addressed to a Fed- 
eral Reserve bank, or other bank acting as 

collecting agent, containing a list of the en- 
closed out-of-town checks to be collected 
for, and the proceeds remitted to, the send- 
ing bank. A transit letter describes each 
listed check with the following details: (1) 
transit number of the drawee (paying) bank 
(if the transit number is not used, the name 
and location of the bank is written out) ; 
(2) name or transit number of the sending 
(owning) bank; (3) amount; (4) any 
special instructions, e. g., no protest, wire 
non-payment, deliver documents upon pay- 
ment only, etc. 

Transit Number 

See Numerical Transit System. 

Transit System 
See Numerical Transit System. 

Travelers’ Cheques 
International cheques, or more technically, 

a modified form of a traveler’s letter of 
credit, not drawn on any specified bank or 
banks, but payable at practically all banks 
throughout the world, and guaranteed by 
some well known institution. They furnish 
a convenient and safe currency for travelers 
and may be purchased at all principal banks 
for cash. They are issued in convenient de- 

nominations, in dollars—$10, $20, $50, and 
$100—, but are also available in foreign cur- 
rencies, chiefly sterling and francs. The 
signature of the payee (usually also the 
buyer) is written on the face of the check 
at the time of purchase. Space is reserved 
for the beneficiary’s counter-signature in the 
presence of the person agreeing to cash the 
cheque, for purposes of identification. The 
signature written in the presence of the pay- 
ing bank or other institution, must correspond 
with the signature written at the time of the 

purchase, agreement of the two signatures 
being regarded as sufficient identification for 
the payment of the money. For this reason, 
a traveler’s cheque should never be counter- 
signed by the payee, except in the presence 
of the person who agrees to accept it. These 
cheques are almost universally acceptable 
abroad, and the principal hotels, railroads, 
steamship lines and merchants accept them 
as freely as cash. 

Before the war, travelers’ cheques issued 

in dollars were payable at fixed rates of ex- 
change. Since the war, dollar travelers’ 
cheques are convertible into various foreign 
currencies at the prevailing buying rate of 
exchange for bankers’ cheques on New York 
on the date presented. Nowadays it is usual 
for American tourists to “shop around” 
among various institutions in order to obtain 
the best rate. When drawn in a foreign cur- 

rency, these cheques are payable at face 
value. 

Three types of travelers’ cheques can be 
purchased: American Bankers’ Association 
cheques, American Express Company 

cheques, and cheques issued by several of the 
larger banks. The commission for issuance 
is usually one-half of one per cent. 

Travelers’ cheques are both safe and con- 
venient, and if lost or stolen, no loss is likely 
to be incurred, due to the fact that no per- 
son other than the payee can cash them, since 
the counter-signature must be written in the 
presence of the person agreeing to accept 
them. In case of loss, however, owners of 
American Bankers’ Association cheques are 
requested to inform the nearest office of the 

William J. Burns International Detective 
Agency, Inc. Reimbursement of lost cheques 
will be made after a sufficient time has 
elapsed upon filing of a satisfactory bond of 
indemnity. Unused portions of travelers’ 
cheques are redeemable at face value by the 
issuing bank. When presented for redemp- 
tion they must be countersigned exactly as 
when cashed at any other place. 

Banks sometimes issue guaranteed travel- 
ers’ cheques, in which case the payee does 
not pay for them at the time of issue but 
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permits the bank to charge his account after 
they have returned from abroad and pre- 
sented to the payee’s bank for collection. 

The form and method of operation of a 

traveler's cheque is shown in the above 
illustration. 

Traveler’s Letter of Credit 

A letter issued by a domestic bank intro- 

ducing the bearer to its correspondents in a 
foreign country and instructing such cor- 
respondents to honor drafts, up to a speci- 
fied limit, drawn by the bearer, usually in the 
currency of that country. Travelers’ letters 
of credit are issued for the convenience of 
foreign travelers and answer the same pur- 
pose as travelers’ cheques. 

Travelers’ letters of credit are of two 

types, circular and specially advised, usually 
the former. A circular letter of credit en- 
ables the borrower to negotiate drafts at any 

one of a number of foreign correspondents 

which will pay against drafts so drawn to 
the borrower, thus enabling the borrower to 

obtain funds wherever he may be traveling. 

The following is a form of circular letter 
of credit: 

Circular Letter of Credit 

L828 tees ee ged as 

issued by 

BLANK BANK 

INGEN ORIEN vine coksoaadeannes LO ae 

Messrs. the Banks and Bankers 
(mentioned on the accompanying list 
of correspondents. ) 

OF BANKING 

mrp eroy manent + errr manners ters eer e 

Outside of the United States this cheque is payable at 
the current buying rate for bankers’ checks on New York 

Jt cn SJ AND FINANCE 

the) of person telled: ; 
on to Recep cheque 

SI aia ee lice A se aS i a 

TRAVELER'S CHEQUE 

Gentlemen : 

We beg to introduce to you and to 

recommend to your courtesies .............+ 

to whom kindly furnish funds in sums 

as desired up to an aggregate amount 

Dollars against demand drafts on Blank 

Bank, New York City. 
We engage that such drafts will meet 

with due honor at this bank if negotiated 
NOtAALEr etn aNo. eine eee en ee Le au ee 

and marked “drawn under Blank Bank's 

ettervore Greditn oc ae eine ” upon 

the condition that the amount of each 
draft negotiated by you shall have been 
inscribed on the second page of this 
letter, the draft signed in your presence 
and the signature carefully compared by 

you with holder’s signature appearing on 
the inside of the cover of the accom- 
panying list of correspondents duly cer- 
tified to by this bank. 

Kindly purchase drafts at the best 
rate at which you buy demand drafts on 
New York, deducting all your charges, 
if any, and please see to it that the pres- 

ent letter be cancelled and attached to- 
gether with the list of correspondents to 
the draft which exhausts the Credit. 

A specially advised letter of credit is de- 
signed for the benefit of a person who ex- 

pects to remain in one city in which the 
bearer is entitled to draw drafts only against 
a single designated foreign correspondent. 

Travelers’ letters of credit are usually paid 
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for in advance and any unused portions may 
be redeemed at the expiration of the credit. 
A commission is charged at the time of issue. 
Sometimes travelers’ letters of credit are 
issued without payment by the bearer in ad- 
vance; instead, arrangements are made with 

the issuing bank for charging the bearer’s 

account when drafts negotiated by the bearer 

with foreign correspondents are presented 

to the bank issuing the credit. 
Letters of credit may be issued in dollars, 

or a foreign currency, according to the 

wishes of the buyer. If issued in dollars, 
drafts drawn are converted into foreign cur- 

rency by the paying bank at the current rate 

of exchange. 
The purchaser of a circular letter of credit 

is entitled to the following papers from the 
issuing bank: (1) the letter of credit itself; 
(2) a booklet containing a complete list of 
correspondents which will pay against the 
letter of credit; (3) a travelers’ telegraphic 
code by which the holder may communicate 
in code with the issuing bank, or its affilia- 
tions, concerning its credit, or otherwise; 
(4) a book of identification containing a 
specimen signature of the bearer which, in 
effect, is a letter to correspondent and other 
banks mentioned in the booklet (above re- 
ferred to), and reads thus: 

“Dear irs; : 
We beg to introduce to you the bearer of 

our traveler’s circular letter of credit No. 
Dibvat medics , a specimen of whose signature 
will be found below.” 

Letters of credit are issued for a specified 
amount indicated on the face and are sub- 
ject to a certain expiration date, after which 
cheques drawn under the letter of credit will 

not be honored for payment by foreign cor- 

respondents. 
When the beneficiary of a letter of credit 

wishes to procure funds, he presents the 
letter of credit to a correspondent and draws 
a draft for the amount desired, being careful 
to reserve the affixing of his signature until 
it can be made in the presence of the paying 
officer. The signature on the draft must cor- 
respond with the signature of the beneficiary 
as it appears in the letter of identification. 
This agreement of signatures completes the 
process of identification and certifies to the 
foreign bank paying the draft that the bearer 
of the letter of credit is entitled to the funds. 
On the second page of the letter of credit, 
payments are indorsed by each correspondent 
bank which honors the bearer’s draft. The 
indorsement’ shows the date of payment, 
name of paying bank, and amount written in 

figures and words. The bank that pays the 
last amount due takes up the letter of credit 
and forwards it to the issuing bank along 
with the draft which it has paid. 

Treasurer of the United States 

See Treasury Department. 

Treasure Trove 

Money, plate, or bullion, found hidden in 
the earth, buildings, or other places, the 
owner of which is unknown. The title to 
treasure trove passes to the Government. 

Treasury Bills 
Short term notes issued by the British 

Government through the Bank of England, 
payable in three, six, or nine, but not more 
than twelve months from date, and forming 
part of the unfunded debt of that country. 
These bills were first introduced in England 
in 1877 as a means of providing funds for 
the Treasury. They do not bear interest, but 
like commercial bills, are offered at a dis- 
count from the face, which varies according 
to the term and current rate of interest. The 
rate of discount for these bills is regarded 
as representing the current open market for 
the highest class paper in England. These 
bills correspond to the “United States Certi- 
ficates of Indebtedness,” more popularly 
known as Treasury Certificates. 

Treasury Certificates 
See Certificates of Indebtedness. 

Treasury Department 
This department was established by an act 

of Congress on September 2, 1789. It is that 
branch of the Government which has charge 

of the national finances, collects its revenues, 
takes custody of its funds, and makes dis- 
bursements on warrants and drafts. The de- 
partment is under the general supervision of 
the Secretary of the Treasury (q. v.). Three 

assistant secretaries perform such duties as 
the secretary may presecribe. 

The Treasury department is divided into 
a number of bureaus each of which is ad- 
ministered by a separate Government official. 
The treasurer of the United States receives 
and disburses public moneys deposited with 
the treasury at Washington, with the various 
Federal Reserve banks, and National bank 

depositories. 
The Comptroller of the Currency (q. v.) 

has general supervision over the organization 
and examination of the National banks in 
the United States, Alaska, and Hawaii, and 
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of handling all details in connection with 
National bank notes. 
The United States registrar signs all bonds 

and notes issued by the Federal Government, 
and keeps records of the principal amounts 
and interest disbursements. 

The Bureau of Engraving and Printing 
(q. v.) designs and prints paper money, 
bonds, postage stamps, revenue stamps, etc. 

The Director of the Mint has charge of 
the various coinages of the United States, 
and the direction of the activities of the 
various mints. (See Mint.) The Secret 
Service Bureau is charged with the detection 
and arrest of counterfeiters. 

The Customs Bureau supervises the col- 

lection of customs duties on imports for the 
various customs districts at the different 
ports of entry. 

The Commissioner of Internal Revenue 
supervises the collection of the income taxes 
and all other internal revenues. 

The department also includes the public 
health service, the supervising architect of 
Federal buildings, and the coast guard. 

Treasury Notes of 1890 
Notes authorized by the act of July 14, 

1890, commonly called the Sherman Silver 
Purchase Act. The Secretary of the Treas- 
ury was directed to purchase each month 
4,500,000 ounces of fine silver at the market 
price and to pay for the same with Treasury 
notes redeemable on demand in coin and 
legal tender for all debts, public and private, 
except where otherwise expressly stipulated 
in the contract. It was provided in the act 
that when the notes should be redeemed or 
received for dues they might be reissued, 
but that no greater or less amount of such 
notes should be “outstanding at any time 
than the cost of the silver bullion and the 
standard silver dollars coined therefrom, 
then held in the Treasury, purchased by such 
notes.” 

The authority for the purchase of silver 
bullion under this act was repealed by the 
act of November 1, 1893, up to which date 
the Government had purchased 168,674,682.53 
fine ounces, at a cost of $155,931,002, for 
which Treasury Notes were issued. The 
amount of Treasury Notes redeemed in gold 
up to the close of the fiscal year 1915 was 
$110,712,364 and the amount redeemed in 
standard silver dollars was $84,556,867. 
Treasury notes redeemed in standard silver 

dollars are cancelled and retired in accord- 
ance with the requirements of the act of 
1890. Sections 5 and 8 of the act of March 
14, 1900, also provide for the cancellation 
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and retirement of Treasury notes to an 
amount equal to the coinage of standard 
silver dollars and subsidiary silver from the 
bullion purchased with such notes. The 

cancellation of notes on account of coinage 

since March 14, 1900, was $69,120,135, so 
that there remained outstanding June 30, 
1915, but $2,254,000. Since these notes are 
retired as fast as received by the Treasury 
Department and supplanted by silver certi- 

ficates supported by silver coin previously 
purchased with the Treasury Notes, for all 
practical purposes they may be disregarded. 

These notes are legal tender for all debts, 

public and private, except where otherwise 
expressly stipulated in the contract. They 
are redeemable in United States gold coin 
or in, standard silver dollars at the option of 
the holder by the U. S. Treasurer. 

Treasury Savings Certificates 
A form of investment certificate issued by 

the United States Government Savings Sys- 
tem. These certificates are intended for in- 
vestment by the small investor who demands 
the utmost in safety (equivalent to a Govern- 
ment bond), ability to redeem his investment 
on demand without loss of principal, and a 

rate of interest as high or higher than that 
given by a savings bank. Under this plan 
amounts not less than $20 nor more than 
$4,000 in a given year can be invested in the 

name of any person, firm, corporation, or as- 

sociation. The term of these certificates is 
five years, and if a sum remains invested for 
this length of time it increases 25 per cent., 
or at the rate of about 4% per cent. on the 

purchase price. If held to maturity, the in- 
terest is compounded semi-annually and al- 
lowed to accumulate and to be paid in a lump 
sum with the principal at maturity. If re- 

deemed before maturity, accumulated interest 
at about 3% per cent., compounded semi- 
annually is paid. They cannot be called for 
redemption by the Government before the 
end of the five-year period. They are se- 
cured by the faith of the United States and 
are exempt from all state, county and local 
taxes (except estate and inheritance taxes), 
and from the normal Federal income tax. 
These certificates are registered automatic- 
ally in the name of the owner which furnishes 
adequate protection against loss. Applica- 
tions for investment may be made through 
post offices or banks. 

Treasury Statement 
A weekly statement issued by the United 

States Treasury Department showing weekly 
expenditures, and expenditures for the month 
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THE TREASURY STATEMENT 

Revenue receipts and expenditures as at close of business May 18, 1922. 

This Month. 

Giistomsyicee 5 cals hose ioe chet tees $20,936,802.34 
Internal revenue: 

Income ana pronits, taxcy ies ee 14,914,975.02 
Miscellanedis fo 40 ee. sere eee 44,528,769.85 

Miscellaneous revenue ............. 74,321,015.09 
Ranama Canal slolls, accuse. 2 ester 461,942.74 

otale ordinary sents aerate $155,163,505.04 

Excess of ordinary receipts over ord. 
CISHUTSEMENTS Ne oe hes wee ein 13,976,880.51 

Excess of ord. disbursements over 
OLGsTECEIPts To, Ye sia phat alel eeu eta vis mae a ee eats 

Expenditures... sd owe alee eee $141,186,624.53 

* Receipts and disbursements for June reaching 

Corresponding *Fiscal Year 
Month 1921. 1922 Fiscal Year 1921. 

$15,753,356,37 $302,940,148.56 $274,089,982.17 

22,922,393.68  1,759,911,857.00 2,611,785,170.90 
73,593,118.74  1,048,842,439.65  1,253,543,329.50 
40,988,655.48 463,072,556.01 654,499,254.19 

547,198.26 10,189,082.75 11,076,395.67 

$153,784,722.53 $3,584,956,083.97 $4,804,994,132.43 

Corresponding 

85,485,471.39 

623,893,301.03 287,860,752.28 

$239,270,193.92 $2,961,062,782.94 $4,517,133,380.15 

Treasury in July included. 

THe TREASURY STATEMENT 

to date, with comparisons for the correspond- 
ing periods in the previous year. 

Treasury Stock 
A corporation’s own stock which has been 

issued and reacquired by purchase, donation, 
or otherwise. Such stock is an asset, but has 
no voting power or right to draw dividends. 
In financial statements, it may appear on the 
asset side, but is preferably shown as a de- 
duction from stock issued and outstanding. 

The term is sometimes, but improperly, 
used synonymously with Unissued Stock 

(q. v.). It differs from the latter because it 
has previously been issued, is fully paid, and 
may be sold at less than par. 

Trial of the Pyx 
An annual ceremony required by the 

British coinage laws for the purpose of test- 
ing the weight and fineness of gold and silver 
coins to see that the coinage laws are being 
complied with. The pyx is a box in which 
specimen coins made at the mint are pre- 
served. The test is conducted by a jury 
consisting of the Goldsmiths’ Company, sum- 

moned by the Lord Chancellor. When coin- 

age was done by contract, the trial, held at 
irregular intervals, had some importance, 
since the contractors were not entitled to full 
payment until after such trial. Since coin- 
age has been conducted by the Government 
mint, the trial of the pyx is largely a per- 
functory ceremony. 

In the United States, this term refers to 

the test of the fineness and weight of coins 
manufactured at each new minting to de- 
termine whether or not the variation is in 
excess of the limits of error permitted by 
law. (See Remedy, Tolerance.) 

Triangular Exchange 
See Arbitrage. 

Troy Weight 
A system of weights used by the mint, 

jewelers and apothecaries. The apothecaries’ 
table of weights is as follows 

20 grains—=I1 scruple 
3 scruples=1 dram 

8 drams=1 ounce 
12 ounces=1 pound. 

The mint and jewelers’ table of weights is 
as follows: 

24 grains=1 pennyweight 
20 pennyweights—=1 ounce 
12 ounces=1 pound. 

The grain is the same weight in both 
tables, there being 5,760 grains to the troy 
pound. 

True Discount 

See Discount. 

Trust 

This term has two meanings: 

(1). A popular name for a business com- 
bination controlling a large number of plants 
or stores; a combination of business enter- 

prises for the purpose of eliminating com- 
petition and securing greater economies of 
production and distribution. 

(2) As defined by Webster, a trust is 
“something committed to a person’s care for 
use or management, and for which an ac- 
count must be rendered.” As defined by 
Blackstone, a trust is “an estate devised or 

granted in confidence that the devisee or 
grantee shall convey it, or dispose of the 
profits, at the will of or for the benefit of 

———= 

: 
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another; an estate held for the use of an- 
other.” (See Trust Company, Trusts.) 

Trust Company 
As defined by the New York banking law 

a “corporation organized for the purpose of 
taking, accepting and executing such trusts 

as may be lawfully committed to it, acting 
as trustee in the cases prescribed by law, re- 
ceiving deposits of money and other personal 
property, and issuing its obligations therefor, 

and lending money on real and personal se- 
curities.” 

“Technically speaking, a trust company is 
a corporation organized for the purpose of 
accepting and executing trusts, acting as 
trustee under wills, bond issues, registrar of 
bonds and stocks, executor or administrator 

of estates, etc., although by law and prac- 
tice trust companies may do a general bank- 
ing business, but do not issue currency.”* 

“Banking in a more or less limited form, 
execution of corporate trusts, execution of 
individual trusts, care of securities and valu- 
ables. In addition, other functions are some- 
times exercised, such as life, title, and fidelity 
insurance, and the business of becoming 
surety. The earlier companies in the United 
States were chartered to manage individual 
estates only and to act in certain fiduciary 
capacities; the recent development of the 
trust company has been in the direction of 
banking functions and corporate trust busi- 
ness.” + 

In speaking of the diversity of trust com- 
panies’ functions, Mr. Clay Herrickt says 
that the term “is applied to corporations 
whose functions vary greatly. Some are 
simply banks of deposit and discount ; many 
are savings banks; some are safe-deposit 

companies; some are title-insurance or 

fidelity insurance companies; some serve 
chiefly as fiscal agents for corporations, and 
as registrars, transfer agents, intermediaries 
in reorganizations, promoters, etc.; some de- 
vote themselves to the care of estates and to 
services as executors, administrators, guard- 
ians, trustees, etc. Most companies combine 
two or more of these classes of functions, 
while a few undertake nearly all of them. 
In early years the life insurance and trust 
businesses were intimately associated.” 

Originally, trust companies were created 
to act as incorporated trustees. In acting in 
various trust capacities, administration of 
estates, custodianship of funds, trusteeship 

ews H. Kniffin: The Practical Work of a Bank, 
p. : 

¢ Kirkbride, Sterrett & Willis: The Modern 
Trust Company, p. 7. 

t Trust Companies, p. 1. 
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under mortgage indentures, etc., they natur- 
ally came into possession of large sums of 
money and securities, and accordingly it be- 
came necessary to extend their functions be- 
yond those of a merely fiduciary character. 
Insofar as cash was handled, banking opera- 
tions became necessary and the handling of 
securities made necessary the development of 
investment and safe deposit departments. For 
these reasons, a modern trust company’s 
operations are not much different from those 
of a large bank. Recent legislation has tended 
to eliminate the difference between trust 
companies and banks and in most states trust 
companies are now permitted by law to per- 
form all the functions of a bank, in addition 

to trust functions. The organization of a 
large trust company comprehends a trust de- 
partment, banking department, safe deposit 
department, investment department, and title 

insurance department. 
The trust functions of a trust company 

are divided into two broad classes, individual 
trusts and corporate trusts. Individual 
trusts consist of acting in the following ca- 
pacities: executor, administrator, trustee, 

guardian, conservator, custodian, committee 
in lunacy, etc. Corporate trusts consist of 

acting in the following capacities: fiscal 
agent, (e. g., paying agent for interest 

coupons and dividends), registrar of stock, 
transfer agent, trustee under a deed of trust, 

depositary for bondholders protective com- 
mittee, reorganizer, receiver, etc. 

Trust companies lay claim to the following 
advantages over an individual trustee: 

(1) Perpetual existence. The trust com- 
pany is permanent while the individual 
trustee may resign, die, or become inca- 
pacitated. 

(2) Superior responsibility. The trust 

company is required to keep its trust funds 
separate from its banking assets. The trust 
department is subject to examination by the 
State Banking Department and in case of 
failure, trust funds are held intact for the 
beneficiaries and cannot be levied upon by 
the company’s general creditors. In many 
states, moreover, a trust company must make 

a deposit of securities with the State Bank- 
ing Department as a guarantee of faithful 
discharge of its duties. 

(3) Permanent location. The trust com- 
pany has an established place of doing busi- 
ness; it does not move away and is ac- 
cessible every business day. 

(4) Superior facilities. A trust company 
can employ experts on investments and by 
maintaining a highly specialized accounting 
system, safe deposit and banking depart- 
ments, it can furnish better facilities. 
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(5) Greater economy. <A trust company 

is not required to give bond, which is a 

saving to the estate. Being an authority 

upon investments, the presumption is that 

better protection against unnecessary losses 

and a more certain income can be secured 

in the investment of trust funds. Usually no 

charge is made for drawing or lodging wills. 

By making a specialty of the business the 
trust company can better protect the in- 
terests of the estate. 
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Trust Deed 

See Deed of Trust. 

Trust Department 
The department of a National or state 

bank which engages in trust work. Section 

11 (k) of the Federal Reserve Act gives 
National banks authority to conduct a trust 
department with permission of the Federal 
Reserve Board which has power “to grant 
by special permit to National banks applying 

therefore, when not in contravention of state 
or local law, the right to act as trustee, 

executor, administrator, registrar of stocks 
and bonds, guardian of estates, assignee, re- 

ceiver, committee of estates of lunatics, or 

in any other fiduciary capacity in which state 
banks, trust companies, or other corporations 
which come into competition with National 
banks are permitted to act under the laws 

of the state in which the National bank is 
located.” 

In most states, state banks are also per- 
mitted to organize trust departments. In all 
cases, a trust department of a bank must 
keep its trust records and assets segregated 

from its banking records and assets. The 
bookkeeping must be regarded as distinct. If 
trust funds are deposited in the banking de- 
partment they must be secured by a deposit 
of United States bonds or other approved 
securities. Securities and assets belonging 
to each separate trust must, moreover, be 
kept separate from one another. Trust em- 

ployees are required to furnish bond for the 
faithful performance of their duties. 

Trust Deposits 
Deposits which are made by one person as 

trustee for another person. 

Trustee 

A person or corporation to whom a trust 
is committed. Federal and state laws permit 
a trust company or trust department of a 

bank to accept and execute any trust which 
is lawful for an individual. 

Trust Estate 

An estate the equitable title to which be- 
longs to one person, but the possession and 
management of which is intrusted to another 

person or corporation as trustee. The in- 
come of such an estate belongs to the equit- 
able owner, 7. e., the beneficiary, or Cestui 
Que Trust (q. v.). 

Trust Fund Investments 

See Legal Investments for Trust Funds. 

Trust Funds 

Funds which have been placed in the cus- 
tody of an individual or corporate trustee in 
accordance with a trust agreement, trust 
deed, or will, or in the absence of specific 
instructions, according to the law of the 
state. Investment of trust funds is usually 
restricted to securities approved by the 
states. (See Legal Investments for Trust 

Funds, Trusts.) 
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Trust Investments 

See Legal Investments for Trust Funds. 

Trust Officer 

The manager of a trust department in a 
bank or trust company, that is, the official 
in charge of the trust business. He is em- 
powered to sign instruments, including 
checks, and to commit the institution, but 
only in connection with the trust business. 

Trustor 

One who creates a trust. (See Trusts.) 

Trust Receipt 
A contract or trust agreement between a 

bank and its debtor-borrower which is tem- 
porarily substituted for other collateral se- 
curing an advance. The object of the trust 
receipt is two-fold: (1) to evidence the 
delivery of certain property to the debtor- 
borrower by the lending bank, and (2) to 
obtain acknowledgment of the legal title to 
such property by the lending bank. 

The trust receipt may be used in the fol- 
lowing types of credit transactions: (1) in 
substitution of collateral, e. g., securities, 
notes and acceptances, receivables, or mer- 

chandise, on which the bank has made ad- 
vances, (2)in exchange for documents rep- 
resenting title to goods in storage or transit, 
e. g., warehouse receipts, bill of ladings 
(ocean or rail), or cotton tickets, and (3) 
in exchange for documents covering import 
shipments, whether the merchandise is to be 
sold, warehoused, processed or manufactured. 

The trust receipt is used principally in 
connection with import transactions in which 
the importer’s bank holds the bill of lading 
and draft drawn against the shipment. The 
importer needs the bill of lading in order to 
obtain possession of the merchandise at the 
steamship terminal, but if the bill of lading 
is released by the bank, the latter surrenders 
its security for the advance. The terms of 
credit have probably been arranged, however, 
so that the draft will not be due until after 
the importer has had an opportunity to 
liquidate the merchandise. The purpose of 
the trust receipt is to bridge the gap between 
the release of the bill of lading by the bank 
and the maturity of the draft; at the same 
time placing the legal title of the goods 
until (such time as the draft is paid) in the 
name of the lending bank. 

The legal status of the trust receipt has 
not been finally adjudicated. It has been 
variously held to be a conditional sale, 
chattel mortgage, and a secret lien. Courts 
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have generally upheld the trust receipt ex- 
cept where banks have endeavored to press 
their claims against third parties. In order 
to maintain rights against these parties it is 
necessary for banks to record the trust re- 
ceipt in all states except where the instru- 
ment is regarded as a chattel mortgage. 

Trust receipts are not viewed as good col- 
lateral and it is the disposition of banks not 
to take trust receipts from their customers 
unless their credit standing is sufficiently 
meritorious as to warrant an unsecured ad- 
vance of like amount. Trust receipts are 
not considered as collateral by the Federal 
Reserve Board unless the goods covered 
therein are earmarked and can be identified 

at all times; are to be replaced by warehouse 
receipts; or an actual sale of the goods has 
been completed (in which case the receipt 
becomes collateral only for a reasonable 
time. ) ' 

The following is a typical form of trust 
receipt : 

TO tHe eeeete aie Bank. 

We acknowledge the receipt from you of 
the following merchandise, your property, 
specified in the bill of lading per ........0.... " 
datedyes ance , which bill of. lading has 
been delivered by you to’ us without waiver 
of your ownership of the goods therein de- 
scribed. Said goods are marked and num- 
bered as follows: (Here follows description 
of merchandise). 

It is understood that said goods are (1) 

consigned to us by you for sale on your ac- 
count, and in consideration thereof, we 
hereby agree to hold said goods in trust for 
you, and as your property, with liberty to 
sell same for your account, or to manufac- 
ture and re-manufacture’ the same without 
cost or expense to you; and we (2) further 
agree to keep said goods and the manufac- 
tured product and also the proceeds thereof, 
whether in the form of money, or bills re- 
ceivable, or account, separate and capable of 
identification as your property, and (3) in 
case of sale to deliver, as soon as received, 
the full net proceeds thereof direct to you to. 
SDD yeast ce et a en re Oe a ee 
on our account under the terms of letter of 
CLECICININ Oy ticeecsvtire issued for our account, 
and for the payment of any other indebted- 
ness of ours to you, whether due or to be- 
come due. 
You may at any time cancel this trust and 

take possession of said goods or of the pro- 
ceeds of such as may then have been sold, 
wherever the said goods or proceeds may 
then be found, and in the event of any sus- 
pension, insolvency or bankruptcy on our 
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part, or of the non-fulfillment of any obliga- 
tion made or assumed by us under said 
credit, or under any other credit issued by 
you on our account, or of the non-payment 
of any indebtedness on our part to you, all 
obligations, acceptances, indebtedness, and 
liabilities, whether due or to become due 
shall thereupon at your. option mature and 
be due and payable. We further agree to 
keep said property insured against fire, pay- 
able in case of loss to you, without cost or 
charge to you, hereby waiving any lien, which 
we might otherwise have on said property 
for insurance duties or charges paid by us. 
Any insurance money received for any loss 

shall be subject to the trust herein contained 
in the same manner as the goods themselves. 

SOT e meee ee ee eee sees eeeeeeeeenes 

Importer. 

For a full treatment of the trust receipt 
‘see Federal Reserve Bulletin, issue of Janu- 
ary, 1922, page 32. 

‘Trusts 

From early times trusts have had for their 
purpose the preservation of property in order 
that favored individuals or institutions might 
benefit as a recipient of the income from the 
principal of the trust, or come into the pos- 
session of the principal itself. In the estab- 
lishment of a trust, there are customarily 
three principal parties involved: (1) trustor, 
who is also known as the grantor or donor, 

the party creating the trust, (2) beneficiary, 
or one for whose benefit the fund is estab- 
lished, and (3) trustee, who is charged with 
the management and_ preservation of the 
property which constitutes the trust estate. 

Classified by origin, trusts may be created 
by a declaration or deed of trust, or by will. 
The former popularly known as living trusts, 
personal trusts, or voluntary trusts, may take 
effect immediately upon the execution of the 
instrument. Unless the trustor expressly re- 

serves the right to modify or revoke such a 
trust becomes irrevocable even by the trustor 
himself; except that in New York state the 
trust may be revoked with the consent of all 
parties beneficially interested. A living trust 
may be created for the benefit of the trustor 
himself or for other persons, and the trustor 
may make himself a sole trustee or jointly 
with others for the benefit of a third party. 
The terms of a testamentary trust, i. e., one 
created by will cannot be altered after the 
death of the testator. 

Various circumstances’ have operated to 
increase public interest in trusts, and in the 
creation of trust estates. Ambitious per- 
‘sons desire to create a competence for them- 

selves in old age and to insure the education 
and support of their children during the 
period of their infancy. But if this is left 
in their own hands it is subject to the con- 
stant temptation of being dissipated. On the 
other hand, if it is given outright to relatives, 
the property may be squandered, or the bene- 
ficiary may be the victim of unscrupulous 
persons or other well intentioned but inex- 
perienced advisers. Consequently, trusts 
have been placed in the hands of trusted, ex- 
perienced, and conscientious persons or cor- 
porations (banks and trust companies) with 
the end of administering the property and its 
income in accordance with the desire of the 
testator or trustor, as expressed in the will 
or deed of trust. 
Among the various provisions incorporated 

in the trust instrument as affecting the bene- 
ficiaries are the following: (1) trusts in 

which, the income is to be periodically paid 
over to the trustor himself, or to the wife, 
child, parent, or friend of the trustor, or to 
a charitable or other institution; (2) trusts 
in which the income is to be accumulated for 
a minor until he or she arrives at the age of 

majority; (3) trusts in which the principal 
is to be paid over to one beneficiary at a 
certain age (the remainderman), the income 
in the meanwhile being paid to another or 
the same beneficiary (the life-tenant); (4) 
trusts in which the principal is to be paid to 
the beneficiary upon marriage as a marriage 
settlement. 

Because of the nature and responsibility 
of the relationship brought into existence by 
the establishment of a trust the law has sur- 
rounded the administration of trust funds 
with numerous safeguards for the protection 
of all concerned. Among these safeguards 
are the following: (1) the trustee must keep 

accurate accounts of the funds held, invested, 
and distributed, and trust funds must be kept 
entirely segregated from individual or cor- 
porate assets; (2) the trustee must comply 
with the wishes of the trustor in carrying 
out the terms of the trust; (3) the trustee 
is not permitted to take advantage of his 

position to profit at the disadvantage of the 
beneficiaries; (4) unless the character of 
the investments has been prescribed by the 
trustor, then the trustee is bound to confine 

himself to the class of investments permitted 
by the law of the state as being legal for 
trust funds. 
Although the law places safeguards around 

trust funds, it has also prevented the locking 
up of such funds beyond a reasonable length 
of time. To circumvent this tendency which 
arises from the natural desire to retain in 
the family the property which it has ac- 
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quired, two rules have been written into the 
trust laws of most states, e. g., New York. 
One of these is the rule against perpetuities 
which makes a gift void if the vesting of 
title is postponed beyond two lives in being 
and the minority of a third life. The other 
law is that no funds may be placed in trust 
for the accumulation of income except during 
the period of legal infancy of a minor bene- 
ficiary. This law has for its object the 
avoidance of concentration of wealth in one 
family and to insure the re-entry of the trust 
funds into the normal channels of business. 

The compensation of the trustee is usually 
agreed upon between the trustor and trustee ; 
if not, the fee is determined by the court. 
(See Deed of Trust, Legal Investments for 
Trust Funds, Will.) 

Turn 
A completed speculative transaction in- 

volving a purchase and sale. (See Round 

Turn.) 

Turn in the Market 

A change in or reversal of the price tend- 

ency; the beginning of a major swing up- 

ward after prices have declined or remained 

on a low plateau over a long period, or the 

beginning of a major swing downward after 

a period of rising prices, or a high plateau. 

Turnover 

A general term used somewhat loosely to 

indicate the amount of, or rapidity of sales, 
as compared with another factor. Properly, 
the term should be used to indicate the num- 

ber of times and rapidity with which in- 

vested capital, merchandise, or accounts are 
“turned over” or “moved” in a given period. 
It is therefore a ratio determined by dividing 
the amount of annual sales by the average 
invested capital, merchandise, or receivables, 

etc. For example, if the annual sales are 
$5,000,000 and the invested capital $4,000,- 
000, the capital turnover is 1.25 times. (See 
Account Turnover, Credit Barometrics, Mer- 
chandise Turnover. ) 

Turn the Corner 

A term used in business forecasting and 

securities literature to denote the reversal in 

the trend of affairs of an individual com- 

pany, of a group of securities, or of busi- 

ness in general. The turn may be upward 

after a prolonged period of depression, or 

downward after a period of prosperity. 
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Twenty Per Cent. Rule 
A term applied to the practice of many 

banks requiring borrowing customers to 

maintain average deposit balances equal to 

about 20 per cent. of such borrowings. A 

survey conducted in 1920 by the Division of 

Analysis and Research of the Federal Re- 

serve Board showed that while the practice 

of requiring a certain proportion between 

balances and borrowings was common among 
banks, the proportion was not uniformly 20 
per cent., but ranged from 10 to 25 per cent. 
The greatest force of the application of this 
rule is felt in New York City. 

The chief reasons for requiring a 20 per 
cent or other proportion of balances to bor- 
rowings are: (1) borrowers should maintain 

adequate cash working balances sufficient to 
insure a safe liquid position, thereby protect- 
ing both the borrower and lending bank; (2) 
the right to credit must be earned and since 
a bank could not lend freely unless certain 
proportions were kept on deposit, they pre- 
ferred to select customers as borrowers who: 
earned the right to a credit force by keep- 
ing adequate balances; (3) commercial! 
banks, morally, though not legally, become 
bound to insure the borrowing customers” 
credit line, provided no change in financial 
status occurs. The insistence on keeping 
balances in proportion to loans may be re- 
garded as a premium to insure a credit force 
equal to the line granted; (4) bank operat- 
ing costs are considerably increased as the 
result of the exercise of its loan and credit 
functions. This increased cost is passed on. 
to borrowing customers.* 

Two-Cent Piece 

See Bronze Coins. 

Two-Dollar Brokers 

A class of members of the New York 

Stock Exchange who do not conduct com- 

mission houses, or trade on their own ac- 

count, but execute orders for other brokers 
at the rate of $2.00 per 100 shares. Many 

stock exchange members maintaining com- 

mission houses with branches have so many 

accounts and consequently orders, that they 

cannot execute them all and still provide 

adequate servcie for their customers. This. 

is especially true when the market is active, 

and at the opening each day when numerous 
-—_-_-—-_4 

* See the author’s article entitled ‘““‘The Twenty 
Per Cent. Rule, or Why Banks Keep a Part of the 
Money They Loan.’ (The Bankers Magazine, 
January, 1922.) 
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orders have accumulated over night. There 
are about two hundred and fifty two-dollar 

brokers on the New York Stock Exchange 
engaged in executing orders for other mem- 

bers. This reduced commission is possible 
since the two-dollar broker does not maintain 
a commission house and has no overhead 
costs. It represents net profit, while the 
commission of a broker maintaining an es- 
tablishment is subject to operating charges. 

Two-Name Paper 
Notes, bills of exchange, trade and bank- 

ers’ acceptances, with two signatures, each 
representing separate interests, responsible 
for payment. Trade and bankers’ accept- 
ances are, automatically at least two-name 
paper, since both the drawer and acceptor 
are liable to the discounting bank. Two- 
name paper is also known as double-name 
paper. (See Single-Name Paper.) 



Unassented Securities 

Stocks or bonds, the status, 7. e., the rights 
in or conditions of which, a corporation de- 
sires to change, but to which changes the 
owners have not agreed. 

Uncalled Capital 
See Call. 

Unclaimed Balances 
Bank balances which have remained dor- 

mant without deposits or withdrawals over 
a long period of time. In New York state, 
savings bank balances which “have not been 
increased or diminished by deposits or with- 
drawals, exclusive of dividend credits” for 
twenty years are deemed to be dormant. 

There is nothing in the National Bank Act 
or Federal Reserve Act that specifically 
designates what disposition shall be made of 
unclaimed deposits. It is generally under- 
stood, however, that these balances remain 

a liability of the bank until they are paid, in 
the meantime being carried to an inactive 
ledger or suspense account. If a National 
bank dissolves, unclaimed deposits are trans- 
ferred into the custody of the Comptroller 
of the Currency. 

In other words, National banks are re- 
quired to carry all deposits on their books as 
deposits until such time as they have been 
withdrawn, regardless of the length of time 
that may have elapsed since the last with- 
drawal. The Supreme Court of the United 
States on June 4, 1923, in the case of The 
First National Bank of San Jose vs. State of 

California, held that a state could not dis- 
solve contracts of deposit even after twenty 
years, and that it could not require National 
banks to pay to it the amounts then due. 

If a National bank should be thrown into 
the hands of a receiver, all moneys collected 
by the receiver are paid into the Treasury of 
the United States, and dividends to de- 
positors are drawn on the balance in the 
Treasury to the credit of the insolvent bank, 
any amount unclaimed remaining in the 
Treasury. 

The banking laws of most states, however, 

have clearly established the procedure in 
handling unclaimed balances, whether held 
by a state bank, private bank, savings bank, 

or trust company. In New York state, all 

state banks must report to the superintend- 

ent of banks once a year all unclaimed de- 
posits in excess of $50, such report to set 
forth the name and last known address of 

the depositor, and the amount. Balances 
which have been dormant for five years are 
deemed to be unclaimed, and the bank is re- 

quired to advertise the list of balances in a 
newspaper designated by the superintendent 
once a week for two consecutive weeks each 
year. 

Unclaimed Deposits 
See Unclaimed Balances. 

Uncollected Items 
An account which appears among the 

assets in the weekly statement of the Federal 
Reserve System, to represent the amount of 
items in process of collection, but not yet 
collected, for member banks. It is offset by 
the account entitled, Deferred Availability 
Items (q. v.). 

Unconfirmed Credit 
See Letters of Credit. 

Uncovered Paper Money 
Irredeemable paper money; paper money 

not supported, or only partially supported by 
a specie reserve. 

Underlying Bonds 
Prior lien bonds; senior bonds; bonds se- 

cured by a mortgage lying closer to the 
ground than other issues secured by inferior 
liens on the same property; bonds secured 
by a first mortgage, or at least by a mort- 
gage having priority over other mortgages 
on the same property. The term is an 
antonym of overlying or junior bonds. (See 
Underlying Mortgage. ) 

Underlying Lien 
A lien, 7 e., a right to retain property 

given as security until the claim against it 
has been paid, e. g., a mortgage which under- 
lies or is prior to others. A first mortgage 
is an underlying lien, but a second mortgage 

is also an underlying lien when there is a 
third. Any lien is an underlying lien except 
the last. The use of this term presumes that 
overlying or junior liens exist. 
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Underlying Mortgage 
A mortgage constituting a prior lien over 

other mortgages on the same _ property. 

Although usually understood to be a first 
mortgage, an underlying mortgage is any 

mortgage that takes precedence over another 
mortgage on the same property ; thus, a first 

mortgage is an underlying mortgage when 

there are two; first and second mortgages 
are underlying mortgages when there are 
three; and first, second and third mortgages 
are underlying mortgages when there are 

four, etc. 

Underlying Syndicate 
See Syndicate. 

Under the Rule 

Whenever a member of the stock exchange 
becomes insolvent, or is unable to make good 
deliveries, his outstanding contracts to buy 
and sell are sold for his account by the chair- 
man of the stock exchange. The method by 
which contracts are placed “under the rule” 
is covered in detail in article 28 of the Con- 
stitution of the New York Stock Exchange. 
Similar practices obtain in the other stock 

exchanges. 

Undertone 

An expression used to indicate the funda- 
mental underlying tendency of market prices 
neglecting hour to hour fluctuations; thus, 
the undertone of a day’s market may be 
weak, steady, or strong. 

Underwriter 

This term has two meanings: 
(1) An insurer; a person or company 

which, for a compensation, undertakes any 
kind of insurance contract. (See Insurance. ) 

(2) A person or company which under- 
writes an issue of securities. (See Syndicate, 
Underwriting. ) 

Underwriting 
The act or process of guaranteeing the 

sale of an issue of securities by purchase at 
a stated price from the issuing corporation 
or governmentality by an underwriting syn- 
dicate. It devolves upon the underwriters to 

dispose of the securities to the investing pub- 
lic at a price sufficiently attractive to insure 
their sale, and yet yield the underwriter a 
profit. 

For a discussion of the various sales out- 
lets for bonds, see Jnvestment Market. (See 

Syndicate. ) 
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Underwriting Agreement 
See Syndicate. 

Underwriting Syndicate 
See Syndicate. 

Undesignated Cities 
Cities not designated by the Federal Re- 

serve Board as “central reserve” or “reserve” 

cities. They include, therefore, all but about 
63 of the largest cities. National banks in 

undesignated cities are required to maintain 

a reserve of 7 per cent. against demand de- 

posits. 

Undigested Securities 
Securities issued in excess of the capacity 

of the investment market to absorb them 

fully ; securities not owned outright by ulti- 

mate investors, but held by syndicates, in- 

dividual speculators and bankers with the in- 
tention of disposing of them when a favorable 

market opportunity presents itself. Some- 

times securities purchased by an underwriting 

syndicate cannot for one reason or another 

be entirely sold to the investment public. 

Such part as remains unsold in the hands of 

the syndicate members is said to be undi- 

gested. The severe decline of security prices 
in 1903 is sometimes referred to as the panic 

of “Undigested Securities.” 

Undivided Profits 

The name of an account, also known as 
unappropriated profits, to which current net 
earnings or profits are credited. This title 
is of most frequent occurrence in bank ac- 
counting and corresponds to what is more 
usually known among manufacturing and 
mercantile corporations as surplus. It rep- 
resents profits not yet distributed in dividends. 

Banking institutions maintain two _ ac- 
counts, undivided profits and surplus. Cur- 
rent net earnings are credited to the former 
account, which consists of undistributed 
earnings, available for dividends, and to 

write off bad debts and special losses, while 
the latter is a capital surplus account not 
available for cash dividends from undivided 
profits, or a combination of both. (See 
Capital and Surplus, Surplus.) 

Uneven 

An expression used to describe the stock 

market when prices fluctuate rapidly ahd 

over a wide range. 
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Unfunded Debt 

Floating debt; short-term debt; indebted- 

ness not represented by bonds. (See Funded 

Debt. ) 

Unified Bonds 

See Unifying Mortgage Bonds. 

Unified Mortgage Bonds 

See Unifying Mortgage Bonds. 

Uniform Bills of Lading Act 

See Bill of Lading Act. 

Uniform Negotiable Instruments Law 

See Negotiable Instruments Law. 

Uniform Warehouse Receipts Act 

See Warehouse Receipts Act. 

Unifying Mortgage Bonds 

Bonds issued (usually by railroad com- 

panies) for the purpose of combining several 
issues of bonds into one issue supported by 
a single blanket mortgage. The purpose of 
such an issue is to simplify a company’s 
finances. When unifying mortgage bonds 
are issued, the amount authorized is usually 
sufficiently large to provide for future ex- 
penditures for some time to come. This 
title is practically synonymous with General 
Mortgage Bonds (q. v.) and Consolidated 
Mortgage Bonds (q. v.). 

Unincumbered 

Free from all claims and debts; thus, real 

estate is unincumbered when there are no 

mortgages, or other liens, ¢. g., taxes, against 

it. 

Unissued Stock 

See Authorized Capital 

Stock. 

Stock, Capital 

United States Bonds 

Bonds which are obligations of the United 

States Government and represent a debt 

which legally constituted Federal authorities 

covenant and promise to pay on a stated 

maturity date. These constitute the largest 

class of civil bonds. Federal Government 

bonds represent the highest form of credit 
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in the United States, since the debt of the 

Federal Government supercedes that of all 

other governmentalities. 
There are three characteristics of Federal 

government bonds which set them apart from 

all others. Since the Federal Government 

cannot be sued against its will, the security 

of these bonds depends upon the good faith 

and integrity of the Government and the 

stability of the political organization. While 

this fact may seem to detract from the in- 

vestment position of government bonds, it 

must be remembered that while a govern- 

ment may repudiate its debts, to do so would 
be to commit credit suicide. A nation which 

repudiates its debts undermines its credit 

standing with its own and other peoples and 

this is difficult to restore. Repudiation by the 

United States Government is scarcely con- 

ceivable. Not only does the United States 

Government enjoy a stable political organiza- 

tion, and power to control the resources and 

productivity of the nation, but also unlimited 

powers of taxation. These facts make valid 

the Federal Government’s claim to the high- 

est credit standing. Another characteristic, 

contrary to municipal and corporation bonds, 

is that the Federal Government can borrow 

for any purpose, whether productive or un- 

productive, without establishing special forms 

of taxation to pay off the bonds issued. Thus, 

a Government may borrow to build canals, 
improve harbors, 7. e., productive purposes, 

or to build museums, or purchase land for a 
National park, 7. e., unproductive purposes. 

From an investment point of view, the 

value of a Government bond depends upon 

the public credit which a nation enjoys, 

stability of its political organization, re- 
sources, extent of development of resources, 
ability to tax its people, and per cent. of 
National debt to National wealth. A Gov- 
ernment enjoys a higher credit standing 
among its own people than among others, 
and consequently an internal loan sells on a 
lower basis than an external loan. 

The bonds of the United States may be 
_ divided into two broad classes: (1) pre-war 
issues, (2) war issues. Of the first there are 
seven issues outstanding, three of which are 

intended primarily as collateral for securing 

National bank notes and Federal Reserve 
bank notes, the others being suitable for in- 

stitutional and private investment. A great 
majority of the latter are held by banks to 
secure the deposits of the Federal Govern- 

ment and other governmentalities. These are 

classified as follows: 
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$599,724,050 Consol 2s (payable at the pleas- 
ure of the government~ after 
April 1, 1930). 

74,901,580 Panama 2s (redeemable at the 
government’s option after Au- 
gust 1, 1916, and November 1, 

1918, and payable August 1, 
1936, and November 1, 1938). 

11,250,000 Postal Savings 2%4s (redeem- 
able one year after date of issue 
and payable twenty years from 
date of issue). 

50,000,000 Panama 3s (payable June 1, 
1961). 

28,894,500 Conversion 3s (payable January 
1, 1946). 

118,489,900 Old 4s (redeemable at the pleas- 
ure of the government after 

February 1, 1925). 

$883,260,030 

United States bonds have a lower range 
of fluctuation than any other kind of loans, 
and consequently possess the highest cash 

equivalent value. In the panic of 1907 Gov- 
ernment bonds declined on an average of 5 
per cent., whereas 1icipal bonds declined 
11 per cent. -(Se uctuating Principle.) 
They also sell on t west yield basis. In 
1911, the 2 per cent. 

For descriptio 

Ligerty Bonds. 

United States Cotton Futures Act 

See Cotton Futures Act. 

How 
KIND. SECURITY. |REDEEMABLE. 

Minor ick! In sums or 
and Co multiples of 
coins $20 in lawful 

money 

Subsidiary In sums or 
multiples of 
$20 in lawful 

Silver Coins 

money 

Standard Not redeem- 

Silver Dollars able 

Gold Coins Not redeem- 
able 

sols sold on a ae 

baggs. and. Victory. Not 

[i Bonds and Victory non 

Treasurer 

United States Depository 
See Depository. 

United States Money 
There are four kinds @#f metallic, and 

seven kinds of paper money issued in the 
United States, as follows: 

METAgLIC MoNneEY 

1. Minor Coins: 
(1)—lc. pieces (coppers). 
(2)—5c. pieces (nickels). 

2. Subsidiary Silver Coins: 
(1)—10c. pieces (Dimes). 
(2)—25c. pieces (Quarters). 
(3)—50c. pieces (Half Dollars). 

3. Standard Silver Dollars. 
4. Gold Coins: 

(1)—$5.00 piece (Half Eagle). 
(2)—$10.00 piece (Eagle). 
(3) —$20.00 piece (Double Eagle). 

Paper MoNEY 

(1)—United States 
Tenders.” 

(2)—Gold Certificates. 
(3)—Silver Certificates. 
(4)—United States Treasury Notes of 

1890. 
(5)—Federal Reserve Notes. 
(6)—Federal Reserve Bank Notes. 
(7)—National Bank Notes. 

Notes or “Legal 

The foNowing chart shows the various 
kinds of United States Money with their 
principal attributes: 

W HERE LEGAL TENDER DENOMINA- 
REDEEMABLE. QUALITIES. TIONS. 

United States Legal Tender 1 c., 5c. 
Treasurer up to 25 cents 

United States For amounts 10c., 25c., 50c. 
not exceeding 
$10 in any one | 
payment 

Full legal $1 
tender except 
when otherwise 
expressly 
stipulated in 
the contract 

Full legal 
tender 

$5, 10, 20 
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How 
KIND SECURITY REDEEM ABLE 

United States Gold Reserve Gold 
Notes “Legal equal to 43.35 
Tenders” per cent. of 

Yssue 

Gold 100 per gent. Gold 
Certificates in gold 

Si 100 per cent. Silver 
C cates in silver 

reasury Silver Silver or 
. of 1890 Gold 

Federal 100 per cent. Gold or law- 
Reserve in Commercial ful money 

Notes Paper, Gold 

or Gold Cer- 
tificates in any 
proportion ex- 

cept that Gold 
Reserve must 
equal 40 per - 
cent. of issue 

Federal 100 per cent. Gold 
Reserve Bank in U. S. 
Note Government 

Bonds having 
circulating 
privilege 

Same as Fed- Gold 

eral Reserve 

- Bank Note 

W HERE 
REDEEMABLE 

United States 

Treasurer 

United States 
Treasurer or 

any Federal 
Reserve Bank 

United States 
Treasurer or 

any Federal 
Reserve Bank 

United States 

Treasurer 

United States 
Treasurer or 

any Federal 

Reserve Bank 

# » 
United States 
Treasurer or 

any Federal 
Reserve Bank 

United States 
Treasurer or 

any National 
Bank of issue 
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LEGAL TENDER DENOMINA- 
QUALITIES TIONS 

Legal tender $1, 2, 5, 10, 20, 

except for 50, 100, 500, 
duties on im- 1,000, 5,000, 
ports and 10,000 

interest on the 

public debt 

Full legal $10, 20, 50, 
tender 100, 500, 1,000, 

5,000, 10,000 

Not legal $1, 2, 2; 10, 

tender but re- 20, 50, 100, 
ceivable for all 500, 1,000 
taxes, customs 

and public dues 

Full legal 

tender except 
where otherwise 
expressly 
stipulated in 
the contract 

Not legal $5, 10, 20, 50, 
tender, dat re- 100, 500, 1,000, 
ceivab r all 5,000, 10,000 
taxes, oms 

® ® 

and gpPlic “dues 

Not legal $1, 2, 3} 10, 

tender, but re- 20, 50, 100, 
ceivable for all 500, 1,000 
public dues ex- 
cept on imports. 
Cannot be used 
by Government 
to pay interest v 
or to redeem 
currency 

Same as Fed- $5, 10, 20, 
eral Reserve 50, 100 
Bank Note 

For description of each of these kinds of 
money see Minor Coins, Subsidiary Stlver 
Coins, Silver Dollar, Gold Coins, United 
States Notes, Gold Certificates, Silver Cer- 
tificates, Treasury Notes of 1890, Federal 

Reserve Notes, Federal Reserve Bank Notes, 

Nattonal Bank Notes. 
Also see Money, 

Money, Irredeemable 
Theory of Money. 

Token Money, Fiat 
Money, Quantity 
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United States Notes 

Notes created by several Acts passed dur- 
ing the Civil War, also known as legal 
tender notes, and as “legal tenders,’ and 

“sreenbacks,” because they were the first 
bills to be engraved with green backs. They 

are issued in denominations as follows: $1, 

$2, $5, $10, $20, $50, $100, $500, $1,000 and 
$10,000, but mostly in small denominations. 
This issue bears a red seal on the obverse 

side. 
The Act of February 25, 1862, authorized 

the issue of $150,000,000 of which $50,000,000 
were in lieu of an equal amount of demand 
notes, and could be issued only as the demand 
notes were cancelled. A second issue of 
$150,000,000 was authorized by the Act of 
July 11, 1862, of which, however, $50,000,000 
were to be a temporary issue for the re- 
demption of a debt known as the temporary 
loan. A third issue of $510,000,000 was au- 
thorized by the Act of March 3, 1863. The 
total amount authorized, including the tem- 
porary issue, was $450,000,000, and the high- 
est amount outstanding at any time was 
$449 338,902 on January 30, 1864. There are 
still outstanding $346,681,016. 

The reduction from the original permanent 
issue of $400,000,000 to $346,681,016 was 
caused as follows: The act of April 12, 1866, 
provided that United States notes might be 
retired to the extent of $10,000,000 during the 
ensuing six months, and that thereafter they 
might be retired at the rate of not more than 
$4,000,000 per month. This authority re- 
mained in force until it was suspended by 
the Act of February 4, 1868. The authorized 
amount of reduction during this period was 
about $70,000,000, but the actual reduction 
was only about $44,000,000. No change was 
made in the volume of United States notes 
outstanding until after the panic of 1873, 
when, in response to popular demand, the 
Government reissued $26,000,000 of the can- 

celled notes. 
This brought the amount outstanding to 

$382,000,000, and it so remained until the re- 
sumption Act of January 14, 1875 provided 
for its reduction to $300,000,000. The pro- 
cess was, however, again stopped by the Act 
of May 31, 1878, which required the notes to 
be reissued when redeemed. At that time 
the amount outstanding was $346,681,016, 

which is the present amount. The amount 
of United States notes redeemed from the 
fund raised for resumption purposes since 

January 1, 1879, to June 30, 1915, was $971,- 
241,137; but the volume outstanding is un- 
diminished because of the provisions of the 
Act of May 31, 1878, which require the notes 

so redeemed to be paid out again and kept in 
circulation. 

The Act of March 14, 1900, also directed 

the reissue of United States notes when re- 
deemed, but they must first be exchanged 
for gold as provided in the said Act. The 
Act also provides that when silver certificates 
of large denominations are cancelled, and 

small denominations issued in their place, a 
like volume of small United States notes 
shall from time to time be cancelled and 
notes of $10 and upward issued in substitu- 
tion therefor. 

The Act of March 4, 1907, provides for 
the issue, under certain conditions, of United 
States notes in denominations of $1, $2, and 
$5, and upon such issue an equal amount of 
United States notes of higher denominations 
shall be retired and cancelled. 

The Act of March 14, 1900, increased the 
reserve fund to $150,000,000 of gold coin and 
bullion for the redemption of United States 
notes and after setting forth the methods to 
be employed in maintaining the fund pro- 
vided that if at any time notwithstanding the 
reserve should fall below $100,000,000 then 
“it shall be his (the Secretary’s) duty to 

restore the same to the maximum sum of . 
$150,000,000 by borrowing money on the 
credit of the United States, and for the debt 
thus incurred to issue and sell coupon or 
registered bonds of the United States.” They 
are redeemable by the United States Treas- 
urer in gold and are legal tender except for 
duties on imports and interest on the public 
debt. Since the resumption of specie pay- 
ments on January 1, 1879, these notes have 
been fully accepted and received in payment 
of customs duties, though the law has not 
been changed. 

United States Postal Savings Banks 
See Postal Savings Bank. 

United States Treasurer 
See Treasury Department. 

Unit of Value 

Same as Monetary Unit. (See Monetary 
Unit, Money of Account, Standard of 
Value. ) 

Universal Numerical System 
See Numerical Transit System. 

Unlawful Loans 
Loans made by banks in violation of the 

banking laws. Unlawful Loans may be 
divided into four classes: (1) those in excess 

a) eee 
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of the maximum allowed to one borrower 
(see Limitations on Bank Loans) ; (2) loans 
in excess of the legal rate of interest (see 
Legal Rate of Interest, Usury); (3) loans 
to certain persons such as bank officers, di- 
rectors and employees which are prohibited 
among National banks and usually among 
state banks unless approved by a majority of 
the board of directors; (4) loans for certain 
purposes, e. g., a National bank may not loan 

upon real estate with a second mortgage as 
security. 

Unlisted Securities 

Securities not admitted to registration, 
listing, public quotations, or trading on an 
organized stock exchange. Trading in such 
securities is conducted by brokers for their 
customers with other brokers, dealers, and 
customers (wherever a market can be found) 
without a public record of sales and quota- 
tions. Such trading is sometimes designated 
as “over the counter,” certain brokers mak- 
ing a specialty of dealing in unlisted se- 
curities. It is sometimes said that unlisted 
securities are immune from the effect of 
false rumors, bad news and other methods 
employed by pools and cliques to manipulate 
prices of listed securities. Whatever ad- 
vantages unlisted securities may enjoy as in- 
vestments, they suffer in comparison with 
listed securities in marketability and loan 
value. 

The term is sometimes restricted to mean 
securities not listed on the New York Stock 
Exchange. This is a narrow interpretation. 
Unlisted securities are necessarily the re- 
ciprocal of listed securities and should there- 
fore be interpreted to mean securities not 
listed on any stock exchange. 

Unload 

An expression used to indicate the sale 
of securities or commodities to avoid a loss 
due to a falling market, or any expected un- 

favorable development; “to get out from 
under” before prices collapse. Very often 
the “insiders,” 7. ¢., officers of a corporation, 
unload their holding of the securities of their 
corporation in anticipation of poor earnings 
or threatened insolvency, upon the public. 
The expression is usually applied to trans- 
actions on a large scale. 
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Unsecured Creditor 

A general creditor; a person or company 
which has no security or other legal claim 
upon specific property to satisfy a debt. An 
unsecured creditor shares in the distribution 
of the assets of a bankrupt equally with all 
others after preferred and secured claims 
have been met. (See Liabilities.) 

Unsteady 
An expression used to describe the stock 

market when prices fluctuate widely, but 
close without showing a definite tendency. 

Unvalued Shares 

See Without Par Value. 

Usance 

The customary term or tenor of a bill of 

exchange, varying in different parts of the 
world; practically synonymous with term, or 
tenor. (See Term.) 

Usury 

From the Latin, “usura,’ meaning enjoy- 

ment, interest, 7. e., money paid for the use 
of money. Although the term originally 
meant interest, in modern times it has come 

to mean excessive interest, particularly in- 
terest in excess of the maximum rate fixed 
by the laws of the various states. 

Usury was common among the early Jews, 
Greeks and Romans. Rates charged for the 

use of money were so excessive, and the 
effects upon borrowers often so disastrous, 
that usury fell into disrepute among Chris- 

tians during the Middle Ages. 
In England the legal maximum rate is de- 

termined by equity; in France the rate on 
ordinary loans is 5 per cent.; in commercial 

transactions, 6 per cent. In the United 
States, interest rates are regulated by the 

various states, which prescribe a maximum 

legal rate. (See Legal Rate of Interest.) 

The penalties for violation of the usury 
laws vary in the different states. In some 

states creditors can recover principal and 
interest, losing only excess interest, while in 
others, a usurious contract is void, and the 

lender is subject to fine and imprisonment. 



Valorization 

The process of attempting to establish a 
higher market price for a commodity by 
governmental interference than would obtain 
by free and open competition. The arbitrary 
market value is established in several ways, 
e. g., governmental maintenance of a pur- 

chasing fund, and by governmental loans to 
producers to enable them to hold their pro- 
ducts awaiting a favorable market oppor- 
tunity, etc. Some years ago the Govern- 
ment of Brazil attempted to valorize coffee 
which had declined to a price far below its 
normal cost of production. 

Valuation 

Appraisal or act of appraisement; money 
worth; estimated value; appraised value. 

Value 

The ratio at which commodities or services 
exchange; the power of one commodity or 
service to command other commodities or 
services in exchange. In all civilized coun- 
tries, for the sake of convenience, money is 
used as a common denominator, or yardstick 
of value, so that the values of other com- 

modities and services are expressed as ratios 
to the standard money. 

The explanation of value, that is, why 
goods and services command the money 
prices they do, is one of the most difficult 
problems in economics. 

Price differs from value in that the former 
is value in money terms; moreover, a thing 

may have value without having a price, e. g., 
something which is not for sale. 
While the above serves as a general defini- 

tion of the term, there are many special con- 
notations as expressed in such terms as book 
value, market value, par value, etc. These 
terms are treated separately. (See Assessed 
Value, Book Value, Intrinsic Value, Inven- 
tory Value, Investment Value, Market Value, 
Par Value, Trading Value.) 

Value Date 

The date upon which the proceeds of a 
check or other instrument deposited for 

credit become available for withdrawal, 7. e., 
have a value. The term is used particularly 
in foreign exchange bookkeeping to indicate 
the date upon which the proceeds of a draft 
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become available for the use of a customer 
or correspondent, or upon which a remittance 

becomes available in the account of the pur- 
chaser abroad. 

Vault 

A secure space for the protection and 
storage of valuable property. Among banks 
three types of vaults are used—money vaults, 
record vaults, and storage vaults. The latter 
type of vault is for the protection of current 
and old records, etc., and is proof against 
fire and water. Money vaults are designed 
to be proof against fire, water, burglars, and 
mob violence. 

Money vaults vary greatly in size and 
construction, those of safe deposit companies 
oftentimes occupying an entire basement or 
ground floor. Many ingenious devices have 
been invented to secure protection against 
burglars, and among the larger banks a large 
number of these devices are in use. The 
larger vaults are equipped with 2-ft. thick 
armor plate steel walls, and 3-ft. steel doors. 
Since most burglars gain access to a vault 
through the door by boring or drilling the 
combination, it is necessary to give it added 
protection. Such added protection may con- 
sist of an electric signal alarm system com- 
municating with the local burglar alarm 

company and setting off an alarm bell in the 
bank; a time lock, and by running an electric 
current through the door. The time lock 

does not open the door automatically, but 
prevents its opening before a prearranged 
hour. By means of an electric current, any 

persan tampering with the combination, or 
bolts of the door is gripped by an electric 
current. The vault wall itself is very often 
embedded in a concrete case. In some banks, 
a network of wires is run through the vault 
wall so that the slightest puncture will pro- 

duce a contact that will notify the local 
burglar alarm company and set off an alarm 
in the bank. If burglars gain access to the 
interior of the vault, steam jets may be so ar- 
ranged as to fill the place with live steam 
in a few moments. 

The interior of a vault is usually divided 
into many compartments, each of which is 
protected by one or more combination locks 
which, like the outside combination, are sub- 
ject to joint control. (See Joint Control.) 
The combinations to these locks are known 

al 
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by separate officers having custodianship over 
certain portions of the bank’s assets; thus, 
several compartments may contain the bank’s 
money reserve, another United States bonds; 
another other securities; another securities 

pledged as collateral; another securities for 

which the bank is custodian; another trust 
department assets, etc. (See Safe Deposit 
Company.) 

Velvet 

An easily made profit; bonus; net profit 
clear of expenses. An expression to denote 
a profit made on a speculative transaction. 

Vendee 

One to whom something is sold. 

Vendor 

One who sells, or who has sold, some- 

thing. 

Victory Notes 
See Liberty Bonds. 

Vise 
An official indorsement on a passport, or 

other document as an approval or attestation 
of its validity. A vise is a certification that 
a document has been examined by the proper 
authorities and found to be correct and regu- 
ular in all respects. 

Visible Supply 
Stocks of goods subject to statistical meas- 

urement. 
A term used particularly to denote the 

stocks of grain in public and private terminal 
elevators, at all terminal markets, and the 
amount in transit, as distinguished from the 

amount held on the farms. It is also used 
to indicate the stocks of other commodities 
on hand at the principal sources of produc- 
tion, e. g., copper stocks at refineries, raw 
sugar supplies held by importers and re- 
fineries, hides held by packers, tanners, and 
importers, etc. 

Visitorial Powers 

Banks are not subject to examination or 
investigation other than that provided by 
law. National banks, and members of the 
Federal Reserve System, are subject to ex- 
amination only by regular constituted au- 
thorities which include National bank ex- 
aminers, special examinations by the Federal 
Reserve bank of the district (with approval 
of the Federal Reserve Board), and the 
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Federal Reserve Board itself. (See Federal 
Reserve Act, Section 21.) They are subject, 
however, to investigation by a court, or by 
either house of Congress, or by a committee 
appointed by either House of Congress. 

Federal Reserve banks are subject to ex- 
amination by the Federal Reserve Board. 
(See Bank Examinations. ) 

Voluntary Association 
A rare form of business organization simi- 

lar to that of a Trust (q. v.) in the popular 
sense. The trust form of organization has 

been declared illegal. In Massachusetts, 
however, a large number of real estate 

voluntary associations exist, by which the 
management of the business is given over to 
a number of trustees by a deed of trust from 
the stockholders. The stockholders receive 
transferrable certificates which represent 
their interest in the association. 

Voluntary Bankruptcy 
See Bankruptcy. 

Voluntary Trust 
See Living Trust. 

Vostro Accounts 

A term used in foreign exchange book- 
keeping to denote the accounts of foreign 
banks, or other foreign correspondents hav- 
ing dollar balances on deposit with a domes- 
tic bank, or other institution. The term 
literally means “your accounts,’ and-is the 
antonym of Nostro Accounts (q. v.). 

Voting Power 
One of the rights of a stockholder as 

owner of shares of stock is to participate in 
the control of the corporation by means of 
voting. Ordinarily, stockholders of record 
are entitled to one vote for each share owned. 

Voting Trust 
A trust created in which the stockholders 

of a single corporation deposit their stock in 

the custody of designated trustees, called 
voting trustees, who issue stock trust certi- 

ficates, or voting trust certificates, in ex- 

change. The stockholders retain all rights 
in their stock except voting power, which is 
delegated to the trustees under the terms, 
and during the life of, the voting trust agree- 

ment. Voting trusts are usually created in 
reorganizations when it is desirable to con- 

centrate the control in the hands of capable 
persons in order that the corporation may be 
better tided over the difficult period. Other- 
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wise, the purpose is to secure continuity in 
policies, management, and operation, e. g., a 

voting trust, representing preferred stock- 

holders, is sometimes established upon default 
in payment of preferred dividends. 

Under the New York and New Jersey 
laws, a voting trust agreement is limited to 
five years. Other states have enacted laws 
imposing similar limitations. Trust com- 
panies are often appointed by voting trustees 
to act as custodian of stock certificates, to 

issue and transfer voting trust certificates in 
exchange, and to disburse dividends received 
upon the stock to the proper owners. 

The National bank laws do not authorize 
the creation of voting trusts for National 
banks. 

Voting Trust Certificate 
First read Voting Trust. 
A certificate issued by the voting trustees 

to a stockholder as a negotiable receipt for 
stock certificates deposited with such trustees. 

Voting Trustees 
See Voting Trust. 

Voucher 

A receipt; a receipted bill or statement; 
any paper evidencing a money expenditure 
or payment of a debt. Cancelled checks are 
often called vouchers because they offer 
proof of payment. Originally, a voucher 
meant a person or paper that afforded proof, 
or bore witness concerning some matter 
under examination. 

Voucher Check 

A special form of check combining the 
features of a formal receipt and a check. 

On a voucher check space is reserved in the 
left hand margin, or on the reverse side, to 
indicate the goods, services, or debt owing, 

i. @., statement of account or invoice, for 
which the check is in payment. A variant 
form of the voucher check is a double sized 
check folded in the middle, one sheet operat- 
ing as a check and the other as a voucher. 

The advantage of a voucher check is that 

each bill is identified with its payment, and 
when the check is returned from the bank 
indorsed by the payee (creditor), it con- 
stitutes unquestionable evidence of payment. 
The voucher check is in general use among 
large corporations where the voucher sys- 
tem is in operation. In personal checking 
transactions, an ordinary cancelled check 
serves the purpose of a receipt quite as well 
as a voucher check. 

Voucher Department 
The department of a bank, the function of 

which is to cancel, verify, file, store, and 
forward cancelled checks or vouchers to the 
depositors who drew them, after they have 
been posted to the debit of depositors’ ac- 
counts on the ledgers and statements. Checks 

are cancelled as of the date they are paid and 
posted to the drawer’s account. Cancellation 
is effected by means of a perforating machine 
which cuts the following words into the 
check: (date) 
Blank Bank.” The cancelled checks are then 
sorted by customers’ accounts, and filed until 
the statements are prepared. They are ar- 
ranged in the order of payment, which is 
the same as the order in which they appear 
on the statement. When the latter is ready, 

the cancelled checks are verified by “check- 
ing” them against the entries on the state- 
ment. Individual customers’ cancelled checks 
are usually combined with the statement, 
placed in an envelope, and retained at the 
bookkeeper’s window until called for by the 
customer. Cancelled checks are sent to out- 
of-town customers by registered mail, or 
express. 
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Waiver 

Voluntary renunciation or relinquishment 
of a legal right. (See Waiver of Demand, 
Waiver of Notice, Waiver of Protest.) 

Waiver of Demand 

It is required by law.that notice of de- 
mand and protest be given to indorsers of a 
check, bill, or note, in case of dishonor. 
Although the parties secondarily liable are 
entitled to receive notice of dishonor and re- 
fusal to pay, it is a right which they may 
waive. (See Protest Waived.) 

Waiver of Notice 

This term has two applications: 
(1) See Protest Waived. 
(2) Directors and stockholders of a cor- 

poration are entitled to receive notice of 
meetings, but they may waive all statutory 
and by-law requirements as to notice or pub- 
lication of the time, place, and purpose of 
such meetings, by written agreement. 

Waiver of Protest 

See Protest Waived. 

Wall Street 

A popular designation for the financial 
district of New York and by extension, the 
financial interests of the United States. The 
Wall Street district includes not only the 
New York Stock Exchange, the New York 
Consolidated Exchange, and the New York 
Curb Market with the brokerage houses of 
their members, but also the largest banks and 

trust companies, the New York Clearing 

House, many of the general offices of the 
large industrial, railroad and insurance com- 

panies, a large number of the import, export, 

and steamship companies, Chamber of Com- 
merce, Customs House, and the Produce, 
Cotton, Coffee and Sugar, and Metal Ex- 
changes. 
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Ten Years in Wall 

Ward 

A person who has not yet attained his 
majority, and whose person and estate are in 
charge of a Guardian (q. v.). 

Warehouse Act 

See Warehouse Receipts Act. 

Warehouse Certificate 

Same as Warehouse Receipt (q. v.). 

Warehouse Company 

A company engaged in the business of 

storing goods and merchandise for hire. 

‘Such a company has a lien on _ property 

stored for the amount of the charges, and an 
insurable interest in such property to the 

extent of charges, and any advances that may 

have been made thereon. (See Warehouse 

Receipt. ) 

Warehouse Loans 

Loans made against warehouse receipts, 

i. ¢., against the evidence of goods stored in 
a warehouse. (See Warehouse Receipt.) 

Warehouseman 

See Warehouse Company, Warehouse Re- 

ceipt. 

Warehouse Receipt 
A receipt for goods stored in a warehouse; 

an undertaking in which the warehouseman 

or warehouse company acknowledges receipt 
and agrees to the safe custody and redelivery 
of the therein described goods upon sur- 

render of the receipt properly indorsed and 

payment of the charges. To the owner or 

ied 
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holder to whom the goods are deliverable it 
also constitutes a document of title. 
Warehouse receipts are issued in negoti- 

able and non-negotiable form, but usually 
the former in order that they may serve as 
collateral for bank loans. Since they do not 
call for payment 'in money they cannot tech- 
nically be called Negotiable Instruments 
(q. v.). A non-negotiable receipt states that 
the goods will be delivered to the depositor 
or to some other person designated on its 
face. A negotiable receipt states that the 
goods will be delivered to the bearer or to 

provided the merchandise stored is not sub- 
ject to rapid physical deterioration, nor to 
excessive market depreciation. In case of 
deterioration or decline in value, the ware- 
houseman is compelled to notify the depositor 
of the merchandise, and the bank which has’ 
made advances against the receipt. Since 
the warehouseman is not responsible in case 
of loss or damage by fire, the receipt should 
be accompanied by a fire insurance certificate 
if offered as bank collateral. 

The following is a typical form of negoti- 
able warehouse receipt: 

TORRE HERE HE HEHEHE SESE SESE SESE EEEOEEEE OEE OEEE SEED Sees ts Warehouse Company 

1000 Main Street 

SOO CO CO HEHE HEEEEEEH HEHE EEE EEE EEEESEHESEEH EEE EESETHEE SEES ESOS EEEESESES SES EEEO EEE POCO POOH H ROH H EEE HEHEHE TEES EH EEEESHS ESHER SEES ETTEEHEE HEE E HEHE EEE OE EEEHEEESEEEES 

the following packages (contents and condition of contents unknown) €X oo... 

Py Pa ed TU ere said to contain the goods described below. 

MARKS NUMBER 

TORRE HEE H RECO HEE O HEHE EEHe = HEHEHE EEEEEHE DERE EEES CHEE EEE EOES ESSE SESE EES 

PACKAGES KIND. DESCRIPTION. 

Which will be delivered to order on payment of the charges specified hereon 
and the surrender of this receipt. 

THOTT EEO HEHE THEE EEE SESE TEES SESE EEE TEESE EEE HESS EEEESESE SESE SESE ESEEEES 

President 

ForM oF WAREHOUSE RECEIPT 

the order of some person named therein. 
Negotiable receipts are printed on a yellow 
form and non-negotiable receipts on a white 
form. 

Under the Federal Warehouse Receipts 
Act a warehouse receipt may be issued only 
by a licensed warehouseman, and must con- 
tain the following essential details: (1) name 
and location of the warehouseman, (2) date 
of issue of receipt, (3) consecutive number 
of the receipt, (4) whether the goods are 
deliverable to order or to bearer, or to a 
specified person, (5) description of the 
goods, stating grade or class, (6) if owned 
in part by the warehouseman, a statement of 
that fact, (7) signature of the warehouse- 
man, and (8) rate of storage charges. 
Warehouse receipts offer an important 

basis of commercial credit, and are fre- 
quently employed by importers, manufactur- 

ers, and merchants as collateral for bank 
loans. They are regarded as good collateral 

(See Warehouse Receipts Act.) 

Warehouse Receipts Act 
Prior to 1916 warehouse and elevator com- 

panies were under the regulations of the 
separate states. At the instigation of the 
Department of Agriculture, Congress passed 
the Federal Warehouse Receipts Act on Au- 
gust 11, 1916. The purpose of this act is 
two-fold: (1) to standardize the type of 
warehouses storing agricultural products ac- 
ceptable as collateral for bank loans, and (2) 
to standardize warehouse receipts in order to 
furnish more satisfactory evidence of stor- 
age and to obtain more complete records. 

Under the Federal Act, warehouses are 
licensed and brought under the inspection 

‘service of the Department of Agriculture. 
Periodic reports are required of all ware- 
housemen so that their financial condition, 
and the physical condition of their properties 
may be known at all times. The principal 
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classes of merchandise stored in warehouses 
under warehouse receipts that are acceptable 
as bank collateral are grains, cotton, wool, 
silk, tobacco, sugar, coffee, and seeds. 

War Finance Corporation 
A corporation created by the Act of April 

5, 1918, for the purpose of aiding financing 
of essential war industries and the marketing 
of their products. 

War Loans 

The bonded obligations of a Government 
issued during, and for the purpose of financ- 
ing, the war. In the United States this 
term applies to the four Liberty Bond issues, 
and the Victory Notes. (See Liberty 
Bonds. ) 

War Paper 

Same as War Loans (q. v.). 

Warrant ~ 

A short term obligation of a municipality, 
or other political subdivision, constituting a 
part of its floating debt. A warrant is prac- 
tically a revenue bond issued in anticipation 
of tax collections. 

Federal reserve banks are permitted to 
invest in such warrants as are defined by the 
Federal Reserve Act, thus: “with a maturity 
from date of purchase of not exceeding six 
months, issued in anticipation of the collec- 
tion of taxes or in anticipation of the receipt 
of assured revenues by any state, county, 
district, political subdivision, or municipality 
in the continental United States, including 
irrigation, drainage and reclamation dis- 
tricts, such purchase to be made in accord- 
ance with rules and regulations prescribed 
by the Federal Reserve Board.” See Regula- 
tion F, Series of 1920. (See Dividend War- 
rant, Interest Warrant, Municipal Warrant.) 

Warranty Deed 

See Deed. 

Wash Sale 
A form of manipulation whereby a pre- 

tended or fictitious sale of securities occurs 
between two conspiring stock exchange mem- 
bers, or speculators acting through brokers. 
The sale is executed at a price higher than 
the prevailing market and the inflated quota- 

tion appears upon the ticker, thus creating 
an impression of activity and strength in the 
hope of inducing the public to buy at the 
inflated price. The excess price paid by the 

buyer is remitted by the seller. Wash sales 
are prohibited by the rules of the principal 

stock exchanges. 

Wasting Assets 
Exhaustive assets; assets of companies en- 

gaged in the extractive industries which be- 
come depleted as they are worked. Thus, 
mines, quarries, and oil wells, are wasting 

properties, and their value declines in pro- 
portion as the mineral product which they 
contain is extracted. The decline in value 
of wasting assets is sometimes offset by mak- 
ing depletion charges against earnings and 

setting up a depletion reserve with the object 
of reserving sufficient income to redeem the 

capital stock at par when the assets have 
become exhausted. 

Water Bonds 

A sub-classification of municipal bonds, the 
purpose of which is to furnish the munici- 
pality with a supply of water. These bonds 
are of the highest grade investments, since 
not only are they issued for an essential pur- 
pose, but in many cases the water plant of a 
municipality earns the interest on the water 
bonds, thereby making it unnecessary for the 
city to provide such interest out of taxes. 

Water Company Bonds 
Bonds of a public utility corporation hav- 

ing a franchise to furnish water to a munici- 
pality for hydrant and other purposes. They 
are, therefore, not to be confused with water 
bonds which are municipal bonds. Water 
company bonds are good investments when 
the company is properly managed, has an 
adequate source of supply, and adequate 
earnings. The life of the bonds should be 
within the life of the franchise. 

BIBLIOGRAPHY 

L. CHAMBERLAIN: Principles of Bond In- 
vestment, Chap. 27. 

Watered Capital 
See Watered Stock. 

Watered Stock 

A popular metaphorical expression given 
to stock, the par value of which is in excess 
of the value of the net tangible assets which 

it represents. Watered stock is created in 

several ways: (1) by issuing stock for 
money or other property less than its par 

value; (2) by giving stock away to the pro- 
moters or organizers for their services, or 

to stockholders as a bonus; (3) by an im- 
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pairment of assets through an operating de- 
ficit, and (4) by issuing stock against a 

fictitious or intangible asset. 
The amount of watered stock in a corpora- 

tion may be determined by the excess of the 
par value of its stock over its tangible assets. 
Inasmuch as the assets must be at least 
equivalent to the stock, the “water” masquer- 
ades under the name of some fictitious or 
intangible asset, e. g., good will, patents, 

trade marks, and the like, or else by an over- 
valuation of the tangible assets. 
Many companies which were originally 

organized with watered stock have since 
squeezed the water out by retention of a 
part of the earnings and re-investing them 
in the business. In the case of some enter- 
prises which have been extraordinarily pro- 
fitable, 7. e., earning a large per cent. of re- 
turn upon the capital invested, stock has 
been watered for the purpose of concealing 
large profits. This has been accomplished 
by increasing stock against some intangible 
asset, usually patents, or good will. In such 
a case, although the stock is watered, the 

company cannot be said to be over-capital- 
ized, since over-capitalization presupposes 
that the corporation cannot pay even a mod- 
erate return upon the capital outstanding. 
(See Overcapitalization. ) 

Water Power Company Bonds. 
Bonds of hydro-electric power companies, 

being a sub-classification of public utility 
bonds. The investment value of these bonds 
depends upon many factors which require 

separate analysis in each case. Among the 
most important are the reliability of the 
water supply, the power market, nature of 
contracts, value of the security, margin of 
earnings over interest requirements, and the 
like. 

BIBLIOGRAPHY 

L. CHAMBERLAIN: Principles of Bond In- 
vestment, Chap. 28. 

Weak 

An expression used to denote that stock or 
commodity prices have a declining tendency. 
A weak security or commodity, or a weak 

market, is one in which prices are lower 
than for the previous day. 

Wealth 

The money value of a person’s possessions 
or rights in personal and real property. Na- 
tional wealth is the aggregate of the wealth 
of individuals plus social wealth, 7. e., the 
property of the Federal Government and its 

political subdivisions which include federal, 
state, and city public works, buildings, parks, 
museums, and the like. In computing Na- 
tional wealth care must be taken to avoid 
double accounting, e. g., a railroad property 
is wealth, but it is represented also by stocks 
and bonds owned by individuals, which they 
in turn consider as a part of their wealth. 
It would be erroneous to count both the 
value of the railroad property and the value 
of its stocks and bonds in computing National 
wealth. (See National Wealth.) 

Webb-Pomerene Act 

An act, also known as Export Trade Act 
(Public Document 126), passed April 10, 
1918. This act eliminates the restrictions 
imposed by the Sherman and Clayton Acts 
upon trade combinations by exempting such 

combinations as are organized for foreign 
trade from the provisions of those laws. 

The text follows: 

An Act to promote export trade, and for other 
purposes. 

Be it enacted by the Senate and House of Rep- 
resentatives of the United States of America in 
Congress assembled, That the words ‘‘export trade’’ 
wherever used in this Act mean solely trade or 
commerce in goods, wares, or merchandise ex- 
ported, or in the course of being exported from 
the United States or any Territory thereof to any 
foreign nation; but the words ‘“‘export trade”’ shall 
not be deemed to include the production, manu- 
facture, or selling for consumption or for resale, 
within the United States or,any Territory there- 
of, of such goods, wares, or merchandise, or any 
act in the course of such production, manufacture, 
or selling for consumption or for resale. 

That the words “trade within the United States” 
wherever used in this Act mean trade or com- 
merce among the several States or in any Terri- 
tory of the United States, or in the District of 
Columbia, or between any such Territory and 
another, or between any such Territory or Terri- 
tories and any State or States or the District of 
Columbia, or between the District of Columbia and 
any State or States. 

That the word ‘‘association’? wherever used in 
this Act means any corporation or combination, 
by contract or otherwise, of two or more persons, 
partnerships, or corporations. 

Sec. 2. That nothing contained in the Act en- 
titled ‘‘An Act to protect trade and commerce 
against unlawful restraints and monopolies,’ ap- 
proved July second, eighteen hundred and ninety, 
shall be construed as declaring to be illegal an 
association entered into for the sole purpose of 
engaging in export trade and actually engaged 
solely in such export trade, or any agreement made 
or act done in the course of export trade by such 
association, provided such association, agreement, 
or act’ is not in ‘restraint of trade swithin the 
United States, and is not in restraint of the 
export trade of any domestic competitor of such 
association: And provided further, That such 
association does not, either in the United States 
or elsewhere, enter into any agreement, under- 
standing, or conspiracy, or do any act which arti- 
ficially or intentionally enhances or depresses prices 
within the United States or commodities of the 
class exported by such association, or which sub- 
stantially lessens competition within the United 
States or otherwise restrains trade therein. 

Sec. 3. That nothing contained in section seven 
of the Act entitled ‘“‘An Act to supplement existing 
laws against unlawful restraints and monopolies, 
and for other purposes,’ approved October fif- 

eee 
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teenth, nineteen hundred and fourteen, shall be 
construed to forbid the acquisition or ownership 
by any corporation of the whole or any part of 
the stock or other capital of any corporation organ- 
ized solely for the purpose of engaging in ex- 
port trade, and actually engaged solely in such 
export trade, unless the effect of such acquisition 
or ownership may be to restrain trade or sub- 
stantially lessen competition within the United 
States. 

Sec. 4. That the prohibition against ‘unfair 
methods of competition’? and the remedies provided 
for entorcing said prohibition contained in the 
Act entitled ‘“‘An Act to create a Federal Trade 
Commission, to define its powers and duties, and 
for other purposes,’ approved September twenty- 
sixth, nineteen hundred and fourteen, shall be con- 
strued as extending to unfair methods of compe- 
tition used in export trade against competitors en- 
gaged in export trade, even though the acts con- 
stituting such unfair methods are done without the 
territorial jurisdiction of the United States. 

Sec. 5. That every association now engaged 
solely in export trade, within sixty days after 
the passage of this Act, and every association 
entered into hereafter which engages solely in ex- 
port trade, within thirty days after its creation, 
shall file with the Federal Trade Commission a 
verified written statement setting forth the location 
of its offices or places of business and the names 
and addresses of all its officers and of all its 
stockholders or members, and if a corporation, a 
copy of its certificate or articles of incorporation 
and by-laws, and if unincorporated, a copy of its 
articles or contract of association, and on the first 
day of January of each year thereafter it shall 
make a like statement of the location of its 
offices or places of business and the names and 
addresses of all its officers and of all its stock- 
holders or members and of all amendments to and 
changes in its articles or certificate of incorpora- 
tion or in its articles or contract of association. It 
shall also furnish to the commission such informa- 
tion as the commission may require as to its organi- 
zation, business, conduct, practices, management, 
and relation to other associations, corporations, 
partnerships, and individuals. Any association 
which shall fail so to do shall not have the benefit 
of the provisions of section two and section three 
of this Act, and it shall also forfeit to the 
United States the sum of $100 for each and 
every day of the continuance of such failure, 
which forefeiture shall be payable into the Trea- 
sury of the United States, and shall be recov- 
erable in a civil suit in the name of the United 
States brought in the district where the asso- 
ciation has its principal office, or in any dis- 
trict in which it shall do business. It shall be 
the duty of the various district attorneys, under 
the direction of the Attorney General of the 
United States, to prosecute for the recovery of 
the forfeiture. The costs and expenses of such 
prosecution shall be paid out of the appropriation 
for the expenses of the courts of the United 
States. 
Whenever the Federal Trade Commission shall 

have reason to believe that an association or any 
agreement made or act done by such association is 
in restraint of trade within the United States or 
in restraint of the export trade of any domestic 
competitor of such association, or that an associa- 
tion either in the United States or elsewhere has 
entered into any agreement, understanding, or con- 
spiracy, or done any act which artificially or inten- 
tionally enhances or depresses prices within the 
United States of commodities of the class exported 
by such association, or which substantially lessens 
competition within the United States or otherwise 
restrains trade therein, it shall summon such asso- 
ciation, its officers, and agents to appear before it, 
and thereafter conduct an investigation into the 
alleged violations of law. Upon investigation, if 
it shall conclude that the law has been violated, it 
may make to such association recommendations for 
the readjustment of its business, in order that it 
may thereafter maintain its organization and man- 
agement and conduct its business in accordance 
with law. If such association fails to comply with 

the recommendations of the Federal Trade Com- 
mission, said commission shall refer its findings and 
recommendations to the Attorney General of the 
United States for such action thereon as he may 
deem proper. 

For the purpose of enforcing these provisions 
the Federal Trade Commission shall have all the 
powers, so far as applicable, given it in ‘‘An Act 
to create a Federal Trade Commission, to define 
its powers and duties, and for other purposes.’’ 

Welcher 

One who fails to live up to an agreement, 
which, though not enforceable at law, is a 

moral obligation, e. g, refusal to accept or 
deliver an order of goods, or canceliation of 
an order when the market goes against him. 

Wheat 

The second principal grain crop in the 
United States (ranking after corn), and 
ranking second to cotton as the chief export 
item. The production of wheat is widely 
distributed throughout the world in various 

belts in both the northern and southern hemi- 
spheres. As the result of different climatic 
conditions in countries having different lati- 

PRODUCTION OF WHEAT IN THE 
UNITED STATES* 

(Winter and Spring Wheat Combined) 
Average Farm 

Price per bushel 
Year. Bushel. on Dec. 1. 

LSO7 ete esse. aU LAO AMMAN PT OA chads 
LEO See baselines BAST SSAOO Vie Ws io sita eases 
TOG Tr etic: DESO EE ANA! cc ntatondie 
LOQU ree ae, SERCO TY Dd 1 Aa 
L9OU pe ereakes . 748,460,000 62.4c. 
LODZ gears 670,063,000 63.0c. 
LOOSe Ass caves: 637,821,000 69.5c 
OOF BE rants 552,399,000 92.4¢ 
1 OOS tor. te ae aca 692,979,000 74.8¢ 
LGOG Miint dean: 735,260,000 66.7¢ 
190 AF ene 634,087,000 87.4c 
1OUS Biss cieeasars 664,872,000 92.8c 
EUG Saas 737,189,000 98.6c 
LOU P ee 695,443,000 88.3¢ 
LO Wy cecemccres ote 621,338,000 87.4c 
TOU iene 730,267,000 76.0c. 
Manatee ee 763,380,000 98.6c.7 
DIE Sek et oes, 897,017,000 100.5¢ 
tA) OY Sea Se rae 1,025,801,000 130.7c 
DOD Gt cert besdesss 636,318,000 135,1¢ 
LOL Pie ace 636,655,000 227.8c 
NO ME oa oe Reed - 921,438,000 220.9c 
SE ANE dae. Spore ape 934,265,000 2ao7C 
LF al tate ena ea 787,128,000 252.3c 
BOE Ntacreh iy cc 814,905,000 143.5¢ 
LOC ease etek 836,384,000 125.2c 

* From U. S. Department of Agriculture. 
t From 1913-1922, average price of No. 2 red 

winter, cash, at Chicago. 
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tudes, there is a wheat harvest in some 
country of the world for every month of the 
year. 
Wheat enjoys a world market and while 

Chicago is the principal market in the United 
States (Chicago Board of Trade), our mar- 
kets tend to take their cue from Liverpool, 
which is the European distributing center. 
Wheat consumption is fairly uniform 
throughout the world and consumption statis- 

tics by countries are available. 
Annual output varies considerably among 

the separate producing countries due to the 
vagaries of crop yields. Prices are there- 
fore largely dependent upon the annual 
world yield, and speculators study world 
crop conditions with great care. The chief 
statistics used in forecasting are the Gov- 
ernment crop reports which are published 
monthly, and a number of reports distributed 
by private agencies. Government reports 
give acreage, crop conditions, indicted yields, 
and actual output. The following factors 
influence prices: acreage, weather, pests, 
farm labor supply, surplus (carry-over), 
foreign buying power, and sentiment. 

(See Chicago Board of Trade, Crop Re- 
ports. ) 

Wheat Pit 

See Pit. 

When, As, and If Issued 
See When Issued. 

When Issued 

A term to indicate a conditional sale of a 
security ; sales of new issues of stocks and 
bonds which have not been approved, or for 
which certificates or forms have not been 
issued or ready for delivery, and therefore 
contingent upon such issue. 

Whipsawed 
An expression used among speculators to 

denote a double loss realized as the result of 

buying at the top of a movement and then 

when prices have reached the bottom, not 

only selling long stocks, but also selling a 

line of short stocks, which because of a 
subsequent upward turn in the market, are 
covered at a loss. As stated by one writer, 

being whipsawed consists of: “buying in the 
hope of a rise, but selling instead on a fall, 
then selling more, expecting a further fall, 

but being compelled to buy because the mar- 
ket goes up instead of down,” 7. ¢., getting 
“caught, coming and going.” 

White Elephant 
An expression figuratively applied to any 

property which cannot be operated at a pro- 
fit because the cost of operation would exceed 
the gross revenue, out of analogy to the 
white elephant, which eats more than its 
services are worth. Any business into which 
considerable capital has been invested, and 
which because of changes in fashion, or in 
the popular taste, or because of obsolescense, 
or other reason, cannot be profitably oper- 
ated, and which could be sold only at a ter- 
rific loss, e. g., a large hotel located at a 
once fashionable summer resort no longer 
popular. 

Wide Opening 
An expression used to denote that opening 

prices for the same stock in an active market 
are wide apart. 

Wide Prices 

An expression used to apply to the condi- 
tion when bid and asked prices are not frac- 
tionally or at least normally close. Ordi- 
narily the bid and asked prices for an active 
security are from ¥% to 34 of a point apart, 
and when they are several points apart, e. g., 
bid 10, asked 13%, they are said to be wide. 

Wild Cat Banks 

A derisive name given to banks organized 
under the laws of the various states in the 
chaotic, uncontrolled and unsound banking 
period between the years 1811 and 1863. 
These banks were permitted to issue bank 
notes against personal notes, or bonds and 
mortgages of resident land owners, and in 
many cases were organized solely for the 

purpose of issuing paper money rather than 
carrying on a deposit and loan business. In 
Michigan, “many of these institutions were 
located in the depths of forests where there 

were few human habitations, but plenty of 
wild cats.” They were purposely inaccessible 
to prevent redemption of their practically 
worthless notes. Bank failures were nu- 
merous and since the security behind these 
notes was inadequate and illiquid, the banks 
were unable to redeem them, thus resulting 
in large losses to the holders. There were 
approximately 1,600 different kinds of bank 
notes in circulation when the National Bank 
Act, in 1863, put an end to the note emissions 
of state banks. 

Wild Cat Company 
An expression applied to an unsound or 

highly speculative business venture in which 
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the chance of success is slight, particularly 
a company organized to develop oil wells on 
leased lands before it is known positively 
that oil exists. 

Wild Cat Currency 
Notes issued by the wild cat banks before 

the period of sound banking in the United 
States. (See Wild Cat Banks.) By exten- 
sion this term refers to any depreciated or 
worthless money. 

Wild Cat Securities 

Highly speculative, fraudulent, or worth- 
less securities; securities of companies or- 
ganized to exploit an unsound, fanciful or 
hazardous venture, but upon which the pro- 
moters promise large profits; securities of 
companies which represent nothing but 
“capitalized hopes.” (See Wild Cat Com- 
pany.) 

Will 

A formal written testament or final dis- 
position of property, to take effect after death, 
made by a person of sound and disposing 
mind, known as a testator. All persons are 
competent to make a will, except idiots, in- 
fants and insane persons, or those adjudged 
incompetent. In many states the will of an 
unmarried woman is deemed revoked by her 
subsequent marriage. A nuncupative or un- 
written will is one made orally by a soldier 
in active service, or by a mariner at sea. 
The laws of most states require that a will 

be in writing, signed by the testator, or by 
some person in his presence and by his direc- 
tion, and attested by witnesses, who must 
subscribe their names thereto in the presence 
of the testator. Most states require two wit- 
nesses, except in Connecticut, Maine, Massa- 
chusetts, New Hampshire, South Carolina 
and Vermont, which require three. 

Although the form or wording of a will 
is immaterial, as long as its intent is clear, 
it is advisable to procure legal advice when 

a will is drawn. The advantages in making 
a will are: (1) the testator can name his 
own executor; (2) the estate can be more 
economically and expeditiously distributed ; 
(3) any real estate can be sold without 
agreement of the heirs or without a suit in 
partition; (4) the estate can be more equit- 
ably distributed in accordance: with the needs 
of the beneficiaries; and (5) a trust fund 
can be set up. (See Codicil.) 

BIBLIOGRAPHY 
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MartTINDALE’Ss LAW Drrectrory (annual) : 
contains the laws of each state according to 

subject, digested in brief form, with the laws 
of descent. 

Your 

Winding Up 
Liquidation, terminating a business by a 

voluntary dissolution or bankruptcy, and by 
sale of the assets, paying the debts, and dis- 
tributing the balance, if any, to the owners.. 
(See Bankruptcy, Liquidation.) 

Window Dressing 
An expression applied to the practice of 

certain companies, of temporarily arranging 
their affairs in order to make a more favor- 
able showing on the date of its published 
financial statement than actual conditions 
warrant. In its application to financial in- 
stitutions the term has ‘reference to tem- 
porarily increasing reserves just prior to a 
statement date by calling loans or selling 
securities, ostensibly to make it appear 
through the published statement that the re- 
ported reserve is habitually carried. | (See 
Bank Statement, Comptroller’s Call.) 

Wiped Out 
An expression used to denote the loss by 

a speculator of money put up as margin, oc- 
casioned by a drop in the value of the se- 
curities purchased, and their consequent sale 
by the broker to protect his loan (customer’s 
debit balance). By extension, this expres- 
sion also applies to the total loss of one’s 
wealth. 

Wire Fate Item 

A term given to a check, draft, or note 
sent for collection from an out-of-town de- 
positor or bank correspondent with instruc- 
tions to report by telegraph whether or not 
the item was collected, i. ¢., paid when pre- 
sented. 

Wire Transfer 
See Telegraphic Transfers. 

Withdrawal 

A taking or drawing out. Commercial 
deposits are withdrawn by check and savings 
deposits by presentation of the passbook in 

which the amount is entered. 
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Securities or notes may be withdrawn 
from collateral supporing a loan by substitu- 
tion of others. 

With Exchange 
When the words “with exchange” or “pay- 

able with exchange” are written on a draft 
or check, exchange charges or collection 

costs, in addition to the face of the instru- 
ment, are payable by the drawee or payer, 

respectively. 

With Interest 

Accrued interest included. A bond or note 

sold ‘with interest” must be paid for at the 
price named, plus interest at a specified rate. 
(See Accrued Interest.) 

Without Interest 
Flat; interest not included. (See Flat.) 

Without Par Value 

In some states, upon special application, 
shares of stock may be issued without a 

specified par value, but usually may not be 

sold below a certain minimum price. Such 
shares are known as “shares without par 
value,’ “shares of no par value,” or as “un- 

valued shares.” The number of unvalued 
shares which a certain certificate represents, 

and the total number of shares authorized 
must appear on the face of each stock certi- 
ficate. In this way it is possible to deter- 
mine the proportionate interest in the net 
assets of a corporation a given stock certi- 
ficate represents, ¢. g., in a corporation or- 
ganized with 10,000 unvalued shares, a ten 
share stock certificate would represent 1/1000 
interest in the corporation. It is well known 
by experienced investors that no necessary 
relationship exists between the par value, 
book value, and market value of a given 
stock, which, for example, may have a par 

value of $100, book value of $60, and a 
market value of $30. Since, however, a 

specified par value implies that equivalent 

value has been paid in exchange, e. g., a 

$100 stock certificate implies the existence 
of $100 in assets (which may or may not be 
true), doubtless the phrase, “of the par 
value of $100” deceives many uninitiated per- 
sons. By the issuance of unvalued shares, 
a corporation avoids all controversy with re- 
gard to over-capitalization, under-capitaliza- 
tion, value of its assets, and the value of 
single shares. 

The capital stock shown on the books and 

balance sheet of a corporation with unvalued 
shares indicates the number of shares au- 
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thorized and the value of the equity or net 
worth belonging to the stockholders. There 
is no surplus account. Dividends are paid on 
the basis of dollars per share. 

Without Recourse 

See Indorsement. 

With Particular Average 
See Average. 

Women’s Investments. 

High grade investments in which safety of 
principal, regularity of income and freedom 

from care, are present in a high degree, 

1. e., “disaster-proof” investments which re- 
quire no watching. 

Women’s Signatures 
In business correspondence unmarried 

women should give their full signature with 
the first name written out, instead of initials, 
to prevent any mistake in identifying the 
sex, e. g., Mary A. Roe. To indicate that 
she is unmarried, it is advisable to prefix 
the word “Miss” in parenthesis. 

Since the law does not fix other than the 
surname of a married woman, she may sign 

her name in several ways, provided the sur- 
name given is that of her husband. When 
Mary A. Roe becomes Mrs. Doe, she may 
sign her name as (1) Mary A. Doe, (2) 
Mary Roe Doe, (3) Mary A. Roe Doe, or 
(4) Mary Doe. 
Whenever a married woman signs papers 

transferring the title of property, acquired 
before marriage to another, it 1s customary 

and advisable for her to set forth the change 
in her marital condition in the body of the 
instrument, or on a separate document. 

Worked Off 

A stock market expression used to denote 
that prices have gradually declined, but on 
the average, only fractionally. 

Working Capital 
Accounting terminology is not thoroughly 

standardized, but in usage this term is de- 

fined as either (1) the sum of current assets, 

(2) or as the excess of current assets over 

current liabilities, 7. e., net current assets. 

The latter is the more logical interpretation 
of the term, since this sum approximately 
indicates the amount of capital required in a 
business to carry inventories, receivables, 
bank balances, and petty cash. 



ENCYCLOPEDIA OF BANKING AND FINANCE 585 

Write Down 

See Write Off. 

Write Off 
To reduce the book value of an asset in 

order to bring it into agreement with its 
present “going,” or market value. Deprecia- 
tion, 7. e., physical deterioration or obsoles- 
cense, in buildings and machinery is charged 
as an expense of operation, and current de- 
preciation is “written off by reducing the 
value of the assets to which it applies, or by 
setting up a reserve. An uncollectible debt 
is written off by reducing its value to zero 
and charging the amount as a loss. 

In banking practice, bonds, the market 
value of which have declined below the 
original cost, are “written down” to bring 
them into argreement with market value. For 
example, if bonds costing $100,000 have a 

present market value of $90,000 their book 
value should be reduced to $90,000 and $10,- 
000 charged as a loss against undivided pro- 
fits. When the premium on a bond is 
written off by annual or semi-annual charges 
in order to bring the book value of the bond 

to par at maturity, the process is called 
Amortization (q. v.). 
To “write off” and “write down” are prac- 

tically synonymous, except that the first is 
always used when the entire value of an 
asset is charged as a loss, e. g., bad debt. 

Write Up 
The opposite of writing down, 7. e., bring- 

ing the book value of bonds into agreement 
with the market value when the latter is 
above the former. Writing up is permissible 
only in case of assets that are constantly 
traded in and enjoy a broad and ready mar- 
ket. 



Yen 

See Foreign Moneys—Japan. 

Yield 

Investment income; investment rate of re- 

turn, as distinguished from a speculative or 

temporary rate of return; the net income 

from property, but particularly applied to 

bonds bought as investments to be held to 

maturity. When a bond is bought for trad- 

ing purposes its income is known as current 

return; if held to maturity, yield. 

The yield of a bond depends upon four 

variables, viz.: (1) price; (2) interest rate; 

(3) interest period; and (4) term, 1. e., re- 

maining life of the bond to maturity. The 

third variable may be omitted for practical 

purposes, since the interest on most bonds is 

payable semi-annually. Bonds paying in- 

terest annually are less valuable than bonds 
otherwise the same, paying interest semi- 
annually, but this difference for all practical 
purposes is negligible. (See Interest.) 
A 5 per cent. bond purchased at par, regard- 

less of its term, yields 5 per cent., but if pur- 

chased at a premium, its yield is less, and if 
at a discount, more, depending upon the term. 

The exact yield of a bond bought at a pre- 
mium or discount can be determined by ap- 
plying certain mathematical formulae, but in 
practice, the yield is determined by consult- 

ing bond values tables. (See Bond Value 
Table.) A 4 per cent. bond (interest pay- 
able semi-annually), having 20 years to run, 
and purchased at a premium of $35, i. e., 
$1,035, yields 334 per cent., but if purchased 
at a discount of $33.50, 7. ¢., $966.50, yields 
4% per cent. 

Bonds for investment purposes are usually 
bought on a yield or investment value basis. 
Prices gfe quoted (at a price to yield ............ 

, ent.) since, when other factors are 
equal, yield is the only common denominator 

for comparison of investment values. (See 
Investment Value.) 
The term yield and return are often con- 

fused. The first is restricted in its meaning to 
the net income from a bond if held to maturity, 
whereas return denotes current income de- 
rived from either a bond or stock, without 
reference to a maturity. In the case of stock, 

the variables mentioned above are not fully 
known. There is no term or maturity value, 
nor is the income certain; therefore yield 
cannot be computed. The current return of 
a bond or stock is determined by dividing 
the purchase price into the annual cash in- 
terest or dividend. In the above case, where 

the purchase price of the bond is $1,035 and 
the cash interest $4.00, the current return is 
3.865 per cent., whereas the yield is 3.75 per 
cent. The current return of a bond bought 

at a premium is higher than its yield, since 
no deduction need be made for the premium, 
which is lost when the bond matures. Con- 
versely, the current return on a bond bought 
at a discount is lower than its yield, since 
the investment value of the bond increases 
as it approaches maturity. 

The yield on Optional Bonds (q. v.) sell- 
ing at a premium must be computed on the 
shortest possible time which they may be 
outstanding. If the optional bonds are sell- 
ing at a discount, the yield must be computed 
upon the longest possible time they may be 
outstanding. 

BIBLIOGRAPHY 

L. CHAMBERLAIN: The Principles of Bond 
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Yield to Maturity 

Secu yiela. 

Yuan 

See Foreign Moneys—China. 
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